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Introduction

The absence of clear signs from the trade view on preferential trade agreements (PTAS) is
negotiators in Geneva does not bode well for a too optimistic, both in economic and diplomatic
rapid conclusion of the Doha Round. Moreover, terms. Section 3 focuses on the key elements of

the possibility of a hasty conclusion puts into the World Trade Organization (WTO) negotiating
question the quality of any final agreement. It process, i.e., the balance between the liberalization
is time for reflection, and therefore this paper (tariff cuts) formula and the formula specifying the
aims to step back and focus on what has been exceptions to tariff cuts. Section 4 then examines
happening — and what could happen — from the whole WTO negotiating process, and argues for
a longer term perspective. some much needed “flexi-plining.”

Section 1 focuses on the past: its misperceptions
and its constraints. Section 2 argues that the current
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A Longer Term Perspective

Many lament that the Doha Round negotiations
have already taken “too long,” and that the WTO
membership is now “too large”—in short, that the
pre-Doha period was “La Belle Epoque”

1.1 “La Belle Epoque”?

Table 1 shows the time taken for concluding each
trade round. Most observers stop there. But, if length
of time is a measure of the costs of a round, this
measure should also take into account the respective
benefits produced. A measure of these benefits is

the average tariff cut delivered by each round, which
serves as an (admittedly very crude) indicator for
assessing the round’s productivity. Three interesting
results emerge.

First, the productivity of a trade round is surprisingly
stable over the years, if one excludes the Geneva

I and the Kennedy Rounds. This unexpected

result has a key corollary. The size of the General
Agreement on Tariffs and Trade — GATT/WTO
membership or its structure (the share of developing
countries in the total membership) are not a
problem per se. The most successful trade round,
the Kennedy Round, witnessed a doubling of GATT
membership, and was also the first round negotiated
with a majority of developing members. Why, then,
should the Doha Round fall victim to the size of

the WTO membership, when it enrolled only 25
more members, many of them small economies,

and when China had already participated in the
Uruguay Round? The problem clearly derives from a
source other than, or in addition to, the question of
membership size. Section 4 of this paper argues that
this source is in fact the current interpretation of the
WTO? “Single Undertaking.”

Second, the huge productivity of Geneva | is easy
to explain: redundant tariffs, perverse quotas, and
exchange-rate constraints made the first set of large

2 Interestingly, former negotiators come to the same conclusion
[Groser 2007].

tariff cuts relatively straightforward. Explaining the
higher productivity of the Kennedy Round is more
challenging. The Kennedy Round was the first to
improve the negotiating process by substituting a
liberalization formula in exchange for the offer-and-
request that had been used on the tariff line until
this point [Baldwin 1986]. However, this explanation
is not quite enough: a liberalization formula needs

a companion formula (or formulas) specifying the
exceptions. In fact, the Kennedy Round benefited
from exceptional circumstances with regard to the
exception formulas. Most exceptions were taken
against developing countries, which at that time were
uninterested in defending their offensive interests in
the GATT forum, as well as Japan and the emerging
“dragons,” which understood quickly the benefits
they could get from voluntary export restraints. As a
result, the Kennedy negotiators hardly had to bargain
on the exception formula — a luxury that Doha
Round negotiators definitely do not have.

Finally, Table 1 includes a time length and average
tariff cut for the Doha Round. Of course, both
indicators are hypothetical. In particular, the average
tariff cut assumed is more modest than the one (65
percent) previously mentioned in Geneva. However,
even with this more modest target, the productivity
expected from the Doha Round is substantially
higher than the productivity of its predecessors. In
other words, the Doha Round is facing a problem of
adequacy between ambitions and means — it should
reduce the former, increase the latter, or do both
(see Section 3).

1.2 Domestic constraints

Previous Rounds lasted longer, but they delivered
more. But, are longer Rounds still affordable?

The answer does not lie in the multilateral trade
regime (negotiators are tireless), but in the capacity
of the leading WTO members to make decisions.
In this respect, the Doha negotiators face unusually
high constraints.
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Table 1: A Productivity Indicator of the Rounds

Dates Length Tariff “Round Productivity” | Number of Members
(months) cuts? All G77
1 2 3 4 5 6
Geneva-I 1947 8 26.0 39.0 19
Annecy 1949 8 3.0 45 20 8
Torquay 1950-51 8 4.0 6.0 33 13
Geneva-11 1955-56 16 3.0 2.3 35 14
Dillon 1960-61 10 4.0 4.8 40 19
Kennedy 1963-67 42 37.0 10.6 74 44
Tokyo 1974-79 74 33.0 54 84 51
Uruguay 1986-94 91 38.0 5.0 125 88
Doha 2001-07* 74 50.0 8.18 146 98

L Assuming that it ends in December 2007.
2 Average cut in bound industrial tariffs.
3 Based on a Swiss25 (emerging economies) and a Swiss10 (developed countries) see text.

Sources: Martin and Messerlin 2007. Messerlin 2007a.

It is often said that the people in industrial

demaocracies have a decreasing appetite for freer
international trade. But, this is not substantiated

by public opinion polls, which instead suggest

increasingly robust support for open trade [German
Marshall Fund 2006]. It is also argued that anti-
globalization groups are stronger than ever before.
However, there is no available systematic evidence
that compares the relative strength of anti-trade
groups during the last 50 years. Moreover, history
suggests a more complex story. It may be the case

in the U.S., but one should remember the massive
opposition of the Communist Parties or occasionally
the (Old) Labor and Social Democratic Parties

in Europe (representing, at least, one third of the

voters) to market opening. Finally, business support
for trade reform is said to be weaker than it used to

be. But again, this statement is not substantiated by

any real evidence.

By contrast, there is a factor which could explain the
lack of leadership in the WTO forum. Leadership
requires the “capacity to govern” — that is, to be

able to resist the power of vested interests, and

this capacity requires a robust margin of majority
for the governing party over its challengers. Table

2 shows that this margin of majority has sharply
decreased within the past decade, and it is now

at a minimum in all industrial democracies who
once played leading roles in the GATT/WTO
process. Governments with small majorities are
unable to push hard for freer trade, even if they

are convinced of its benefits. More permanent
constitutional constraints (a maximum mandate of
eight years for the U.S. President; a U.S. Senator with
over-represented farm interests; the difficult and
increasingly volatile balance between the European
Commission (EC) and member states in defining EU
trade strategy, etc.) all amplify the problem.
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Table 2: The Erosion of the Margins of Majority, 1950s-2007

Highest peak Lowest level Average margins'
year margin' year margin' | before 90 | after 90

us.

President (EV) 1984 97.6 2000 50.5 78.2 58.1

President (People) 1972 61.8 2000 49.7 55.3 51.9

Senate 1965 68.0 2007 50.0 57.3 53.6

House 1965 67.8 2001 50.9 59.2 54.3
France

President (1-turn) 1969 65.7 1974 43.0 56.5 50.0

President (2-turn) 2002 82.2 1974 50.8 54.0 67.4

President (/all)? 1965 44.7 2002 19.9 36.8 20.4
Germany

Bundestag (seats) 1957 61.2 2002 50.0 54.7 52.8

Votes (/all)? 1983 48.8 2005 345 449 39.8
UK

Parliament (seats) 1997 71.7 1974 50.3 55.7 65.6

Votes (/all)? 1955 49.7 2005 35.2 44.4 40.2

LWinners' votes, in percent of votes for the two leading candidates.
2 Winners' votes, in percent of all votes expressed.
Source: Messerlin 2007a.
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A World Race to Bilaterals?

Weaker governments find it easier to turn to lower
level negotiations on PTAs, especially as they play
into “special relationships” (which later often lead
to hardships, e.g. the EC and Turkey, and the U.S.
and Australia).

2.1 Comparing apples and oranges

Today governments shifting to PTAs take comfort
in the huge increase in their numbers — from just
two notified to the WTO in 1960 to 211 in late
2006. Such a powerful trend creates an anxiety

in countries that, unless they aggressively pursue
their own strategy of negotiating PTASs, will be left
behind. In addition, it reinforces the idea that this
general trend toward PTAs is a sensible one.

However, there are good reasons to treat this
massive increase in WTO natifications as far

less meaningful than it would appear. First,
roughly one-third of these PTAs consist of
intra-European trade agreements mirroring the
complicated way Europeans are building their
Single Market. Any trade deal negotiated by the
EC generates mechanically “cloned” deals by the
European countries linked to the EC through
trade agreements — such as the EC Member States
before their accession, the European Free Trade
Association (EFTA) countries, Turkey, and the
Balkan countries. For every PTA generated by the
EC, there are three or more PTAs generated by
other European countries.

Second, the increasing number of PTAs reported
to the WTO reflects, in part, the increasing WTO
membership. Deflating the former by the latter
suggests a much lower number of PTAs in 2006
— about 50.

Last but not least, WTO notifications do not
distinguish between a bilateral and a plurilateral
agreement. Almost all the PTAs signed since 1995
are bilaterals. By contrast, the two notifications

in 1960 are the Treaty of Rome in goods and

the Treaty of Rome in services. The former was
equivalent to six bilaterals, the latter to 15. A better
indicator of “real” growth in PTAs would be to
start with 21 in the early 1960s and compare that
to about 50 today. Of course, what really counts is
not so much these final figures per se, but rather
the misinterpretation of the raw number of WTO
notifications, and the resulting impact on current
trade policies.

2.2 Trade diversion and preference erosion

For most economists, bilaterals constitute a
second-best solution in the vast majority of cases
— and second best is rarely sufficient. Bilaterals are
credited for only 10 percent of the world market
opening that occurred between 1983 and 2003,
compared to 65 percent for unilateral liberalization,
and 25 percent for WTO-based liberalization
[World Bank 2005].

Such a poor performance is not surprising for

the pre-1990s bilaterals, which mostly involved
countries enforcing high tariffs on imports from
the rest of the world (most-favored nation, or
MFN, tariffs). High “preferences” (the differences
between MFN and preferential tariffs) distort trade
flows because consumers are induced to buy goods
from inefficient production sources located in

two countries, rather than goods more efficiently
produced in the rest of the world. The higher the
MFN (preferential) tariffs are the more distorted
the bilateral trade flows may be. The higher the
costs of the bilateral (compared to a multilateral)
deal for consumers of products imported from
trading partners, the harder producers will be

hurt by preference erosion, which increases the
likelihood that the bilateral will collapse.

Since the late 1980s, many countries have lowered
their MFN tariffs, thus scaling down the risk of
trade diversion (and also, logically, the interest in
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bilaterals). Why, then, is there such a continuing
attraction to bilaterals? It may simply reflect the
fact that tariff cuts made since the late 1980s have
fallen short. They cover applied, not bound, tariffs
(under WTO rules, only bound tariffs cannot be
raised without compensating the affected trading
partners). They have left untouched the tariffs on
“sensitive” products. More importantly, services and
international investments remain highly protected,
meaning that bilaterals covering these domains are
attractive for the same dangerous reason as the pre-
1990s bilaterals on trade in goods: high preferences.

So far, most of the bilaterals notified since 1995
involve small countries (for political economy
reasons) while large countries have been rather
reluctant to enter actively in the PTA boom
[Feinberg 2003, Barfield 2007], as best illustrated by
the long queue of Trade Ministers eager to negotiate

a bilateral with the U.S. or the EC at the end of the
WTO Cancun Ministerial, although many of these
same ministers had been so vocal about the risks of
trade liberalization just a few hours before.

However, the recent EC proposal [2006] to negotiate
bilaterals with no less than 24 countries (and the
endorsement by the Council for a more limited
package) may represent a turning point. If this
change of course is confirmed, Table 3 suggests great
potential for trade diversion and preference erosion
for bilaterals under negotiation or consideration,
particularly those related to the EC, and, to a lesser
extent, to China. Average (applied and bound)
tariffs of the targeted partners are high enough to
allow large clusters of high tariffs. The ranking of
the partners in terms of regulatory performance is
relatively high, revealing anti-competitive regulatory
practices in non-tariff barriers (trading across

Table 3: Selected Indicators for the Trading Partners to be Involved in Bilaterals

Under Negotiations or Under Consideration by Seven Selected WTO members

Market size? Average Regulatory ranking®
Number industrial tariff? ; ; ;
of at at trading | dealing | ease of | regis- | protec-
partners current| PPP applied | bound across _with do_ing tering _ ting
UsbD | USD borders | licences | business |property |investors
1 2 3 4 5 6 7 8 9 10
Singapore| 12 90.6 81.2 5.7 9.0 40.0 68.9 43.5 42.3 41.0
Chile 9d 81.6 7.7 6.4 10.3 43.2 77.8 49.4 45.5 45.1
Korea 11 49.1 57.4 7.3 13.3 433 85.3 57.6 39.8 40.4
Japan 18 13.4 16.4 7.5 20.0 53.5 58.3 54.8 60.6 56.6
USA 14 14.9 16.5 8.8 21.3 54.1 69.7 52.2 64.7 44.2
China 12 10.4 17.0 10.1 25.5 83.1 96.4 83.5 76.1 47.2
EC 24 23.4 44.2 10.3 17.8 71.1 125.6 91.2 61.8 64.8

@ GDP (in USD, 2004) as a share of world GDP.
5 WTO Trade Profiles.

¢ Doing Business 2007.

d Counting as one of the EC.

Source: Messerlin 2007b.

8 The German Marshall Fund of the United States



borders, dealing with licences), services (ease of
doing business) and international investment
(registering property and protecting investors).

Such bilaterals raise two major problems. The first
is a diplomatic challenge, particularly in the case
of a failed Doha Round. Why would the targeted
partners be willing to open their protected markets
to a country’s exporters while keeping them closed
to exporters from the rest of the world? Second,

if such bilaterals have some substance (a big “if”

because of the diplomatic challenge) they would
quickly generate bitterness among consumers of
trading partners of the large industrial countries
(the trade diversion cost). In the long run, they
would cause industrial countries’ producers

to undergo painful adjustments (the costs of
preference erosion). The resulting bitterness and
frustration may change the appealing “spaghetti
bowl!” [Bhagwati 1995] into a much more difficult
“electron collider”

ALong Term View on the
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The Doha Negotiations

Contrary to what happened in the Kennedy Round,
the Doha Round has to define a liberalization
formula and exceptions formulas because the Single
Undertaking (as currently interpreted, see Section 4)
requires the consensus of all the members.

3.1 The negotiations in manufacturing (NAMA)

The 2005 Hong Kong Ministerial made a huge

step in improving the negotiating process in non-
agricultural market access (NAMA) by adopting
the “Swiss formula” as the base instrument for
negotiating tariff cuts.® That said, the NAMA trade
negotiators did not follow what the (European)
business community was asking for — “no single
industrial tariff above 15 percent” Such a target
makes good economic sense. It would eliminate

the tariff peaks that constitute the main obstacles
faced by the industrial countries’ exporters while
generating most of the protection costs imposed on
consumers. It would increase vastly the certainty of
market access for emerging countries’ markets for
industrial countries’ exporters. This is an outcome
that negotiators tend to undervalue while the
business community insists [Wallenberg 2006] upon
it with good reason, as the Doha Round struggles
with unusually deep “water” in tariffs (see Section
4). Furthermore, as a reasonable request, this should
make it easier to negotiate exceptions as simple and
as predictable as possible with the aim of generating
a “clean” Doha Agreement.

This 15 percent target requires a Swiss coefficient

of roughly 25 (Swiss 25) as the “base” liberalization
formula for the nine most important emerging
economies (a higher Swiss coefficient could then be
agreed for the other developing countries). How then
to define an exception formula for these emerging
economies (there is no mention of exceptions for the
industrial countries)? The simplest option is to cut
the highest bound tariffs in these economies (300
percent) to the highest applied tariffs (50 percent). A

3 e basic Swiss formula is T = [rt/(r+t)] where ‘t’ is the initial
tari s, ‘T’ the post-negotiation tari s, and ‘r’ the reduction coef-

cient (herea er the “Swiss coe cient”). e Swiss coe cientis
thus the only element to negotiate on.

Swiss 60 does this job. The exception formula could
thus consist of a Swiss 60 for a percentage of the tariff
lines to be agreed upon (say, 5 percent). Calculations
along these lines show that the nine emerging
countries would exhibit average bound tariffs ranging
from 6.7 to 14.7 percent, with a maximum bound
tariff of 50 percent (but only a tiny portion of these
bound tariffs would be higher than 30 percent).

3.2 The negotiations in “agriculture”

In sharp contrast with NAMA, the Doha negotiators
have decided to rely on the complicated tiered
formulas shown in Table 4. Tiered formulas are
much less efficient than a Swiss formula from a
negotiating stance (they require 16 decisions instead
of one with the Swiss formula). From an economic
point of view, they are “softer” on the highest

tariffs, while cutting these tariffs provides most of
the welfare gains. From a domestic point of view,
discontinuity means that, in the case of the EC
proposal, an initial tariff of 49.9 percent would be cut
to 27.4 percent, while an initial tariff of 50.1 percent
would be cut to 25 percent, a sure source of domestic
conflict between the interests involved.

Figure 1 illustrates the current situation, as
described in the last report from the Chair of the
WTO Agriculture Committee [April 30, 2007]. A
compromise has to be reached between the least
(EC) and the most (U.S.) ambitious tiered formulas
for market access to developed countries. The Chair
rightly underlines that the most crucial issue is “the
cut in the top band.” For a clearer view of what could
be done, Figure 1 includes three curves illustrating
various Swiss formulas. A Swiss 60 is close to the EC
proposal for the low pre-Doha tariffs and becomes
increasingly closer to the U.S. proposal as the pre-
Doha tariffs increase. A Swiss 40 is closer to the U.S.
proposal, but at the political cost of the EC's deeper
cuts in small and moderate tariffs. Finally, a variant of
the Swiss 40 generates tariff cuts very close to those

4 evariant used is de ned by T = rt/(r® + t)¥@ where ‘o’ is a
“political” coe cient (to be negotiated) aiming to reduce tari
cuts in the low tari  range, hence to boost political support at a
low economic cost. e variant shown in Figure 1 has a Swiss40
with a political coe cient of 1.4.
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Table 4: Tabled Proposals on Farm Tariff Cuts, 2005

EC proposal G20 proposal U.S. proposal
definiti_on tariff cut definition tariff cut definition tariff cut
of the tiers (%) (%) (%)

1 2 3 4 5 6

Tariff cuts to be imposed on developed countries

highest tier >90% 60 >75% 75 >60% 85-90

medium high 60-90% 50 50-75% 65 40-60% 75-85

medium low 30-60% 45 20-50% 55 20-40% 65-75

lowest tier 0-30% 35 0-20% 45 0-20% 55-65
Tariff cuts to be imposed on developing countries

highest band >130% 40 >130% 40 >60% [a]

medium high 80-130% 35 80-130% 35 40-60% [a]

medium low 30-80% 30 30-80% 30 20-40% [a]

lowest band 0-30% 25 <30% 25 0-20% [a]
Other elements of tariff rates

cap tariff

(developed — 100 — 100 — 75

countries)

cap tariff

(developing — 150 — 150 — 100

countries)

Source: The EC, G20 and U.S. proposals. Note [a]: Reference to “slightly lesser reductions” without more precision.

tabled by the EC proposal for the small and moderate
tariffs and very close to those tabled by the U.S.
proposal for the highest tariffs.

This Swiss approach raises two problems. The first
one is purely formal. The Doha negotiators have
chosen to negotiate on the basis of a tiered formula.
But it is not difficult to approximate Swiss curves by
appropriate tiered formulas.

The second problem is much more serious. Is the
“rebalancing” of the tariff cuts generated by Swiss
curves (smaller cuts for the small and moderate
tariffs, higher cuts for the high tariffs) politically
doable? Maybe so, if one realizes that the term
“negotiations in agriculture” is a misnomer. The
current negotiations deal with many more tariff
lines for food products (three quarter of all the
tariff lines under negotiation) than for farm

products (only one quarter). This point is not

well known, leaving the wrong impression that

all tariff cuts discussed concern farmers, while

in fact most of them deal with industrial (food)
goods produced by (often large) industrial firms.
Indeed, most of the high tariffs in the EC case

(the crucial WTO member in terms of market
access) are concentrated in food products. The

EC proposal would generate post-Doha average
tariffs of 10.7 percent for farm products, compared
to 16.9 percent for processed food, and post-
Doha maximum tariffs of 43.7 and 105.7 percent,
respectively.® All this is not surprising. It is a legacy
of the massive tariff escalation granted in the past

e EC food products that would remain the most protected
itemsa er the Doha Round would be a strange hodgepodge of
waste products (dog and cat food, whey, etc), goods with very
little potential in international trade (yoghurt) or with question-
able importance (cucumbers, gherkins, etc).
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Figure 1: Assessing the Tiered Formulas for Tariff Cuts: The EC Case
110.0
100.0 + EC tiered formula :
1] = Swiss60 formula ¢
9200 | x Swiss40 formula
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in order to compensate European food processors
for higher-cost domestic farm products.

This being said, what exception formulas should
be adopted? So far, the Doha negotiators have been
unable to provide clear rules for exceptions — this
failure is the main threat to the Doha Round.

The preferred instrument for exceptions is tariff-
rate quotas (TRQs). When doing so, they tend to
misinterpret the basic nature of TRQs (locking
together three commitments, namely the “out-of-
quota” tariff, the “in quota” tariff, and the quota)
[Martin 2007]. And they ignore that TRQs are self-
defeating from the farmers’ perspective since the
rents that they may generate will almost certainly
not be distributed to domestic farmers.

As a result, a similar approach to the one suggested
in NAMA (that is, tiered formulas approximating
Swiss formulas with higher Swiss coefficients

for the exceptions) would seem preferable. For
instance, calculations based on a mix of Swiss

60 and Swiss 70 would offer almost all European
farmers a better deal than the current EC proposal.
Meanwhile, it would cut deeper into roughly 220
food tariffs, while cutting less deeply approximately
850 food tariffs — a result which seems politically
doable, all the more so if one recognizes the
offensive interests of many European food
producers. In such a context, “rebalancing” the
current EC tariff proposal — cutting the higher
tariffs more, and the lower tariffs less — is an
attractive alternative, even from the EC perspective.

In conclusion, it is important to underline that

all these results would meet the two key criteria
imposed on the Doha Round — the “less than full
reciprocity” condition, and the “comparably high
level of ambition in market access for Agriculture
and NAMA” condition.
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“Flexi-plining” the WTO

It is surprising that the inefficiency of the WTO

negotiating process has not attracted more attention.

For instance, it is barely evoked in the Sutherland
Report [2004], which focuses instead on the
negotiating institutions. The current negotiating
process is a prisoner of interpretations which have
been shaped in the past, when they were often
very useful . However, the process has become
counterproductive today, and can be challenged on
the basis of WTO principles. In other words, there
are many possible sources of increased efficiency.

4.1 Shooting for shorter rounds

Having shorter rounds is an idea that keeps
recurring. But it is too often justified by
unconvincing reasons, such as fatigue on the part
of negotiators or public opinion. But aiming for
shorter rounds can be justified on much firmer
grounds. There are strong domestic political
constraints, such as the U.S. constitutional process,
meaning that rounds lasting more than 67 years
run into risks due to political controls facing the
U.S. President.

There is also an important reason stemming

from the worldwide business perspective. Long
rounds mean that their successful outcomes will

be implemented 15-20 years after the start of

the negotiations. Such huge lags fuel requests for
liberalization which look forward to a world 20 years
ahead. These requests can seem unreasonable, and
often trigger strong negative reactions. For instance,
though European business was initially in favor of

a Swiss 25 (or so), some sectors are attracted by a
Swiss 15, since the Doha Round would only be fully
implemented by 2025 or thereabouts.

4.2 The WTO should focus on its core
business: market access

The WTO should focus on market access in goods
and services and should not be burdened by other
issues which, sooner or later, have to be abandoned.

The unceremonious throwing overboard of three of
the “Singapore issues” at the 2003 Cancuin Ministerial
showed the heavy cost of such miscalculations.

The introduction of issues other than market access
is often justified by the fact that industrial countries
have nothing left to offer in terms of market access
concessions. But, most tariffs still imposed by
industrial countries have a high economic value

for developing countries [Laird 2002]. Developing
countries have still a lot to offer in binding

and reducing their tariffs, particularly among
themselves. And the universe of services is largely
untouched, though it represents 70 percent of rich
countries’ GDP and it is ultimately of interest to all
WTO members. In short, there are still plenty of
deals to be made that focus on market access.

The best way to eliminate topics not related to
market access is to deal with them in venues other
than the WTO. This has already been recognized by
the WTO itself in some cases, such as the definition
of an emergency situation in the case of food aid.
But, in more contentious cases, other institutions
(such as the IMF or the Bank of International
Settlements in a multilateral investment framework)
should waste no time in launching initiatives.

4.3 Market access in goods: “Peeling
the Onion”

Shorter rounds mean more limited objectives for
each round. It is often argued in WTO circles that
a “round-lite” is the kiss of death in domestic trade
politics. There is a lot of rhetoric in this view, but
not a lot of evidence supporting it. For instance,
the Uruguay Round had only a limited trade
liberalization component (see Table 1) but the long
term liberalization perspective it offered via its
unfinished business program was enough to garner
widespread support.

Indeed, how to define a round-lite? In this respect,
the Doha Round (and probably its successor) is
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very special. Today “tariff water” (the difference
between bound and applied tariffs) is enormous for
most developing countries. This huge gap means
that binding has a very high value for businesses
even if the tariff cuts leave the existing applied
tariffs unchanged. A better recognition of the value
of binding is required.

“Peeling patiently the protectionist onion” requires
a liberalization formula in goods (the Swiss formula
has shown its superiority) and well-designed
exception formulas (the simplest and most
predictable ones seem higher Swiss coefficients).
However, the ease of dealing with exceptions
depends upon the ambition of the “base” cut.
Agreeing on a more limited liberalization formula
may be the price to be paid for getting simple and
predictable exceptions. Such an approach is worth
envisaging in the context of shorter rounds because
the price of a less ambitious, but “cleaner” round
remains affordable if it is not paid by a long period
of time between rounds and if it is combined with
more frequent rounds.

4.4 Market access in services: plurilaterals
and the “coalitions of the willing”

Opening markets in services requires trust in
partners that they will undertake the adequate
pro-competitive regulatory reforms. Trust is all the
more necessary because regulatory reforms call for
a dynamic process of continuous change which is
very hard to forecast when negotiating the initial
trade agreement. The WTO forum is not the best
place for building such trust — hence the attraction
of bilaterals in services.

At the Hong Kong Ministerial, the Doha
negotiators have made a first step in enhancing the
WTO negotiating process in services when they
agreed to undertake negotiations in a “plurilateral”
framework limited to the countries willing to open
their markets on a sector-by-sector basis. If they

are open unconditionally to new members (“open
plurilateralism”), WTO built-in plurilaterals offer
a good compromise between bilaterals and fully-
multilateral deals.

More frequent rounds are attractive for services. As
bilaterals may better satisfy the need of deep trust
between the signatories, trade rounds should be
relatively frequent in order to avoid long periods
without the possibility of “multilateralizing”
existing bilaterals.

4.5 Re-interpreting the single undertaking
principle: “positive discrimination”

The prevailing interpretation of the Single
Undertaking principle is that every WTO member
shall sign all the agreements negotiated during

a round. The principle was adopted during the
Uruguay Round, when it was a necessary step

in making the multilateral trade regime more
consistent. At the time, such an interpretation made
a lot of sense.

Ten years later, such a strict interpretation is
backfiring. It has greatly compounded the problem
raised by the enlargement of the WTO membership
by making the WTO negotiating process vulnerable
to being held hostage by members unwilling to
liberalize. It has also fueled a process of systemic
exemption from the WTO framework through the
definition of groups of WTO members who are to
be released from various specific WTO obligations:
the Least Developed Countries (LDCs), the Net
Food Importing Developing Countries (NFIDCs),
the Small and Vulnerable Economies, the Cotton
Producers, the Recently Acceded Members, etc.

All this makes for an irrational, chaotic, and
ultimately unjust WTO system. Some poor WTO
members do not enjoy the LDC status; many WTO
members are more dependent on food imports than
the NFIDCs, etc. Such “negative discrimination” is
highly unsatisfactory.
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The WTO is thus at a crossroads. Either, the current
strict interpretation of the Single Undertaking
prevails and there will be permanent centripetal
forces in operation, making for “group exemptions”
via negative coalitions and leading to a disintegration
of the WTO. Or the Single Undertaking principle
will have to be re-interpreted in a way that precludes
the creation of such groups. In this perspective, it
should be conceived as enforceable at some distant
point in time, but not permanently. Between two

enforcements, the WTO negotiation process
should allow members to “discriminate positively’
by further opening their markets via plurilateral
agreements, without waiting for fully-multilateral
agreements. This re-interpretation of the Single
Undertaking principle will dramatically reduce
the level of disruption that reluctant countries can
impose upon the WTO process.

ALong Term View on the
Doha Round and the WTO
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