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Depoliticizing the global trading system:

The missing item on the WTO agenda at Doha

The world is supposed to be moving towards an era of free trade. The WTO is the designated global agency to realize this process. There are many reservation about both the concept as well as practice of liberalizing global trade particularly in the developing world. However, I do not intend to enter into this debate during the course of this article. Here I would prefer to draw attention to the emerging threat to an open trading system from the growing tendency of some developed countries, led by the United States, to politicise their trade relations. The role of politics in trade is far from new. However, the current intrusion of politics into trade by countries which were supposedly at the vanguard of opening up the trading system, is making a mockery of the principles which are supposed to underwrite the emergence of an open trading system.

Global trade has become much more open over the last two decades. As a result, a number of problems have been faced by many least developed countries, including Bangladesh, due to premature and asymmetrical liberalization of the trading systems. However, many countries such as Bangladesh have also benefited from trade openings around the world which have enabled us to build up a lucrative export trade for readymade garments (RMG), including knitwear. Opening up of global labour markets has also enabled us to export some of our abundant human power, mostly to the Middle East and more recently to South East Asia. Some Bangladeshi migrants have also moved to Europe and North America but this tends to be through unofficial sources rather than as part of a more open global economy.

It is now being realized, that both the growth and predictability of Bangladeshis export market is not just the outcome of a more open trading system but depends on a number of political preconditions. The role of politics in our trade has recently been demonstrated by the fact that the first official visit to the United States on behalf of the newly elected BNP government, is being made not by a Minister associated with economic affairs but by the Foreign Minister. 

In fact, the first visit was scheduled to be made by the new Commerce Minister, in the light of the recent slow down in our exports, to explore the scope for obtaining duty free access for Bangladesh to the US market. The Commerce Minister’s visit has been deferred until after the Foreign Minister’s visit where our good doctor will no doubt be expected to proclaim Bangladesh’s fealty to the US-led alliance which is currently waging war on Afghanistan. During his visit to Washington DC the Foreign Minister may also be asked to clarify his government’s position on export of gas to India. In practice, this amounts to the issue of export of gas by two energy multinationals, one of which is a leading US corporation. These two companies are currently extracting gas from deposits developed by them in Sanghu and Bibiana. For purely commercial reasons, these corporations would prefer to export part of this gas to India since the Government of Bangladesh is facing fiscal problems in buying all the gas these companies are willing to sell. 

The issue of duty free market access for Bangladesh to the US market is likely to be taken up only after our government spells out its position on the two issues of support for the Afghan war and gas exports. That is why the Commerce Minister’s visit must follow rather than precede the visit of our Foreign Minister to Washington. It is to be noted that no one in the US is particularly interested to investigate whether Bangladesh is in a position to offer our RMG exports to the United States on competitive terms or the socio-political consequences of large scale disemployment of young women in our RMG industry due to the contraction in the US market. 

Access for a large number of countries to the US market, is not viewed as the outcome of their comparative advantage to produce RMG or to supply these at competitive prices. This market access is, increasingly, seen as a privilege where the United States feels free to demand a political rent for access to the world’s largest market which accounts for around 17% of global imports. Access to the US market is only partially driven by the laws of comparative advantage. Historically, the US has used access to its market as an economic resource, which has enabled it to negotiate reciprocal access for its own exports to other major markets. In this approach, the US has used access to or denial of its market, as a political instrument. Long before the use of quotas to protect the US textile industry, sugar quotas were used or withdrawn to serve the political strategies of the United States. Total trade embargos were used by successive US governments to penalize politically inconvenient regimes. 

Historically, however, the United States, as the pre-eminent aid donor in the world, used its aid strategy as the political instrument of choice, to exercise political leverage over aid-dependent Third World countries. We have enough experience of aid politics in both the period of Pakistan rule as well as in the Bangladesh period. Today, aid is still used by the United States as a source of political influence. However, the United State is no longer the world’s leading aid donor and its aid is rarely large enough in most countries to enable it is exercise the leverage it once did. US aid is concentrated in fewer countries, such as Israel and Egypt, where the size of its aid commitment is large enough to be used as a political resource to influence policies in an area of crucial strategic importance to the United States.

Today, with the decline in the influence of its foreign aid, the United States has recognized the strategic importance of its market. In countries such as Bangladesh where the US accounts for 50% of RMG export, the jobs of over half a million people, mostly women, are dependant on access to this market. Today, access to the US market is contingent on specific quotas, assigned to particular countries, under the provisions of the Multifibre Arrangement (MFA). The MFA is designed to establish some norms as to the basis on which the US or any other market can be accessed. In practice, enough loopholes prevail, under WTO rules, to enable big trading powers such the United States to exercise complete discretion over who can be given prioritized access to their market as well as on the terms of this access. In recent years, successive governments in Bangladesh have been particularly genuflective to US concerns because of our high trade dependence on the United States. The promise of expanded quotas or their withdrawal, is today as powerful a lever on Bangladesh as was the use of PL 480 food aid in the 1960s and 70s.

The discretionary safeguard clauses under the WTO have enabled the US to pass special legislation providing for a free trade agreement with Israel and Jordan. It has passed similar legislation under the Trade and Development Act (TDA) 2000, for providing duty and quota free access to US markets for sub-Saharan African and Caribbean countries. These agreements are obviously discriminatory towards other Middle East countries as also to Bangladesh, who is already losing market shares to some Caribbean countries, for some of its traditional RMG exports to the US. As a result, Bangladesh is lobbying for special legislation by the US Congress which would give us the same duty and quota free access to the US market as is on offer to these politically favoured countries. We have just learnt from the media that special legislation is being prepared to enable the US government give duty free access to the US market for exports of Pakistani textiles and RMG. This is presumably being offered to Pakistan in political recognition of its support, at various levels, to the US in their war on Afghanistan.

It is evident that the United States is using its market access to Israel and Jordan to retain leverage over them in the conduct of its Middle East policy. Pakistan may also gain from such a politicized trade policy. Similar leverage is exercised over the Caribbean countries which, as immediate neighbours of the United States, fall within the US sphere of influence.

Access to the US market for the Sub-Saharan African countries is also seen as a means of exercising political influence. However, here, while strategic concerns may also be present, the principal US objective appears to be to exercise political influence over the domestic political choices of these countries as to their policy reforms, political dispensation and human rights record. The legislation for the TDA 2000, extends to 72 Sub-Saharan and some Caribbean countries. A significant feature of this Act is the annexed political conditionalties, which demands certain norms of political behavior from the beneficiary countries, in order to become eligible for market access under this legislation. Some 20 African countries, such as Zimbabwe, have already been deemed as politically ineligible to avail of market access to the US, under TDA 2000. Thus, if Bangladesh aspires to be included into the provisions of TDA 2000 or seeks to have a similar legislation passed for its benefit, it had better take a close look at the political conditionalities attached to such a bill and see how far it is in a position to comply with these provisions.

Today, of course, the political provisions linked to domestic governance have been superceded by a country’s position vis-à-vis the Afghan war. Bangladesh has been seeking to justify its US market access on the basis of our unstinted support to the war as also our offers to the US led alliance for access to our sea and airports. It is somewhat unlikely that our offers of real estate will provide sufficient inducement to the United States to give us prioritized access to their market. Pakistan, and indeed Jordan, enjoy a unique strategic advantage, which appears to supercede their economic comparative advantage, in determining market access to the US. Obviously, if Pakistan were to falter in its support of the US war effort or there were to be a change in the domestic balance of power in Pakistan, its most favoured nation treatment by the US could once again be rescinded.

It is argued here that a world trading system, which is already deeply inequitable and loaded in favour of the more developed countries will be reduced to anarchy if major trading countries now establish a tradition for using their markets as strategic assets. In such a system, market access will depend on who you are and how far you comply with the political interests and preferences of some major country. It will not be sufficient for Bangladesh to establish its market competitiveness under such a system. We will have to also establish our political compliance with strategic, political and even commercial agendas of the major trading countries, to retain or establish our market access. Whilst the United States is the principal player in this new world trade order, there is no reason to believe that other countries will not take inspiration from the precedents set by the US. Thus, regionally powerful countries such as India and China, with large domestic markets, will not be above using access to their markets, to extract commercial and even political advantage, from their weaker trading partners. 

Since the size of particular markets varies enormously so also does the scope for some countries to exercise political influence compared to most other countries. To intimidate poor countries through the use of the market, with the spectre of adding or subtracting from their levels of employment and poverty is not a particularly desirable way to promote either a market friendly or a just global order. A global trading order which, therefore, empowers some countries to use the global trading system to perpetuate their hegemony over other countries, will compromise the transparency of the open trading system which remains at least, ostensibly the basis for the tasks guiding the WTO. It is, thus, suggested that the next round of trade talks commencing in Doha should squarely face up to this tendency to use market access to pursue political goals. Failure to do so will give the wrong signals to most smaller countries, seeking to use trade to improve their economic prospects. Many such countries may, in consequence, be more inclined to compete with each other to proclaim their political acceptability to major trading countries than to reform themselves so as to make their economies more competitive. As a result, the world could will be moving not towards a system of market driven trade but to a contemporary version of the Imperial Preferences which were in vogue during the colonial era. 
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