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Chapter

WTO AND INDIA

S ; =Jations), the greatest event to occur in
;:Ctz::a:,’lr::‘jh::dbeei;]:It]l:‘ ISr:tting l;p of WTO (World Trade
Organisation) in 1995. WTO replaced GATT (General
Ag‘:eement on Tariffs and Trade) formalised in 1947. In
this chapter, we shall discuss:
GATT and multilateral trade negotations
Functions and organisation of WTQO
WTO agreements
India’s commitments to WTO
Benefits proclaimed for India
A critical review of the working of WTO
Singapore issues and Doha Declaration
Hong Kong Ministerial Conference
Bali Package '
Nairobi Ministerial Conference

GATT AND MULTILATERAL TRADE
NEGOTIATIONS

GATT was signed by 23 countries in 1947. India was
one of the founder members of GATT. Over the years the
membership of GATT swelled and in 1994 touched 118
mﬁes. GATT was all along concerned with the promotion
of. International trade through tariff reduction, doing away
with non-fliscﬁminatory practices among trading partners,
and evolving rules to counter protectionism. The guiding
principle of GATT was what is known gs the MFN (most
Javoured nation) clause. This Clause says that “gny
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GATT provided for reduction i, tarj f
restrictions in a phased manner over 3 Periodnffs g,
down that this task would be aCCOmplishegf. e,
‘rounds’ of trade negotiations to be held from In gig

In all, eight Rounds of Multilaterq Trade ]tvlllle
(MTNs) were held under the auspices of Ga egona,,-%
Geneva (Switzerland) in 1947; second in +firy :
in 1949; third in Torquay (UK) in 1950-51 fOu:tcy (Pray,
sixth in Geneva (Switzerland) in 1956, 1960-6 it g
67 respectively; seventh in Tokyo (Japan) in 1973;1d 19
the eighth and final round at Punta Del Este By
1986-1994. Known as ‘Uruguay Roung’, the eighth M
took more than eight years of complex negon_at.ROlmd
considerable differences existed among the memberlmE )
on the various issues under discussion like the
agricultural subsidies, Multi-Fibre Arrangement Mtk
access, trade in services, anti-dumping, intellectual’pmﬁ
rights etc. Because of the substantia] differences gy,
member nations on these contentious issues, the then Directy
General of GATT, Arthur Dunke] came up with a Dt
Final Act, embodying what he thought could be the agreet
outcome of the Uruguay Round. This was offfered as
single treaty, i.e., in a Jorm of a package — no elemn
of the treaty could be considered as agreed unless the ol
Ppackage was agreed. Known as Dunkel Draft, it came
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for intense discussion and debate in the developing countre
and public opinion against signing the Draft became :
and more vehement as it was felt that the Draft was h“'fﬂy
biased in favour of the developed countries and agi™
developing countries, and it was so designed as to leal”
a surrender of sovereign authority of the govemmeﬂ“:{
developing nations. It was only after a great i
Del sion and threats by the developed coumm_i e
the USA)! that the governments of developing coct
1bed and on April 15, 1994, the Fioal Anuli“
nately approved and signed. Althoughall memb:ayﬂ"“
signed the Final Act and it appears that /"
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otherwise they could have been isolate
Sf‘s?cm‘ﬂm representing 90 per cent of
ma{nsti';‘ncem of the developing
E?I?il:imiSe the danmgc . Ihcr'cl‘orc. a5 correctly poingeq out
. Muchk““d [)ub.c_\. the claims regarding the benefits that
) cloping coumrnﬁcs !la\'c‘gm out of the Negotiations are
an attempt to ‘rationalise the Inevitable’ 2 -

d from the
world trade, The
countries hag been 1o
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mns AND ORGANISATION of

WTO

\
The signing of the Final Act of the Upy

member nations of GATT in April 1994 paveq the way fi
the setting up of the World Trade Organisation (WTQ)y :;
agreement to this effect was signed by 104 members, ‘The
WTO Agreement came into force from J anuary 1, 1995 and
India became a founder member of the World Trade
Organisation, by ratifying the WTO Agreement on December
30, 1994 (the present membership of WTO is 162 countries).
The former GATT was not really an organisation: it was
merely a legal arrangement. On the other hand, the WTO is
a new international organisation set up as a permanent
body and is designed to play the role of a watchdog in the
spheres of trade in goods, trade in services, foreign
investment, intellectual property rights etc. It has the

following five functions as set out in Article III:®

First, the WTO ‘shall facilitate the implementation,
administration and operation, and further the objectives, of
this Agreement and of the Multilateral Trade Agreeme_nts,
and shall also provide the framework for the implementation,
administration and operation of the Plurilateral Trade

/
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he NTO ‘shall provide the forum for
on ’oers concerning their multilateral
dealt with under the Agreements
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779 ten Ministerig] Yormtey
Singapore (9-13 p
1998): Seattle (30
(9-14 Novcmber, 200
Hong Kong (13-18 pe
3 December, 2009);
(3-7 December 2013

cember 2005); (jcn‘ |
: , : eva (30N
Geneva (15-17 Decem oo

); and Nairohj (15-19 December, 20| 5)

members. It itself meets as the Dj

sputes ¢
Body (DSB) and the Trade Policy Revi e

ew Body (TPRB).
Issues at Ministerial Conferences

The. first Ministerial Conference held at Singapore
saw the interested members of the WTO negotiating on
Information Technology Agreement and the launch of work
programme on the four so-called Singapore issues, namely
(1) Relationship between Trade and Investment;
(2) Interaction between Trade and Competition Policy;
(3) Transparency in Government Procurement; and
(4) Trade Facilitation. The Geneva Ministerial Conference
was timed to coincide with the celebrations of the 50 years
of the GATT multilateral trading system. The Seattle Ministerial
Conference collapsed without being able to reach a consensus
on the Declaration to be adopted by the Ministers. The
Doha Ministerial Conference adopted Comprehensive Work
Programme, called the Doha Development Agenda,
launching negotiations on some issues and setting out
additional parameters and time frames for the negotiations
on agriculture and services that had commenced on J anuary
1, 2000 in accordance with the mandates in the respective
WTO Agreements. The Doha Ministerial Conference also
adopted a Declaration on TRIPS (Trade Relatec}) Int.e]'lerc\tuoei
Property nghts) and Public Hcal:lh g::c :ms.egl};l: o
Implementatlon-Related Issues an =
Ministerial Conference at Cancun was meant mamz oy
a forum to review the progress of negotiations urer

Doha Work Programmeé mandated at Doha but ended ina

i ition levels
fiasco as serious differences emerged in the ambition 1

f WTO members on the two most contentious ISSUEs,
0

i  oanore Issues. The Sixth
namely, Agriculture and Singap A

Ministerial Conference at Hong Kong ;306 e
of negotiations (launched at Doha') in s
time frames and targets for specific areas.

L e T
WTO AGREEMENTS
pe divided int the

The main WTO agreements can
following categories:
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« members have to tr . —
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from this rans uun.f ¢ -”’ i an average by 36 per cent in
products are (o be reducec t\"l e the case
the case of developed countries .l[ll? 24 per cent in the casc
of developing countries. The rmluclunp were required lo'hc
undcrtnkt‘n over O years in the case ol dey L‘lnpcd countries
and 10 years in the case of developing countries. The least
developed countries were not required to make any
commitment for reduction.

2. Agreement on trade in textiles and clothing
(Multi-Fibre Arrangement). This provides for phasing
out the import quotas on textiles and clothing in force under
the Multi-Fibre Arrangement since 1974, over a span of
10 years, i.e, by the end of the transition period on January |,
2005. As a result, quotas on textiles and clothing have now
been abolished.

3. Agreement on market access. The member nations
are required to cut tariffs on industrial and farm goods in
a bid to promote foreign trade and provide better access to
foreign competitors in their domestic markets,

4. Agreement on TRIMs. The Agreement on Trade
Related Investment Measures (TRIMs) calls for introducing
national treatment of foreign investments and removal of
quantitative restrictions. It identifies investment measures
which are inconsistent with the GATT provisions on according
national treatment and on general elimination of qualitative
restrictions. “These are measures which impose on the
foreign investors the obligation to use local inputs, to produce
for exports as a condition to obtain imported goods as

o, o EHIOIE IRIFS Agreement,
b 0 g iy o i -

WInty

was observed in the case of the pharrnacemicl
where some countries protected the end pmdua
many countries protected only the process ol'manut?t l
and some chose to protect neither. Under thes a?tlmng
patent laws, the trade interests of the developeq € "logg,
were affected adversely. Therefore, under TR]Pcou"kies
Related Intellectual Property Rights) Agreemem ass (Tr
in the Uruguay Round, these countries forgeq the Ccep}Ed
ol stringent conditions for the protection of the intélloptmn
property rights (IPRs). Moreover, the ScOpee lec

Agreement was also widened to coyer patents, ¢, Of the
and related rights, geographical indicators, i“dUSt,rial l:iy”_ghts
layout designs of integrated circuits, and Pfotec:m 3
undisclosed information. In the Sield of Jood, d'."T’ of
drugs and chemical products, the TRIPs 4 gree ity
JSor granting product patents (whereas, earlier gp pro

patents were used to be granted). Such P'Oduc; pmz'ess
will be available for 20 years. In the case of copyrighy am:
related rights, protection will be available Jor 50 year:

/.\ transition period was allowed to a]| developip
countries to give effect to the provisions of the TRIPE
Agreement. The period expired on January 1, 2005, Thus
the regime of product patents has now been introduced,

6. Agreement on services. For the first time, traqe
in services like banking, insurance, travel, maritime
transportation, mobility of labour etc. was brought within
the ambit of negotiations in the Uruguay Round. The GATS
(General Agreement on Trade in Services) provides a
multilateral framework of principles and services which
should govern trade in services under conditions of
transparency and progressive liberalisation. It spells out
certain obligations like grant of MFN status to the other
member nations with regard to trade in services, maintenance
of transparency and also a commitment for liberalisation in
general terms.

7. Disputes Settlement Body. Settlement of disputes
under GATT was a never ending process. There was.amPl"
scope for procedural delays, objections could be raised &
each stage of the dispute settlement process, and o

ports could be rejected by the offending party-mb

putes Settlement Body (DSB) set up under W10 see
' plug these loopholes and thus provide swww
ability to the multilateral trading system. It has 2
mandatory to settle a dispute within 1%

of the disputes settlement panels Wi
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pIA's COMMITMENTS TO WTo
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m India has made Number of
N 0

ﬂkenIq 1o WTO. The main commitments
jme

“‘mmina fields:

fOlln\\ “Tarm' Lines.

are in the

As ‘;1. mchhcr of the WTO, India
'bom 7 per cent of its tariff lines whereag prior l;w
pou® Jgu’d‘ Round only f P L:L‘m of the tariff lines ey
e ;C(;urxtn' “pinds” a tariff rate by committing thaj
Wi ot raise tariff on that product beyond the “poyp»
LU "For non-agricultural goods, with a few exeeptions
” il of 40 per cent ad valorem on ﬁnisheci
celll;f' and 25 PEr cent on intermediate goods, mackinery
équipment were undertaken. The phased reduction to

ound Jevels was required to be undertaken over e
March 1995 t0 the year 2005.

go0*
ad
fese 0
dod L
. Quantitative Reftl‘ ictions (QRs). QRs on imports

’ ained on balance of payments grounds were notified
ma\lVT 0in 1997 for 2,714 tariff lines at the eight digit level,
view of the improvements in India’s balance of payments,
& Committee On Balance of Payments Restrictions had
sked [ndia for a phase out for the QRs. An agreement
between USA and India was reached which envisaged the
shsing out of all QRs by India by April 1, 2001. In line with
this agreement, India removed QRs on 714 items in the
Exim Policy announced on March 31, 2000 and on the

remaining 715 items in the Exim Policy announced on
March 31, 2001.

3. TRIPs. The ruling of the two WTO Dispute
Setilement Panels following the complaints made by the
USA and the European Union that India had failed to meet
its commitments under Article 70.8 (requiring the setting up
of the Mail Box System) and Article 70.9 (granting of

etu%gmg]nats) made it obligatory for the

a to make appropriate amendments

9 April 19, 1999. The Patents
~ . "@(‘ Parliament in

and /lhlhl

523
4. TRIMs
S. Unde .
Countries had g ”'m:::l'””u I'RIMs A)'“‘UTN:nl. dcvclnpmg
3 N per ”
31, 1999 during whic} pk. '0d of S years up to December

o~ with the
were ifi ot
¢ duly notified. The (i(wcmmt

reement provided these
T )
RIMs, viz, that rel

» nt of India notified two
the oot oh i ;lg to local content requirements in
i certain pharmaceut;
divide . pharmaceutical y
S ' cal products and
INg requirement ;
s \ ment in the case of investment ;
2) categories of consumer items e T

S. GATS ,
Services (G::;é)Urlld;.r' the General Agreement on Trade in
Boiels servic; , In }a made.commitmems in 33 activities.
W i d;?rowders will be allowed to enter these
ol act: e ording to the‘Govemment of India, the choice
Ivities has been guided by considerations of national

benefit (viz, the i i
z., mpact on capital .
employment). pitl tnflowe, techmdlogy e

. 6. Customs Valuation Rules. India’s legislation on
: ,l}stoms Valgatlon Rules, 1998, has been amended to bring
1t In conformity with the provisions of the WTO Agreement

on implementation of Article VII of GATT 1994 and the
Customs Valuation Agreement.

BENEFITS PROCLAIMED FOR INDIA

According to the supporters of WTO, India is likely
to derive a number of benefits from its membership of
WTO. The expected main benefits are as follows:

1. Benefits from expansion in trade. Establishment
of WTO was expected to give a big push-up to international
trade by reducing trade restrictions and opening up of
global markets. For instance, the World Bank, OECD and
GATT Secretariat had estimated that the income effects of
the implementation of the Uruguay Round would add between
213 and 274 billion US dollars annually to world income.
The GATT Secretariat had further projected that the largest
increases would be in the areas of clothing, agriculture,
forestry and fishery products an.d pfocessgd food and
beverages. Since developing countries like India had export
competitiveness in these products, they were expected to

i ly. For instance, the Government of quia
et 'conSlde'rab J ic S 1994-95 that if India’s
had estimated in Economic urvey

i i ed from 0.5 per cent
market share 1n world exports increas he
tc | per cent and the country could take advantage odi ,
,mo@ p ities created with the establishment of WTO, India’s
Hade ”mmg‘a‘ins  uld amount to 2.7 billion US dolars extra
( A r year (a more generous esti:zmte could be between
' e US dollars per year):

Jever, as pointed out by Muchkund Dubf,y, GA:ITT
g o world trade were of dubious value
s ly on trade

| ' »‘* jn.‘mfrld trade depends not on
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. o like quahity
hiberahisation but a number of other factor Juction
" ATRRL!
consciousness, proper infrastructure for export |

assured supply of export products, level ol ted '”“‘I”"‘\,; ‘l::l'
and India suflers from a relative disadvantage vis '/I \bis
developed countries in most of these factors. Not on ‘- I“;I'
indulging m projection in a world full of cconomic

political uncertainties is a risky geros, mdes se if the infantion

Is "o mask reality and indulge in half truths

2. Benefits from phasing out of MFA. [t was

argued that the phasing out of MFA (Multi-Fibre Arrangement)
h\\ 2005 would benefit India pushing up its exports of
textiles and clothings. While the dey cloped countries had
demanded a 15 year period, the dey eloping countries
(including India) had insisted on a [0 year period. Acceptance
of the developing countries’ demand in the Uruguay Round
was enthusiastically received in these countries. However,
the catch here is that the phasing out schedule favoured the
developed countries as a major proportion of quota regime
to the extent of 49 per cent was required to be removed
only during the tenth year, ie., by 2005. Thus, the Uruguay
Round did not provide an immediate market access Jor
the Third World textile exports. This was a well thought
out strategy on the part of the developed countries as this
offered opportunity to countries like Portugal, Greece and
Spain in the European Community and Mexico in the NAF TA
block to strengthen their textile industry in the phase-out
period.

3. Improved prospects for agricultural exports.

The third benefit that India expected relates to the improved
prospects for agricultural exports as a result of likely increase
in the world prices of agricultural products due to reduction
in domestic subsidies and barriers to trade. While on the one
earnings from agricultural exports were expected to
increase, on the other hand India had ensured that al] major
TC es for the development of agriculture remained
exempted from the disciplines in the agricultural Agreement.
Thus, the operation of the public distribution system would
fected by the provisions of the Agreement;
miugmmd by d‘eveto‘ping countries could
,, remain within the prescribed

: and protection necessary

1me the

 as the trade regimes of the latter were
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A CRITICAL REVIEW gp ™
WORKING OF wrq T

trading system and thus create 4 me
environment for India i the new world e

A critical review of the working of W1
period of the last IW()'dL‘Cildcs shows that e OV N
benefits to the developing countries, ip Benera] . eivy
in particular, did not materialize. [p fact, lhc“i ]Mu
within the structure of WTQ® apd itS biag lown "’,
developed countries h.as_lillcd the balance in favou,af
countries in all negotiations conducted sq far ang ﬂ‘:f
1s bound to remain in all future negotiations ¢ well, I8 bigy
as correctly pointed out by S.p. Shukla, the WTO tre(:q’\u‘
the sovereignty of nation-States and signa] the p‘“e
emergence of a World Parliament which hag b Virty
powers to enact international |aws ON Matters Branyyg
under national jurisdiction earljer 8 The main disadvanwtrg
and challenges that India faces under the ney internagjy, .
economic order that is taking shape under W a:ll
follows: %

the

Inequality Within the Structure of Wtq

There is extreme ‘inequality withip the structyre’ of
WTO and it is thig inequality that drives the outcomes.
rather than any abstract notions of free trade. As noted by
Subir Gokarn, “the contents of agreements are determineg
by the leverage that developed countries can exert over the

-developing countries; bribing them to agree and '

to penalise them in other ways if they don’t, Thus, the bt

agreements and subsequent amendments are stacked it
favour of developed countries

Two other aspects of ‘inequality’ also need to &
pointed out, First, a single undertaking framework vo
adopted under the Uruguay Round of negotiations whic
required every country to accept all the Uruguay W‘
Agreements irrespective of its level of economit
development. Thus, the developing countries m
given additional adjustment period to bring their '
in conformity with their obligations. This pl
countries at a disadvantage vis--vis the develo
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WTO and India

disturhing aspect of the functioning of
disputes settlement mechanism of WT(Q
. biased in favour of the rich and
rgued by Harish Rao, the settlement

O_\t

the 1

¢
) is that the ture
\ R it yery na
i ¢ poor” As @ oy &
' ost suited for disputes between equally

d.gﬂ‘._lp’l‘ B
pistt .. This is due to the reason that in

ing partners
gron di;PU“‘ the WTO can only recommend retaliation
o 'm'mdcd member and there 1s no provision for
> a - . ¢
py ¢ retaliation by all WTO members against the erring
“actiVe ‘ ’ S . o
coll;dlr Nor is there any provision for providing
Q‘{ltion to the affected member for the losses
ns : ¥ .
401n such a lopsided structure, a w eak complainant
ain silent rather than retaliate against a

compe
Suffere
Ay pr
niire}r)ﬁxl developed country.
P "

¢ Related Intellectual Property Rights

protection of intellectual property rights — patents,
yrights, trade marks etc. — has been made more stringent
f;o;:he Uruguay Round. This has been done to protect the
ilﬁterests of multinational corporations and the developed
countries as the Agreement on TRIPs is highly weighted in
favour of the patent holders. However, as pointed out
correctly by Muchkund Dubey, protection of IPRs
(imeuectual property rights) is, in itself, anti-competition
and anti-liberalisation and goes against the spirit of opening
up the world economy and global integration. It amounts
to ‘legalising’ the ‘monopoly’ of MNCs. Thus, protection
of IPRs is, itself, a barrier to trade. Let us now see how
the Agreement on TRIPs is likely to work against India.

1. The Patent Act of India, 1970 granted only process
patents to drugs and medicines. This meant that an Indian
company was only required to develop and patent its own
process for producing a drug, it was not required to invent
the drug itself. The company could then legally manufacture
this drug, even if it was protected under a product patent
abroad. Finally, Indian drug companies were allowed to
obtain what are called ‘licences of right’ which allowed
them to produce, regardless of the process used, inventions
(again, usually pharmaceuticals) patented abroad.
~ Thee ' laws have been positive for India.
Indian drug to be among the lowest

Trad

the Goy emment of India |
€

s a8 taken
protect the interests of ken 4 Number
companies, the latter

are
- bound 1o face hey

allowed 1o produce drugs patenteq by MN
! F MNC

. : b H(_”LLI ](ll l]l()l)(:rt) uh
A0TIC re 1a th(\ prll(\n“n y :

s

produclmn are largely in the
15 llqdcrta‘ken h\ agricultural universities and units f
(lndlan Council of Agricu][um] Reseamh s of ICAR
multiplication is in the hands of the Nationa); aWL\crms g
Corporations. This is d nd State Seed

p 18 due to the reason that India bein a
poor country where agriculture is the livelihood of %h
majorit_\" ot the populgtion, the government must bear u\:
re§pon51blllt}' of ensuring the supply of adequate quantities
of seeds. aF reasonable prices to the farmers. The aim is not
to maximise profit as would be the case in the private
sector, but to sustain the livelihood of the majority of the
population on the one hand, and to achieve self-sufficiency
in foodgrains on the other hand. Patenting of plant varieties
will transfer all the gains to the multinational companies.
Almost all new varieties will belong to MNCs simply by
virtue of their massive financial resources. As noted by
Suman Sahai, “Research is unfortunately as much a matter
of talent as of money. More money means more resources
to invest in breeding and it means greater speed in putting
varieties on the market.”!! In terms of financial resources,
there is absolutely no comparison between MNCs and
Indian companies. In fact, the research budgets alone of
some of these MNCs are more than the budget of the Indian
Union. If Indian research institutions are unable to compete
financially and are denied access to patented genetic material
(as TRIPs Agreement is designed to ensure), the Indian
scientists will find it extremely difficult to breed new varieties.
This will gradually become the sole privilege of the large
foreign companies. As a result, the control over our genetic
resources will pass into the hands of MNCs who will not
find it difficult to control the seed production in this country.
Since control of seed production implies control over food
supply, the entire Indian food security system could be
jeopardised and thrown out of gear.'”

3. Under TRIPs, patenting has been extended not only
to plant varieties but to the large area of microorganisms as
well. Microorganisms refer to very small forms of life. In
this category are included such living creatures as bacteria,
virus, fungus, algae (the green scum that grows near
water), small plants and animals, and even genes. As argued
by Suman Sahai, there are vital economic sectors that are
linked to microorganisms, the most important being
agriculture, pharmaceuticals and industrial biotechnology.
In the field of agriculture, efforts are on worldwide to

public domain. Plany breeding
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