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Editor’s letter:

parkinson & GBD in hong kong

Well, we are in.  Along with roughly 2000 other non-governmental organizations, the Global Business Dialogue is registered to attend the WTO’s Sixth Ministerial Conference.  For GBD, the next challenge is to make sure that what we do there is useful to our members.  Now let’s step back and think about the larger issue: the likelihood of genuine progress in Hong Kong toward a timely, constructive, growth and development focused conclusion to the Doha Development Agenda.

***

“Work expands to fill the time available for its completion.”  That is probably the most famous of the all-too-insightful laws laid down by C. Northcote Parkinson.   The question is: does it compress?  For those who work at the WTO and in the hundreds of ministries directly concerned with the WTO, the problem isn’t finding things to do.  It is finding time.  There isn’t much. 

If you want to know just how little time there is, visit the official web site of the Hong Kong WTO Ministerial – http://www.wtomc6.gov.hk.  Their countdown will tell you there are only 68 days until the Ministerial starts – 73 days until it is due to draw to an end – and no one seems particularly optimistic about how it will end.  The WTO stories one reads nowadays are not stories of achievement but stories of disappointment, near deadlock, and the brink of resignation, occasionally offset with what might be called accusatory public relations pep rallies.  The headline, “Commission hopeful about WTO deal despite US obstacles,” is in the latter vein.  

The problem is that the negotiators have miles to go in every area that counts.  That means agricultural, industrial products, services, and rules (e.g. those on antidumping and subsidies).  There is a glimmer of hope with respect to Trade Facilitation, but hope is not an agreement, and even Trade Facilitation has to be part of a larger package. 

That may sound like a prediction of failure in Hong Kong Ministerial, but it is not.  Oddly, things may be roughly where they should be.  Bear in mind three facts.  First, Hong Kong is a milestone, not the concluding meeting for the Doha round.  Second, no negotiation finishes early.  And third, this round is an extremely complex.  Its substantive targets may be less ambitious than those of the Uruguay Round, but as a negotiating challenge it is second to none.  

***

Elsewhere in this issue we report on GBD’s colloquium in the aftermath of the Katrina.  We also share fragments of the speech that Arizona Congressman Jim Kolbe gave at a recent American Bar Association conference on the WTO.   Oddly, Katrina helped us understand just how complex modern societies are – from the provisions made to supply insulin to diabetics to finding new supplies of liquid hydrogen for steel makers.  All of the outrage notwithstanding, America was not overwhelmed by Katrina.  It coped, experts jumped in, and problems were solved. 

The Kolbe speech is a reminder that trade politics too is a complex endeavor.  That doesn’t mean that big goals cannot be achieved.  It does mean that we should to pay attention to the political experts, especially when they seem to be in agreement.  And they are in agreement on this: Hong Kong matters.  

R. K. Morris 
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KATRINA SNAPSHOTS
The Global Business Dialogue held a colloquium on the Katrina Crisis on Thursday, September 8.   A lot had happened between the triggering disasters of August 29 and the GBD session on September 8.  And a lot has happened between then and now.  Surely, some of what our speakers said then would need to be modified by updates if their presentations were given today.  This short report highlights a few of the facts brought out by three of the five speakers on September 8.  Later we will report on the other two presentations.  

Pharmaceutical Needs and Assistance

“Our industry so far has donated over $42 billion,” to Katrina relief.  Mark Grayson, who made that statement, handles strategic communications for the Pharmaceutical Research and Manufacturers Association.  He amended it with the guess that the number is probably “closer to $50 or $60 million, given a number of things that we cannot quantify as yet.”  [That was then.  Today, October 6, the figure is over $120 million.]

When he got to the details of PhRMA company giving, some of things Grayson mentioned were: 

· PhRMA members work with groups like Project Hope and the Catholic Medical Mission Board with warehouse facilities in the region. 

· The state of Louisiana had requested and a PhRMA company delivered 40,000 doses of DPT vaccine, which immunizes young children against diphtheria, pertussis (whooping cough), and tetanus. 

· They are supplying the drug Provigil – created for shift workers – to people working long hours in the Gulf. 

· Giardiasis, a water borne dysentery, is a real danger for relief workers and victims in the Gulf, and drugs are being supplied for that. 

· Infant formula.  They are working not only to supply it but to supply only the reconstituted kind.  In aftermath of Katrina, formula that had to be mixed with water would have been useless.

· Diabetes.  One company set up a diabetes clinic in Baton Rouge.  Another got clearance to fly in a corporate plane loaded with medicines.    

***

Farmers’ Corn Piling Up

Gary Blumenthal, president of World Perspectives and an expert on trade in agriculture, described the process that Katrina had disrupted.  “The whole movement of millions of tons of grain is a choreography between different transportation modes,” Blumenthal said, “and it all got kind of thrown away” as a result of Katrina.  Among the details, Blumenthal cited were these: 

· Exports account for one-quarter to one-third of U.S. farm income. 

· Pre-Katrina, 60 to 70 percent of U.S. agricultural exports moved through the Port of New Orleans;

· Roughly 70 percent of U.S. exports of corn and soybeans are shipped through New Orleans; 

· Unable to ship, corn is piling up, prices are falling, and, in a modification of usual policy, USDA is allowing corn stored on the ground – rather than in silos – to be eligible for loan programs. 

· Increased fuel prices could influence farmers worldwide in the choice of the crops they grow.  Some, Blumenthal suggested, might in future choose to grow more soybean and less corn, since it takes less energy to produce soybeans. 

· With the Coast Guard [on September 6] allowing only vessels with a draft of 35 feet or less to use the Port of New Orleans, the Panamax vessels, “the most efficient way to move grain,” gain cannot be used because they have a draft of 38 feet. 

***

Steel and Liquid Hydrogen

Adam Parr of the Steel Manufacturers Association said two of his member companies had been hit directly by Katrina and the ensuing floods, Bayou Steel, and Gerdau AmeriSteel.  Both were shut down by the storm.  The industry, he said, was hit by a shortage of liquid hydrogen, which is essential in the cold rolling process.  That’s because an Air Products facility in New Orleans, a facility that supplied roughly 30 percent of the U.S. market for liquid hydrogen, had also been shut down by the storm.  

Adjustments were being made.  Producers were shifting to other production methods and other suppliers were being found to fill the gap, but that was part of Katrina’s punch to the steel industry, a big cut in the available supply of liquid oxygen. 

Other products – notably scrap metal – should be cheaper and more plentiful as a result of Katrina, and in the end, Mr. Parr did not expect steel shortages to complicate the rebuilding process when that gets under way in earnest.  There may be other shortages, he said, from concrete to skilled engineers, and there already are higher fuel prices, but steel itself should not be a problem. 

Editor’s Note: There was a tape running during most of the September 8 session on “The Katrina Crisis.”  From that GBD has prepared transcript, not a verbatim transcript but a “virtual transcript.”  We would be happy to provide a copy of this document to any GBD member would like one. 
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KOLBE’S RED FLAGS
Congressman Jim Kolbe of Arizona is a Republican champion of free trade who doesn’t think Republicans can do it alone – not when “it” means approving the “Doha Development Agenda Agreements Act of 2007.”  (There is no bill yet, of course.  The name is an educated, optimistic guess.)

In a recent speech to the International Law Section of the ABA, Kolbe made it clear that the Doha round faces lots of uncertainty, and lots of tests well ahead of any possible vote.  If this December’s WTO ministerial in Hong Kong is a failure in the sense that the 2003 Cancún Ministerial was a failure, then, in Kolbe’s view the round may very well be over.  The reason is Trade Promotion Authority, Congress’s statutory promise to the Administration and to America’s trading partners to give the final deal an up-or-down vote with no amendments.  That runs out in June 2007.  If the deal isn’t done by then, Kolbe believes, it will be too late. 

That is why a success in Hong Kong is so important.  
“There is not enough time for us to have a failure in Hong Kong and to pick up the pieces in time before TPA expires,”  Kolbe said. 

He defined success in Hong Kong as “Significant new offers for liberalization in agriculture, in services, and in manufacturing coupled with a commitment to make those offers more specific as modalities in further negotiations over 2006.”

Throughout his presentation, Kolbe stressed the need for an ambitious Doha round result across the three pillars of agriculture, manufacturing and services.  “We must remember:  the Doha negotiation is a comprehensive one that encompasses all sectors.”  

It was farmers and agriculture he focused on, though, in explaining the core political dilemma.  American politicians from the so-called red states, the states that voted for George Bush in 2004, will not, by themselves, be able to push a big trade bill through the contentious aperture of a House vote.  Imagining the political landscape when the Doha Round is a roll call vote and not a far off negotiation, Kolbe warned:
 “Red state farmers who farm cotton, rice, sugar, and dairy may lose in an agreement.  Textile workers in states throughout the South will not look favorably on a WTO agreement.  They never have.  …A significant number of those red state Republican members – who have recently voted for free trade agreements like CAFTA – will have to be replaced with blue state Democrats.”  

Kolbe noted, however, that “No future trade agreement will pass the US Congress if it does not carefully balance agriculture interests in favor of free trade.  Agricultural interests have traditionally been the backbone of coalitions passing trade agreements.”  He said, “Farmers in both the EU and the U.S. need to know that the Doha agreement ultimately is not just about more market access to each other. Farmers everywhere need to be persuaded that the entire world can be their market again.”  
Kolbe linked the opportunity of the Hong Kong Ministerial with the prospect meaningful reform in U.S. agriculture policies – largely due to budget pressures.  “When the last farm bill was written,” Kolbe said, “… the congressional committees catering to agricultural interests took advantage of unrealistic expectations of budget surpluses.”  Implicit in his remarks was that the new budget realities, the next farm bill, and the Doha round are likely to cut both subsidies and trade protection for agriculture, posing a threat to producers who depend on one or both.  

Recognizing the round’s focus on development, Kolbe said, “more consumer choice at lower prices has the potential to more fully integrate the world’s poorest countries in the global economy in a way that provides independence through markets rather then dependence on foreign aid.”  He believes there may be an opportunity for some members of Congress, particularly Democrats, to coalesce around the theme of development, reforming subsidies, and helping developing countries.  

Editor’s Note:  The full text of Congressman Kolbe’s September 29 ABA speech can be found on the GBD website at http://www.gbdinc.org/Notebook/WTOATTEN.doc. 
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THE OTHER (CUSTOMS) KYOTO – DONE 
The Kyoto convention on climate change languishes in Senate limbo.  The Kyoto convention on customs procedures, however, is now, at least prospectively, the law of the land.  

The Senate gave its advice and consent to the accession of the United States to the convention on September 26, 2005, by a vote of 87-0.  The Revised Kyoto Convention, more formally, the “Protocol of Amendment to the International Convention on the Simplification and Harmonization of Customs Procedures,” is designed to modernize Customs administration and facilitate trade by the world-wide adoption of core principles of modern Customs administration. These principles include:

· Standard, simplified Customs procedures;
· Modernization of Customs control techniques; 

· Maximum use of information technology and automation;
· A mandatory partnership between Customs and business;
· Adoption of modern risk management techniques (risk assessment and selectivity of controls);
· Making information on Customs matters easily available to the public;
· Full use of electronic funds transfers; and
· The right of appeal of a Customs decision to an independent authority

The Revised Kyoto Convention is administered by the World Customs Organization (WCO), headquartered in Brussels. The WCO has as members 164 Customs Administrations processing over 99% of all world trade.

The WCO is working in close cooperation with the World Trade Organization’s Doha Round negotiations on trade facilitation and has pointed out to the WTO that the terms of the Revised Kyoto Convention address with specificity many aspects of Articles V, VIII and X of GATT that are currently being discussed in the negotiations.

The Revised Kyoto Convention will come into effect 3 months after 40 Parties have acceded to the Convention. Currently, 38 Parties, including the European Union and its member states, China, Japan, Korea and Canada have acceded and a number of other countries, such as the United States and India, are in the final stages of the accession process. It is expected that the Revised Kyoto Convention will come into effect later this year. 
A Convention In Three Parts

The Revised Kyoto Convention consists of three parts: 

1. a Protocol of Amendment; 

2. a General Annex with 10 Chapters setting forth Standards and Transitional Standards covering general topics such as clearance and Customs formalities, duties and taxes, Customs control, and information technology; and 

3. 10 Specific Annexes containing 25 Chapters setting forth Standards and Recommended Practices covering particular Customs procedures such as Customs warehouses and free zones, transit and temporary admission of goods. Acceding Parties must accept all Standards and Transitional Standards in the General Annex without reservation. In general, however, the Parties are free to accept or reject the provisions of the Specific Annexes.

Editor’s Note: We are grateful to Stephen Creskoff for bringing this development to our attention and, not incidentally, doing most of the work of preparing this article.  Mr. Creskoff, an attorney based in Washington, D.C., is currently Project Director for a World Bank project advising the Russian Federation on accession to the Revised Kyoto Convention and to the WTO.   
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OCTOBER 11 – TRADE FACILITION
Red Tape, Scissors and Hong Kong: 

Trade Facilitations and The Doha Round
On Tuesday, October 11, the Global Business Dialogue, in cooperation with the Trade Facilitation Alliance, will host a colloquium on this key element of the WTO negotiations. 
Time & Place
The program will run from 9-10:30 a.m. at the St. Regis Hotel in Washington.  The St. Regis is located at 923 16th Street, NW.  Coffee and registration will be available from 8:30 a.m.

Speakers

The speakers will be Matthew Rohde from the Office of the U.S. Trade Representative; David Wakefield of the Trade Facilitation Alliance; S. V. Divvaakar of Ace Global in New Delhi; and Claes Hammar of the Swedish Embassy. 

Price

$40 general admission.  There is no charge for GBD Members, U.S. Government staff or press. 

To Register

Call the Global Business Dialogue at (202) 463-5074 or send an email to registrations@gbdinc.org.  Those paying by credit card can register on line at www.gbdinc.org/main_html/events.htm.
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