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It’s a long bumpy road to Hong Kong – 
and there’s still no real route map 

Ian Gillson

Freer trade is a panacea for growth and poverty reduction, 
or so the headlines would have us believe. The Africa 
Commission proposes that a successful completion of 
the Doha Round of trade negotiations would increase 
global income by $400 billion ($150 billion for developing 
countries) translating into 144 million fewer people living 
on less than $2 a day, with sub-Saharan Africa seeing the 
greatest reduction (60 million).

Arguments for trade liberalization are most compelling in 
the case of agriculture where the US and EU impose high 
tariffs against imports of farm products while subsidising 
their domestic agricultural sectors (costing taxpayers $300 
billion) and preventing developing countries from earning 
US$75 billion a year (50% more than they receive in aid).

But trade will not be a panacea for African development. 
Even if developing countries gain substantially as a group 
from improved trading conditions, the distribution of 
these benefits will be uneven towards the largest and 
most competitive suppliers in Asia and Latin America. 
Sub-Saharan Africa would receive only $10-20 billion, 
equivalent to 5 percent of its GDP. Some countries may 
even lose from preference erosion on exports of products 
that attract high preferential margins, such as bananas 
and sugar. World Bank estimates, revised to account of 
preferences, suggest that net gains resulting from trade 
liberalisation for Least Developed Countries will be reduced 
by as much as one-half.

There are doubts over whether African countries have 
the capacity to increase their exports, in the absence of 
improvements to their institutions and infrastructure. Since 
1980 the share of African exports in world exports has 
declined from 4 percent to 1 percent. If Africa had the same 
share of world exports today as it had in 1980, the gain in 
export earnings would almost double the current average 
income. Part of this failure to maintain market share can 
be attributed to poor infrastructure, weak institutions and 
inefficiencies arising from the failure of African countries 
to liberalise trade themselves. 

There is also the continuing problem that Africa remains 

dependent on primary commodities and is therefore 
vulnerable to depressed and volatile prices. Several 
countries depend on just one commodity for over 50 
percent of their foreign exchange earnings e.g. tobacco in 
Malawi, and coffee in Burundi, Ethiopia and Uganda. This 
dependence is particularly serious since over the past thirty 
years commodity prices have been falling. Aid received by 
some countries (e.g. Ethiopia) was almost entirely offset 
by the declining terms of trade for commodities. If African 
countries were able to export processed basic commodities 
they would generate more value-added.

 Non-fuel commodity prices, 1957-2005 
(2000-100)

Source: IMF International Financial Statistics.

A key question is whether significant liberalisation will 
happen. The failure of the WTO Ministerial Meeting 
held at Cancún in September 2003 displayed first-hand 
disagreement over the trade liberalisation agenda on a 
global level. Agriculture became the focus of the North-
South divide in Cancún, and a major cause of this session’s 
collapse. The EU, having just reformed its CAP, refused to 
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liberalise agriculture further. There was also limited US 
commitment, as it dismissed the plea of the five cotton-
producing states in West and Central Africa for elimination 
of cotton subsidies, hoped to be an early harvest for the 
negotiations. At the same time developing countries, such 
as the G20 group, were building strong coalitions that 
promised not to deliver anything unless their interests 
were addressed.
 
Following Cancún, a political message was needed to 
show the Doha Round was still alive. It came on 31 July 
2004 when WTO members agreed to a trade package in 
Geneva. Crucially, consensus was reached on a framework 
for agriculture.

But there are already several bumps in the road leading up 
to the Hong Kong Ministerial due to be held in December 
2005. First, there are the trade issues themselves. The July 
Agreement proposed a way forward for the negotiations 
but it did not determine detailed modalities of substance 
which remain the key challenge. 

Secondly, there are a number of outstanding political 
issues that may shift the focus away from the multilateral 
negotiations towards domestic agendas. For the EU, the 
exacerbation of splits among member states in the wake 
of the French ‘no’ vote to the European Constitution will 
make agricultural reform unlikely, resisted with even more 
zest than usual by a government preparing for elections 
in 2007. For the US, there is more optimism given that 
the climate is less politicised than in past talks. Although 
there will continue to be angry disputes with the EU on 
issues such as Airbus-Boeing, there is a greater spirit of 
cooperation: not least because the issue of Chinese textile 
exports has helped rekindle their alliance. 

Thirdly, there is the continued proliferation of regional 
agreements with the perceived failure of multilateral 
negotiations. To date, 162 regional trade agreements have 
been notified to the WTO resulting in a ‘spaghetti bowl’ of 
opaque, overlapping and discriminatory trade procedures 
that are costly to administer and negotiate. 

Despite promises to bring real and substantial benefits 
to poor countries, the prospect of a meaningful Doha 
Round delivering increasing market access for developing 
countries and eliminating trade-distorting subsidies is 
far from certain. But notwithstanding these problems an 
ambitious Western trade agenda would be in the interests 
of Africa  (and all countries more generally).
This should consist of:

• Multilateral trade liberalisation in products of export 
interest to African countries (particularly agriculture but 
also in new areas such as services) within the context 
of the current Doha Round. It is also important that 
African countries themselves liberalise trade to benefit 
from efficiency gains, although reforms will need to be 
correctly sequenced to avoid large adjustment costs.

• The development of financial mechanisms to compensate 
African countries adversely affected by preference 
erosion.

• Major investments for trade-related capacity building, 
infrastructure and the investment climate in Africa in 
order to increase its ability to benefit from a more liberal 
trading environment.

• Developed countries removing obstacles to trade 
(e.g. tariff escalation and overly-burdensome product 
standards) that restrict the development of value-added 
processes in African countries and by doing so reducing 
dependence on primary commodity exports.

At the time of writing, Ian Gillson was a Research Fellow at 
the Overseas Development Institute (ODI) in London.

A version of this ODI Opinions piece was published in The 
Guardian on (Monday 25 July)  see:
http://www.guardian.co.uk/business/story/0,,1535329,00.
htm


