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The WTO: A Rich Men’s Club?

Deunden Nikomborirak and

Weerawan Pajbunijitt-aree *

Executive Summary

The WTO 1s where rich and poor countries get together to lay down international
trade rules in order to reduce impediments to global trade. The organization is often seen
as a club for rich countties only, since the WTO is a mere negotiating forum without any
development orientation. Poor countries are left on their own to strike a deal with rich
countries. Indeed, with limited resources and technical capacity, they have always been
at a disadvantage.

Those who are more optimistic see that being involved in the WTQ is better than
the alternative of being left at the whims of large and more unified developed economics.
Moreover, the WTO, unlike the World Bank and the IMF, is a more equitable
organization whereby each member carries one vote regardless of size or contributions.
All agreements are based on unanimity, which means that every single member carries a
veto power.

This paper seeks to establish whether the WTO is indeed a rich man’s club by
asking 5 questions. These are whether the WTO

Reduces trade barriers prevalent in sectors that concern developing economies?
Guarantee due process to developing countries in case of trade disputes?

Adequately compensate developing countries for injuries resulting from WTO-
illegal trade measures?

Establish rules that are favourable to developing economies?

Provide sufficient technical assistance to developing countries in building
negotiating capacity and in implementing costly agreements?

The study reveals that exports from developing countries (agriculture, textile,
footwear and processed food) still face significantly higher trade barriers than those from
developed countries (industrial goods). Commitments in agriculture have been minimal
and full of loopholes, while the textile and clothing agreement still leaves intact the quota
allocation system that impedes competition from new exporters. Anti-dumping has been
continually on the rise and thus becomes a serious threat to developing countries exports.

* Dr. Deunden is Research Director, Economic Governarice, Sectoral Economics Program, TDRI Ms.
Weerawan is her researcher.



The increase use of such a measure comes from developing economies, however. From
the study, it would appear that developing countries have achieved very little in terms of
market access compared with their developed counterparts.

The dispute settlement has been markedly improved in the Uruguay Round of
negotiation with fixed deadlines to speed up the process and an automatic establishment
of a panel. The mechanism also provides special and differential treatments for
developing economies. However, these are often vague and not binding on members.
The only concrete special treatment was the setting up of the Advisory Centre on the
WTO Law in 1999 to provide legal service and training to developing countries’
personnel. However, legal counseling is by no means free and the rates remain
prohibitive for poor countries. Also, due to limited financial contributions (a greater
number of developing countries contributed to the Centre than their developed peers), the
Centre 1s staffed with only 6 lawyers that can hardly meet the demands of over 100
developing member states. Lacking legal and technical experts, developing countries are
less likely to bring cases into the dispute settlement mechanism. Therefore, as long as
justice remains expensive, access to which will remain a luxury afforded only by rich
men.

As for dispute resolution, this is where the WTO seems to have got it all wrong
economically and technically. The WTO dispute resolution relies almost entirely on “
trade retaliation”. That is, if the defendant is found to be violating WTO trade rule, the
complainant may revoke the defendant’s trade concessions, mainly by raising tariffs on
imports from the particular country. Such a retaliation is not only ineffective for small
countries, but also further injure the economy by raising domestic prices of the imported
products subject to retaliation, in particular when domestic or equivalent foreign
substitutes are not available. On the contrary, the power to retaliate has given large
economies much power to resolve the dispute according to their own terms.

Proposals have been made by developing countries to improve the imbalance in
the power 1o retaliate. These include a proposal to provide financial compensation, a
collective retaliation where other developing countries may join the retaliation and cross-
retaliation, where the injured country can retaliate by revoking concessions made under a
different agreement such as the TRIPS. After all, revoking intellectual property
protection directly benefits developing countries as it saves costs and thus, lower prices.
None of these proposals were endorsed by developed economies. The WTQ’s dispute
resolution seems to be providing only rich men with a stick.

The next question is whether the WTO rules are favourable to developing
economies. Here, the study shows serious flaws in the “new issues™ concerning product
safety and sanitary standards and intellectual property rights protection. Unlike those
issues negotiated under GATT, these “behind the border issues” concern domestic
regulations that involve local laws, institutions, administrative procedures, etc.  The
legal obligations arising from these agreements can be very expensive in implementing
and may not suit the particular development needs of a developing economy.

vi



Even more worrying is that there is little economic rationale behind these
agreements. For example, there is until to date no proof that developing countries will
gain from protecting intellectual property rights. The FDI flows that are supposed to
result from the TRIPS agreement is only “calculated”, whereas commitments are real and
binding. If developing countries think they have lost out in market access, these new
issues are much greater concern.

In light of heavy implementing costs impose on developing economies, what has
WTO contributed in terms of assistance? After all, developed economies promised at the
closing of the Uruguay Round to provide technical assistance to developing economies to
be able to effectively participate in standard setting and technical negotiation. Here,
again, there is little evidence of any meaningful assistance provided thus far. Other types
of special and differential treatment granted to developing economies, such as an
extension of time period allowed to comply with new obligations, does not alleviate the
costs of implementing trade rules that are particularly burdensome for these economies.
The only meaningful differential treatment is the GSP, which allows developing countries
greater market access. But even such privileges do not come free of charge. GSPs are
often used to pressures recipient to provide other trade concessions in return.

So, is the WTO a rich man’s club? According to this study, it is in practice, but
not so in principle. Which means that if developing countries can excel at the negotiating
game, there is a chance in making the WTO tilts a bit more in favour of poorer countries.
But this require a strong leadership and deep commitment from fellow developing
countries against developed countries tactics that are often aimed at undermining
developing countries’ solidarity.  Financial constraints will always pose the greatest
obstacle. On this note, much effort should be focused on transforming developed
countries’ promise of assistance in to letters of the law.

vii
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m3ud 4 waldderasssngnasdnisnisilannndaanasimeiniluniwdduneilann (TRIPS)

Uszinm TalagvEannsiiuagt lunfndAumeTygn
(Frunuanas15anigsIA1naRtl 2543)

AuFgauiFn. 19,803
waniull 6,768
g 5673
e 3,326
ANTDANLIANT 2,968
anaaafusUR 2,000
ARAIATAE 1,097
nasnfuaus 241
Tafuaud 18
s 16 11
Trlssuna -282
Ui -530
WAL 574
Bl -903
ArBuaud -2,204
wndin -2,550
Basnas -3,894
gl 4,716
ansrradigiazeaudu -5,121
rin -7,746
nALA -15,333

flan: World Bank (2002 513759 5.1)
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\wRTsheT + iawed + avazennndng 36
djﬂu 2.1
BRAWNTEY 1.8
aennuiTUszeuiu 47
Wingln 7.0
NIUR LA -18.0

N Finger, Michael (2002)
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