Cancun Wrap-up
Mark Halle

IISD
Cancun Collapse
On 14 September, the 5th WTO Ministerial Conference in Cancun, Mexico, ended in failure.  With only a few hours to go, and with deep divisions still in evidence over the final text the Mexican Chair, Foreign Minister Luis Ernesto Derbez pulled the plug, and out went the bathwater.  Did the baby go with it?  Is the failure of the talks to be welcomed or deplored?  And how significant is it for the ongoing Doha negotiations, for the WTO and for trade liberalization in general?

The answer to these questions is not as clear as it might seem.  As the emotional pendulum swings from the extremes – elation for some, disgust for others – back towards a more tranquil centre, it is important to assess what happened and what lessons can be learned for the future.

The Trigger

The proximate cause for the collapse was the stand-off over the “Singapore Issues” – investment, competition policy, transparency in government procurement, and trade facilitation, in that order of sensitivity and importance.  For some like the EU, Japan and South Korea expanding the negotiating agenda - and thereby the scope for productive trade-offs - to include these issues was necessary to compensate for swallowing the bitter pill of dismantled agriculture support.  For the poorer countries, these issues offered little more than the prospect of a broad new set of obligations, massive new costs, and an even more complex negotiating agenda, without any significant market access being offered in return.  
Just before the talks collapsed the EU, at least, had reduced its demands to the inclusion of trade facilitation only – a massive concession on their part given the positions expressed only a day earlier – and most observers felt that the agriculture and market access texts really did represent some significant advances. Despite that, without ever getting to the proposed language on agriculture and market access, and with hours yet to go in the formal schedule, the Chair decided that allowing the talks to collapse was the best among the available options.  What might lie behind this sudden decision, which left many delegates surprised and disturbed?

It is hard to escape the conclusion that the Chair knew his decision had the active – or at least the tacit – support of some key players, and that the prospect of failure in Cancun was not anathema for most.

For the African countries and others in their group (loosely formed from the members of the ACP - the former European colonies in Africa, Caribbean and Pacific, the African Union and the Least-Developed Countries), there is a growing conviction that the Uruguay Round has left them increasingly marginalized, and that the prospect of further trade liberalization without adequate attention to their development needs will leave them even worse off.  If the process is going in the wrong direction, it makes sense to derail it rather than simply to slow its progress. 

The Cotton Scandal

Their position was no doubt hardened by the appalling treatment given to the widely-publicized cotton initiative.  Four African countries whose economies depend on cotton exports had proposed that the US and the EU either reduce their extravagant subsidies to their own cotton producers, or pay compensation to the African producers for their lost revenue.  The case of cotton – and particularly the devastating impact of US cotton subsidies – is one of the starkest, most egregious examples of the hypocrisy that dominates the trade liberalization debate.  Positive movement on this matter would have cost the US and the EU little, but it would have constituted a very positive symbolic recognition of the development concerns of the poorest countries.
Instead the second Chairman’s text on the cotton initiative was nothing short of an insult.  It essentially told the Africans to find other crops to grow, and referred them to the World Bank so that they might apply for loans to effect their agricultural transition.  Widely described as “a slap in the face”, this cynical disdain on the part of the US did much to harden the positions of the poorest countries, and to reinforce their growing belief that they have little to gain from further trade liberalization.  With so many broken promises stemming from the Uruguay Round and from the first year of negotiations on the misnamed Doha Development Agenda, with so many promissory notes lying in the kitchen drawer, African intransigence may be unfortunate, but it is understandable.

Intransigence and Flexibility

What about the Japanese and the Koreans (and others conveniently hiding behind their skirts)?  The inevitable restructuring of their agricultural sector is going to be painful, economically and socially of course, but politically as well.  Unless they can bring home a prize in the form of an expanded trade agenda, compromising on agricultural could spell political suicide.  
Is it not the same for the Europeans?  For Switzerland and Norway it is, but for the European Union, a radical restructuring of its agricultural support system is made inevitable by the arrival, in May 2004, of ten new members, all of them poor and some of them with a massive farm population.  If Europe can get something in exchange, then so much the better.  But a lock-in of at least some reforms in Cancun would have made subsequent steps easier.  Hence the European flexibility, and the Asian intransigence.

The European Union and the US have another reason to be nervous at the lack of progress on agriculture in Cancun.  In only a few months the so-called “Peace Clause” expires.  Under this clause the US and EU agreed not to launch disputes under the WTO Agreement on Agriculture.  Already the lawyers are licking their chops at the prospect of a tidal wave of agriculture-related disputes which could have the effect of further poisoning an already tense trade relationship between these two powerful players.
Where was the rest of the Quad?

GATT and WTO have traditionally been dominated by the US, EU, Japan and Canada.  Where did the US and Canada stand on these issues?  Surprisingly, and for the second time (Doha in 2001 was the first), the US was not the central player in the Cancun talks.  The US wants agricultural liberalization, but not as badly as some.  It would like to see investment negotiated, but there is no passion behind that desire.  And there is nothing else on the agenda that it really needs, or cannot obtain through other means.  What accounts for such comparative indifference in a country that has replaced its foreign policy with a trade policy, only to recast trade policy as security policy?
First, of course, is the fact that the US has other ways than the WTO to secure what it needs – regional and bilateral trade agreements being the current weapon of choice.  Second, multilateralism is in bad odour in Washington, with the administration displaying a low threshold of patience with the length, complication and slow pace of multilateral consensus-seeking.

But it is also the fact that the corporate sector is not behind the administration, pushing it to do their will, as has always been the case in the past.  The corporate sector is not a strong demandeur on any particular front, and the farm folk are beginning to think that they rather like the Farm Bill; they are not at all sure they want to put it on the table to barter for the risky business of competing in international markets.
Canada, for its part, is part of the Cairns Group – a brotherhood of 17 countries for whom agricultural exports are key.  This group has shown peevish impatience with any trade-distorting subsidies, and has been pushing for much deeper reform than any of the other blocs are ready to countenance.  Although they were lionized by the media in the lead-up to the Ministerial, the Cairns Group performed poorly in Cancun, with many of its key players preferring to pair and partner along other lines.  There was little in the text on the table at the time of the collapse to bring a smile to the Cairns faces.  Indeed, the future cohesion of the Cairns group remains in doubt after Cancun.

Like the newly-formed Group of 20+ it is hard to predict whether Cairns will hold together or whether the contradictory pressures on some of its members will shatter it.  While Cairns has been aggressive in its attacks on subsidies, many countries harbour growing doubts at the prospect of corporate-dominated, industrial agriculture that it offers.  This approach may be suitable for the vast prairies of Canada or the pampas of Argentina, but the prospect of mortgaging food production to the agri-business sector is not attractive in most parts of the world.  It is not even attractive in “old worldly” Eastern Canada.
The Lesser Evil

So, back to the question of why Derbez pulled the plug: having started the review of the final text with the Singapore Issues and having encountered intransigence, there were real risks that the progress reflected in the other chapters would also begin to unravel if the talks had continued.  That would have invalidated the work done in Geneva over the past twenty months, and the progress achieved at the Ministerial meeting, and left Cancun a disaster rather than simply a failure.  As it is, the Geneva process can resume on the basis of the draft Cancun Chair’s text which, although it has no de jure standing, does represent a de facto high water mark for the Doha negotiations.
Why Derbez led with Singapore will perhaps never be clarified.  On the face of it, a sensible strategy would have been to start with the less contentious issues and to build a momentum of success before getting to agriculture and, lastly, to Singapore.  If such a process had indicated the prospect of an agreement on agriculture, surely the EU compromise on the Singapore Issues would have held?  Some believe that the Quad countries wanted to preserve the credibility of their positions on agriculture, whereas these are in fact beginning to fall apart on the home front.  In truth, we may never know.  
The Empire Strikes Back

One conclusion on everybody’s lips was that the power dynamic in the WTO has changed forever.  The mass and majesty of the developing countries was already evident in Seattle in 1999.  It was evident again in the nominal dedication of the Doha agenda to development.  In Cancun it blossomed in many ways – through the formation of the powerful G20+ grouping of such influential players as India, China and Brazil – but also in the revolt of the poorest described above.  This new reality can be regarded as a positive factor, despite the obvious pique of the US (principally against the Latinos) and of the EU (principally against their unruly ACP partners), and perhaps it offers grounds to take solace in the failure of the Cancun conference.  Indeed, the distasteful spectacle of Charles Grassley (Chair of the US Senate Foreign Relations Committee) once again issuing bullying threats to countries that do not fall in line with the US is enough to make one pray ardently for new power blocs to form.
If Cancun failed to bring along the developing countries, it is fundamentally because the text on the table was lacking in true development content.  The penultimate Chair’s text (the final one was never formally tabled) once again identified liberalization commitments in clear and unambiguous language, while compensatory development assistance commitments were couched in vague language or “best endeavours” clauses.  Having fallen for this once in the Uruguay round, having been told many times that the cheque was in the mail, the developing countries are having severe doubts about the efficiency of the postal service.  And they are no longer buying the old bum deal of increased aid versus increased Northern access to their markets.
If we have learned anything from the Uruguay round, it is that development results will not come about inexorably as a result of trade liberalization, nor even from the current WTO combo of trade liberalization plus technical assistance.  It will only come about if the trade regime is so structured and managed as to contribute to development first and foremost.  Progress on the trade agenda is only desirable if it leads to progress towards development – and development that is sustainable.  If it is not going to do that in practice, we should not wish for such progress.  It is as simple as that.
So, if the Cancun text represented a bad deal for development, it is better that it didn’t go forward.  The penultimate draft was a disaster for development and should have been sunk.  Whether the final draft was significantly better is hard to tell, as it was never released.  The willingness of the EU to drop both investment and competition not only from the text but from the Doha round, is significant, and would have removed many of the development-related concerns.  Whether what was left – particularly in agriculture – offered much to the developing countries, or whether it simply represented a deal sewed up by the EU and the US to maintain their privileges – is still unclear.

Whatever the truth, the simple fact of developing countries organizing to defend their interests, and offering a counterweight to the big traditional players, is a positive development.  
Unintended Consequences

At the same time, there is cause for concern if the failure in Cancun leads to the undermining of the WTO and the darkening of prospects for the Doha round.  If negotiations get jammed in Geneva, the momentum for liberalization will shift to other venues – mostly regional or bilateral – where the interests of the weaker players are harder to defend and where they are subject to stronger political and economic pressures.

For all its faults, the WTO is more likely to design an international trade system that respects sustainable development than the accumulation of bilateral and regional trade agreements.  Failure in the WTO is to nobody’s long-term benefit in that it leads to a world characterized by growing inequity and resentment.

In that respect the US is right.  Trade policy is security policy, especially in a globalized world.  But we must accept that security has to be built on a foundation of justice, equity and sustainable development.  It cannot, in the long-run, rest solely on the foundation of power-politics.

The dedication of the multilateral trade regime to sustainable development is made in the Preamble to the Marrakech Agreement that establishes the WTO, and it is repeated in even stronger terms in the Doha ministerial declaration.  It must now become a reality, because if it does not, the failure in Cancun will become everybody’s failure.

Cancun, 15 September 2003
