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THE HONG KONG WTO TRADE MINISTERIAL IS FINISHED: ……. SO WHAT? 
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IN THIS ISSUE: We review the outcome of the World Trade Organisation (WTO) 6th  
Trade Ministerial recently held in Hong Kong. What benefits can this round provide for  
the region’s private sector? Is there any news which facilitates improved sales for your  
business? What new opportunities or threats are on the horizon? 
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SUMMARY OF CARICOM POSITIONS  
 
The focus of the Hong Kong Ministerial was to further the implementation of ongoing negotiations 
at the World Trade Organization (WTO) and advance the implementation of the “July Text”. The 
so called “July text” was a compromise position negotiated to break the deadlock after the 
Cancun ministerial in 2003 which essentially threw the Doha development discussions into a 
tailspin.  
 
CARICOM Governments have articulated the region’s principles governing the negotiating 
position at the 6th Ministerial of the World Trade Organization (the Multilateral organization 
responsible for enforcing global trade rules) which could be summarized as follows: 
 

1. The region wants to be insulated from similar liberalization commitments as other 
developing countries and be treated as small vulnerable economies; 

2. Small vulnerable economies should be allowed exemptions for special products from duty 
reduction; 

3. Preferences should be preserved for vulnerable small economies especially in 
longstanding areas such as bananas and sugar; and 

4. Greater technical assistance is required if CARICOM is to open its economy any further.  
 
In a nutshell, these points governed every position taken in the discussions, and although not 
particularly offensive (i.e. promoting any export interests), were informed by national positions 
articulated in various preparatory meetings leading up to the Ministerial. 
 
Sectorial Positions 
The position on agriculture was essentially four-fold: 

1. insist on moderate tariff reductions from the bound rate (the bound rate is the maximum 
tariff level to which a WTO member can apply tariffs outside of antidumping and other 
trade defense actions); 

2. insist on being able to designate special products (SP) and to be able to use a special 
safeguard mechanism (SSM) to protect vulnerable sectors; 

3. Goods which benefit from preferences should be treated as sensitive by the preference-
giving countries (e.g. the European Union) so as to limit the competition from other 
countries; and 

4. The Caribbean should have the flexibility to use export subsidies and domestic support 
measures that are currently available to developing countries. 

 
The Caribbean’s main interests in agriculture are highly defensive, stemming from the small size 
of operations, uncompetitiveness of primary products, and the continued dependence on 
(declining) preferences for key export commodities. Emphasis was therefore placed on gaining 
some ground in achieving flexibility for developing countries in the market access modalities. It is 
for that reason that the discussions on moderate reduction from bound tariffs, Special Products 
(SP), and the Special Safeguard Mechanism (SSM) assumed great importance. The meeting, 
however, had little scope for convergence on the tariff reduction formula, given the wide 
disparities that exist among members. In relation to export competition and domestic support, the 
region called for continued access to the flexibilities that currently exist for developing countries 
while maintaining a watching brief on any new commitments that might apply to developed 
countries.  
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The position on Non-Agricultural (Industrial) Market access, otherwise called NAMA, was 
essentially that the region could not adopt the “Swiss formula” which would impose steep cuts in 
tariffs and expose Caribbean firms to too much competition with too little adjustment time. It was 
proposed that the Caribbean be exempt from this drastic formula.  

The region was also aggressive on the issue of maintaining preferences. Negotiators were also 
opposed to any initiatives to cap tariffs, and begin a process of reducing those tariffs, which were 
not currently bound by WTO rules.  

Additionally, “for NAMA (i.e. industrial products market access), the proposal from small 
economies is that developing countries, ….be allowed to apply tariff reductions that don't exceed 
15% with a minimum of 10% over the tariffs lines, with no more than half of the cuts at the lowest 
level.” 

In services discussions, the region rejected an attempt to force rapid liberalization through 
benchmarking, that is, numerical targets for the reduction of measures protecting local service 
providers. The region also opposed mandatory plurilateral negotiations to accelerate multilateral 
liberalisation. Both benchmarking and obligatory plurilateral negotiations threatened reductions of 
domestic measures (including economic needs tests, commercial presence requirements etc.) too 
quickly for developing countries and in sectors that they might not be ready to liberalise. In this 
way, the principle of flexibility for developing countries built into the GATS was upheld. Some 
WTO Members have formed alliances and made collective requests to other trading partners; 
others will continue to use the bilateral approach. Revised offers, based on either approach, 
should be ready by July 2006. 

In terms of what are called development issues (i.e. those issues which prevent firms in 
developing countries to take advantage of market access) The Caribbean reaffirmed the three 
benchmarks to assess the development dimension in the negotiations and their outcomes 
provided in the Doha Ministerial Declaration, as namely: 

1. balanced rules that provide developing countries the policy space to pursue development 
policies most suited to their levels of development and needs; 

2. enhanced market access of interest to the developing countries; and  
3. capacity building programmes and technical assistance …” 

 
OUTCOME OF HONG KONG MINISTERIAL 
It is felt that the main win was the agreement of 2013 as the end date for eliminating agricultural 
export subsidies. It was also felt that the Caribbean gained through the recognition of small 
economies, and the adoption of the need to designate special (sensitive) products which would be 
shielded from any brutal reductions in tariffs. It was on the basis of these gains that the region 
conceded on accepting the “Swiss formula” for tariff reductions which is argued as the most 
aggressive liberalization formula amongst a range of options proposed during the Doha Round. 
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Here is a relevant summary of the outcome of the Hong Kong Ministerial: 
1. To improve customs operations (i.e. the faster clearance of goods through ports) and 

trade facilitation the following were recommended without consensus: 
a. their should be publication of trade regulations and all fees and fines associated 

with customs and border measures; 
b. Customs and trade enquiry points should be established; 
c. The trade community should be notified prior to implementing new measures; 
d. Appeal provisions should be transparent; 
e. There should be no consular transactions; 
f. Regional transit arrangements should be promoted; and 
g. Customs clearance times should be regularly published 

2. On the issue of agriculture it was agreed that: 
a. On domestic support, three bands would be used in the tiered formula with the 

EU in the top, the US and Japan in the middle tier and all others in the bottom 
tier. No reduction rates or timeframes were agreed; 

b. all export subsidies and measures of equivalent effect are to be eliminated by the 
end of 2013; 

c. There is agreement that countries can designate products as “special” based on 
the criteria of food security, livelihood security, and rural development, and apply 
a special safeguard mechanism (i.e. a protective tariff or quota); 

d. On the banana issue, the fact is that the EU will proceed with the tariff-only 
system (Euro 176/ton), subject to the monitoring mechanism.; 

3. On the issue of industrial market access (NAMA) it was agreed that;  
a. tariff peaks (i.e. unusually high tariffs above the average) are to be eliminated 

and tariff escalation (i.e. a higher import duty on processed foods versus fresh 
produce) reduced through a specific formula; 

b. Final recommendations on the tariff reduction formula should be concluded by 
April 30, 2006; 

4. On services, it was agreed that bilateral requests for improved market access 
commitments should be made by February 28, 2006 and final market access 
commitments should be submitted by July 31, 2006; 

 
Other areas being negotiated include Intellectual property rights, environmental goods, cotton, 
dispute settlement, technology transfer, debt/finance, e-commerce and aid for trade. 
 
 
IMPLICATIONS OF THE HONG KONG DECISIONS FOR CARIBBEAN BUSINESS 
 
From the CRNM’s recent private sector survey, the participants indicated that trade negotiations 
offer the private sector benefits which include  the following: 
 

1. improved market access; 
2. faster clearance of goods at customs both locally and offshore; 
3. ability to move more freely to provide services; 
4. easier access to development financing for expansions;  
5. greater protection for their overseas investments; 
6. less onerous rules of origin requirements; 
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7. improved ability to bid on overseas government contracts; 
8. non discrimination on the application of border measures pertaining to standards and 

food safety/pest control; and 
9. improved ability to bid on service contracts. 

 
However, it was indicated that the major obstacles to improved global sales and benefits indicated 
above included: 
 

1. inefficient customs operations (i.e. poor trade facilitation): 
2. complex non tariff barriers ; 
3. absence of professional recognition for services accreditation; 
4. opaque trade rules in the Americas; and 
5. Rules of origin which deter assembly operations. 

 
It would seem that the trade facilitation issue is a critical one for the region’s private sector as this 
issue impacts the cost and speed at which raw materials are cleared locally and exports are 
cleared in the export market. Where the WTO Trade Facilitation provisions can provide clearer 
customs rules which prohibit for example, sudden changes in customs administration without prior 
notice, the trading community will benefit from more transparent rules to allow for more 
predictability in clearing goods. Additionally, consignees and dealers in the export market will 
similarly benefit where rules are simplified and made more transparent. Additionally, where the 
WTO can provide some technical assistance to facilitate computerization at ports etc, this can 
speed up the processing of the myriad of forms needed to clear goods through customs. 
Additionally, were Electronic online processing is facilitated via some WTO financial resources, 
errors can be reduced and the private sector subject to less fines and other punitive measures. 
 
Where subsidies are reduced, the private sector could face higher prices for some of its raw 
materials, and consumers could face higher prices for final products. Where the region sources its 
raw material mainly from North America which could be mandated to reduce its subsidies by over 
70%, this could translate into massive price increases which could negatively impact profitability 
and drive some inflation uptick. There is an alternate view that reductions in subsidies may not 
necessarily translate into higher prices. What is more likely to happen is a shift in market share 
from the (previously) subsidized to the non-subsidized producers and countries. Yes, there may 
be lag effects but these pan out very quickly in agricultural markets. In any case, the actual 
reduction in subsidies is not what it’s made out to be. Firstly, reductions will take place from 
bound levels, so a lot of what would be reduced would be their ability to give subsidies rather 
than the subsidies themselves. Secondly, a lot of the subsidies will change their form (from 
product-specific to non-product-specific) but the payments will continue nevertheless. 
 
Preferences remain a divisive issue and it would seem that businesses in CARICOM should begin 
to factor into their business operations exporting without preferences. This could imply greater 
competition where exclusive arrangements such as quotas are phased out. Additionally, where 
preferential prices are removed, export revenue could decline where productivity does not 
improve sufficiently.  
 
Services firms need to prepare for greater competition. The current discussions in services are 
geared towards furthering a liberalization agenda. This could expose services firms to greater 
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competition, but it will be necessary to play a “watch and move” game where we watch what 
others are demanding in our areas of export interest. It must be noted that this strategy will 
become necessary as most Caribbean territories have not made any requests in this process, and 
as such may not meet the July deadline.  
 
Caribbean service providers should however develop positions which push for greater ability to 
travel to provide services (what are called Mode 4 rights). If the developed markets are not 
prepared to concede to provide for greater freedom to travel to where the service is demanded, 
then Caribbean service providers could see themselves exposed to greater services competition 
without meaningful access to overseas markets. 
 
On the issue of industrial market access, firms involved in manufacturing will be exposed to 
greater levels of imports as tariffs are reduced through the “Swiss formula”. A firm in the furniture 
industry in Jamaica for example, who currently is protected by a 20% CET, could see that 
reduced to a single digit duty. Imported furniture could displace local furniture if local firms do not 
improve their efficiency. Additionally, those distributors of imported furniture could benefit from 
better margins as retail prices will be “sticky downwards”. 
 
Lastly, where local tariffs are reduced, governments in the region will have fewer resources to 
invest in infrastructure and as such production costs could be inflated. However, where tariff 
peaks (i.e. tariffs that are substantially higher than the average) are removed, consignees in the 
export market will have a stronger motivation to import and as such export sales could improve. It 
is also plausible to assume that governments across the region could resort to other internal value 
added taxes and charges to replace any revenues which could be lost to duty reductions and 
elimination. It may also be expected that member states with no income taxes, could be forced to 
impose those taxes.  
 
In the end, with technical meetings, and “mini-ministerials” for 2006 to break some of the 
remaining deadlock issues in areas such as preferences, market access and services, companies 
are urged to keep in close contact with their governments to shape the positions being taken. 
CARICOM is currently in a “state of reflection”, and with April fast approaching as the deadline for 
modalities for market access for goods and services, firms need to make specific proposals to 
their Trade Ministries. It is also recommended that regional sector organizations also be further 
engaged in preparing regional positions on their specific issues.  


