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Abstract

In 1993 Qatar became a contracting party to the General Agreement on Tariffs and Trade
(GATT) and in 1996 became an official member of the World Trade Organization
(WTO). By being a member of the GATT/WTO, Qatar must abide by the rules and the
regulations of this organization. The aim of the research is to determine the extent to
which Qatar's economic policies and its trading activities have been influenced by the
WTO regulations. The research assesses the economic performance of WTO membership
for Qatar, with a specific focus on the energy sector with its threec components of oil, gas,
and petrochemicals that constitute the bulk of Qatar's exports. Qatar's imports come from

diverse sources, and its WTO membership implies there is no discrimination in favour of

particular suppliers, apart from those based in its GCC trading partners.

The research has adopted two different methods of data collection; questionnaires and
semi-structured interviews, Different, and sometimes conflicting, data were received.
However, the analysis of this data, as well as other supportive evidence from the

background chapters on Qatar's economy and trade activities, has demonstrated that

Qatar has been noticeably influenced by developments in international markets. Qatar's
membership of the WTO has helped both directly and indirectly -- and will continue to
help -- Qatar achieve its economic planning and diversification objectives. WTO
membership has made Qatar a more stable and predictable market for foreign investors,
particularly in the energy sectors. Qatar is advised to further utilize its membership of the
WTO to take advantage of the opportunities available and overcome the possible

challenges in order to achieve its overall economic objectives.
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CHAPTER ONE: INTRODUCTION

The main aim of this study is to examine Qatar’s trade policy in light of its international trade
commitments under the World Trade Organization (WTO). A key issue is the extent to which
trade policy contributes to its economic diversification. This chapter elaborates on the
research aim and objectives, and provides a discussion of the methodology used as well as

explaining how the thesis is organised.

The implications of WTO membership on the economy of an oil and gas rich state arc
especially interesting, as one of the main intentions of policy makers is to ensure and promotc
diversification of the economy through trade and other related requirements as stipulated by
the WTO. In this thesis the techniques adopted in generating data and other information are

empirical and involves the drawing of inference from observed phenomena.

The objectives of the research have been stated to act as a map in directing the work to a
logical conclusion. The country's production and export of crude oil and gas determines much

of its GDP. A decline in the level of GDP may be taken as a measure of diversification.

However, in reality, changes in the share of external trade activity reflect oil and gas prices,
which make the measurement of the effects of WTO membership on diversification

extremely difficult. Nevertheless, it is important to ascertain the extent and benefits of

diversification.

The economic and commercial policies and their objectives have been shaped by the
expectations of WTO membership. The collaboration between government and the privatc
sector and their contribution towards sustainable economic development will be among the

central themes of the project.

The Government needs to comply with the WTO Agreement due to the scrutiny that occurs
on a regular basis as a result of it being a member. Hence there is a need to emphasise
adherence, and enhance policies which promote liberalisation and diversifications of trade by
the Government and private sectors alike. Any trade disputes that occur as a result of mal

practice is usually brought to an independent review panel within the WTO in order to settle
disputes and promote collaboration. It is imperative to establish collaboration between both

Government and the private sector, in order to promote sustainable development. This should
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additionally include equal and fair treatment of all trading partners, foreigners and locals
alike, reducing the barriers to boost free trade. Transparency is obviously important for this

process to be a success.

However, one must bear in mind that free trade promotes sustainable development in the
form of employment. Another form of sustainable development, as far as the Government 1s
concerned, would be through custom and excise duties as a means of generating revenue as
an alternative to taxing foreign companies. As locally owned companies are not taxed, the
existing tax system could be regarded as discriminatory. It may be increasingly difficult to

defend, and tax law may not be sustainable.

1.1. AIM OF THE STUDY

The purpose of conducting this study is to investigate the extent to which the cconomy of
Qatar has benefited from becoming a member of the WTO. In order to satisfy this objective,
the researcher analysed and considered three main points: Qatar's economic position prior to
its WTO membership; the results of the economic reforms which Qatar subsequently
embarked upon after becoming a member of the WTO; and the role the oil and gas polices
played in these reforms. Each of these considerations will be taken into account in order to

identify the strengths and weaknesses associated with Qatar’s WTO membership.

Therefore, the primary aim of this thesis is to explore the implications of Qatar's membership
within the WTO, while its secondary aim is to ascertain whether Qatar’s goal of satisfying the
legal norms for creating trade liberalization and multilateral economic cooperation as
imposed by the WTO have been fulfilled. In addition, the thesis will also consider the extent
to which WTO membership has benefited Qatar, and how it has bcen helpful to its

diversification policy.

1.2. OBJECTIVES OF THE STUDY

With its unprecedented growth and persistent need for infrastructure, Qatar is increasingly

attractive for foreign investors. Foreign entry into Qatar is only possible through partnerships
with local nationals unless approved otherwise. These partnerships have been subject to local

laws and regulations. However, Qatar's membership of the WTO is expected to create new
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opportunities for foreign multinationals, and further deregulation 1s anticipated in the coming

years. For a foreign multinational investor in Qatar, the future business opportunities which
arise from the implementation of the WTO principles will be of substantive relevance to this

research, and it is therefore necessary to take the scope for future progression into account
when trade strategies are formed. Hence, this empirical research will specifically investigate
the legal norms in the area of economic liberalization and multilateral economic cooperation,

as implied by WTO membership.

The research has four main specific objectives:

1. To investigate the extent to which Qatar's WTO membership is helpful to its

diversification policy.

Qatar's WTO membership and the subsequent changes it causes within the economic
environment can be viewed from several different perspectives. With this as a consideration,

we attempt to assure that the most realistic conclusion can be drawn from the investigations.

The actual role of the regulatory framework must also be investigated in light of the
complexities of Qatar's market. The regulatory changes are considered with respect to their
enforcement in business practice. Thereby, the legalities concerning the regulatory

framework can also be identified. This discussion raises the question of the extent to which

Qatar's WTO membership limits its diversification policy.

2. How would Qatar benefit if the remit of the WTQO is extended to the international oil

and gas market, including consideration of pricing issues?

When examining the impact of Qatar's WTO accession with regards to the opportunities that
could further be explored, it i1s necessary to consider the specific implications for the
international oil and gas market with respect to pricing issues. This discussion raises the
questions as to how the WTO agreement affects the industry, in what form, and how the

changes will take place. The consideration and reasoning required to address this question

then leads us to the third research objective.
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3. Do the GATS (The General Agreement on Trade in Services) provisions have

implications for Qatar's plans for its services sector?

The GATS is one of the three international trade treaties as administered by the World Trade

Organization (WTO). It puts into place a framework of rules which govern international
services trade, allowing for a more open and transparent trading system. It also provides a
forum for settling trade disputes and for eliminating trade barriers progressively through

negotiations.

Under the ongoing investigations, it is imperative to seek and understand the effects of GATS
provisions on Qatar, both generally and, in particular, on Qatar’s plans for further developing

1ts service sector.

4., To what extent do Qatar's intcrnational agrcement obligations limit its ability to

pursue an independent forcign direct investment policy?

As a final research area, this thesis seeks to investigate the extent to which Qatar’s

international agreement obligations limit its freedom of manoeuvre with respect to foreign

direct investment policy.

The main problem statement, and the following research problems, provides the context for
the major research work of the thesis. In the following section, the purpose of the thesis will
clarify the overall aim in order to give the reader a clear view of which direction the thesis

will follow before finally reaching the conclusions and recommendations.

1.3. COSTS AND BENEFITS OF WTO MEMBERSHIP

When considering the impact of WTO membership on the economy of Qatar it is appropriatc
to adopt a cost benefit approach. It can be argued that as oil and gas account for most of
Qatar's exports, the benefits from WTO membership are limited as oil and gas are not subject
to tariffs or customs duties. However, Qatar is attempting to diversify into activities such as
petrochemicals which have been subject to trade restrictions. Therefore WTO should not

simply be evaluated in terms of the current composition of exports, but of their futurc

composition when more diversification is achieved.
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Most of Qatar's imports, apart from chemicals as shown in Appendix 35, are not subject to
tariffs or customs duties, and hence WTO membership did not imply a need to liberalise.
Even in the case of chemicals the tariffs were only 5.5 percent, which was much lower than
that of most WTO members, and the same as that of the other five GCC countries which are
members of the WTO. Therefore, as far as historical and current imports are concerned, it
could also be argued that WTO membership made little difference. However, WTO
membership helps ensure that future tariffs will not be introduced on goods that Qatar
imports. There could be future pressures from Qatar’s neighbours with large industrial
sectors, such as Saudi Arabia, that would force it to adopt more protectionist policies towards
countries outside the GCC while importing from the GCC tariff free. The WTO framework

helps ensure the GCC remains liberal in its trading policies and open in its outlook rather than

protectionist and inward looking.

Qatar's membership of the WTO is of course not only about tariffs, but also about trade-
related issues. The General Agreement on Trade in Services (GATS) requires Qatar to pursuc
open market policies with respect to its service sectors such as telecommunications and
banking. It obliges Qatar to deal equally with foreign investors without any discrimination
(Most-Favoured Nation Principle) and to provide them with the same treatment that it applics

to its domestic services suppliers (National Treatment Principle). These commitments are in

line with Qatar's open economic policies that seek to introduce competition in its market to
achieve a higher quality of services for the benefit of customers. Hence, Qatar's aim to open
its economy and attract foreign investment is supported by the WTO/GATS regulations. In
other words, the open economy and free trade policies that characterise Qatar's political
economy for the last decade have been locked-in by the regulations of the multilateral trading

system.

Perhaps, a good example of such a policy is the telecommunication sector. Until very
recently, this sector was monopolised by Qatar Telecom (Qtel), which was the sole provider
of telecom services in the country. Although such a monopoly meant secured revenue for the
Government budget, without any competition, it also meant that consumers in Qatar were not
having enough choices. They had to deal with the sole telecom provider, Qtel. Nevertheless,
with the provision of the second mobile license to the very well-known international telecom
provider, Vodafone, the monopoly of Qtel has been ended. Qatar's telecom market will be

governed by competition. If Qtel wants to survive in the market, it has to compete with
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Vodafone and reduce call charges which will benefit consumers in Qatar, However, Qtel and
its employees have not welcomed the ending of the company's monopoly status, as
competition has potential adverse implications for employee remuneration and security.
There will be pressure for efficiency gains which means more evaluation of the combination
of individual employees to the company, both Qatari and non-Qatari. Costs can be reduced by
employing foreign workers rather than Qataris, but this is not likely to be welcome as far as

local citizens are concerned. The Director of GSM at Qtel was one of the interviewees.

Membership in the WTO gives Qatar a voice in international trade issues which it would not
otherwise have. This can be regarded as a membership benefit. Qatar hosted the WTO
meetings in 2001 at which the Doha Development Agenda was agreed. This represented a re-

alignment of WTO priorities to take into account of the interests of developing countrics.
Although Qatar is not a typical developing country because of its oil and gas revenues, it
shares common economic interests with developing countries in the Middle East and Asia.
Specifically trade liberalisation by developed countries with respect to agriculture can help
the growth of these economies. This enhanced growth means they are likely to import more
oil and gas from Qatar, increasing its revenues from energy. In addition, greater agricultural
production in countries such as India increases the market for Qatar fertilizers as the country

produces both ammonic and urea for export to the sub-continent. The chairman of the Qatar

fertilizer company (QAFCO) was one of the interviewees.

1.4. THE IMPLICATIONS OF THE STUDY

The aim of this research, as already mentioned, is to focus on whether Qatar has

economically benefited from its membership of the WTO.

Qatar became a member of the WTO in order to benefit in several economic areas, notably
the free flow of trade, access to trade negotiations, the settling of trade related disputes the
administration of trade agreements and co-operation with other nations and organizations. In

addition, an advantage is that the WTO was able to provide assistance to developing

countries such as Qatar on trade policy issues.

The researcher has an interest in this i1ssue as, since Qatar became a member of the WTO, it
has opened up to international corporations and organizations which are all seeking to

conduct business in the country. This is an important issue because it can have a significant
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impact on the country’s economy and people. Therefore, understanding what Qatar did to
achieve its particular outcome can shed light on the strengths and weaknesses of the relevant

theories in this field of international trade.

A thorough study of Qatar's approach to development can also illuminate specific policies
which emerging states should or should not emulate in the course of their own development

schemes.

These shall be explored in light of the following:
e Qatar’s oil production and exports;

e (Qatar’s gas production and exports;

e The share of o1l in Qatar’s GDP;
o The share of gas in Qatar’s GDP;

1.5. RESARCH METHODS AND DESIGN

The study was carried out using two methods. Firstly, a survey was conducted with major
companies and secondly, interviews were carried out with a WTO representative, the
Minister of Economy and Commerce, the Minister of Energy and Industry, and the heads of

public companies.

Both quantitative and qualitative data collection approaches were utilized within this
research. The reason for adopting the quantitative technique was that such an approach
focuses on the measuring of things which can be counted “using standardized measures that
fit diverse various opinions and experiences into predetermined response categories. The
advantage of the quantitative approach is that it measures the reactions of a great many
people to a limited set of questions, thus facilitating comparison and statistical aggregation of
the data” (Patton, 1987, p.9). The main purpose of quantitative research is to isolate causes
and effects, while precisely defining categories before the study is undertaken (McCracken,
1988). The phenomena can then be measured and quantified in order to determine the
relationship between them (Flick, 1998). This research method requires researchers to create
research designs and to construct a ‘sample’ of the necessary size and type in order to allow
the generalization of findings applying to a larger population. The advantage of quantitative
research is that it is able to give objective results, so that the subjective views of the

researcher and participant's influence can be eliminated. This method is best for closed
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questions, which allows the participant to respond readily and unambiguously (McCracken,
1990).

On the other hand, a qualitative research design is used in order to collect data in the form of
words and observations. Such data can take the shape of detailed descriptions of situations,
events, people, interactions and observed behaviours, beliefs and thoughts (Vittles, 1991). As
such, qualitative research focuses on open-ended questions or statements; this approach is

adopted in this study.

Despite this approach allowing participants freedom and more detailed answers, Denscombe
(1999) nevertheless identifies some aspects of qualitative research as a cause for concern with
regards to meaning and the way people understand things; he says human activity is secn as a
product of symbols and meanings which are used by members of the social group as a way of
making sense of things. Furthermore, as Densecombe (1999) states, qualitative methods focus
on naturally occurring, ordinary events in natural settings, allowing a strong handle on what

‘real life’ is like.

According to Blackman (1993), research on organizations largely requires qualitative
participatory methods as its techniques involve close and sustainable encounters with people,
such as participant observation and in-depth interviews from different categories of workers
from different walks of life. Also, while qualitative techniques generate rich data concerning
people’s level of knowledge, attitudes and preferences, the same can be used in combination
with some quantitative methods in order to generate questions for structured questionnaires,
to add depth to generalizations from survey research, and to develop hypotheses for further

studies.

However, selecting a sample for research is crucially important. Black (2002) preferred
randomization when considering sample selection. This was the approach adopted within this

research.

The research was based on data collected via questionnaires and semi-structured interviews.
The questionnaires targeted business people within the business community in Qatar. The
semi-structured interviews targeted Government officials involved in the trade and economic

policy and decision making process in Qatar such as the Minister of Economy and
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Commerce, the Minister of Energy and Industry, and other government officials from

different Government institutions including Qatar's representative in the WTO.

The questionnaires were distributed to 100 private businesses, but only 61 of these businesses
were completed, representing 61% of those questioned. The researcher also planned to
interview 22 people; however, only 17 of these individuals were willing to participate in the
research program. Seven questions were posed to each of the participants, yielding various
responses. Chapters six and seven of the thesis analyse the findings of both the questionnaires
and the semi-structured interviews respectively. The sample in the two research methods

(questionnaires and interviews) was selected randomly.

1.6. STRUCTURE OF THE THESIS

This thesis is divided into eight chapters. Chapter One addresses the research context,
methodology, Qatari Government and economy, as well as relevant trade issues; Chapter
Two emphasizes the remit and the working of the WTO,; Chapter Three secks to explore
Qatar’s internal policy for economic relationships; Chapter Four considers Qatar’s oil and gas
policy; Chapter Five discusses the methodology; Chapter Six focuses on the surveys of the
opinions of the private businesses in Qatar, Chapter Seven explores the data collected from

the semi-structured interviews conducted with Government officials in Qatar; while Chapter

Eight presents the conclusions and recommendations.

In the writing the above-mentioned chapters of this thesis, the researcher has endeavoured to
use both primary and secondary data. The interviews were the source for the primary data.
The secondary data has been derived from sources such as research reports of credible
agencies, seminar papers, journals (including e-journals), bulletins and ncwspapers, books,
annual reports of corporations, agreements and contracts, speeches made by the Royal

Family, and ministerial decisions as passed by various ministerial bodies, trade commissions

and statistical year-books.

Publications of international organizations such as the World Trade Organization (WTO),
various United Nations (UN) bodies, and regional trade regulation schemes have also been
used to further the research involved in the writing of this thesis. The domestic law of Qatar

also acts as a major component of the research sources, and the researcher further
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endeavoured to explore several statutes and by-laws of the domestic law in order to
strengthen the understanding of the legislative background and origin of trade talks, including

the negotiations between Qatar and the WTO.

Statistical data has also been relied upon in making a comprehensive analysis of Qatar's entry
into the World Trade Organization (WTO), and its effects on development of the legal

environment in the country. The legal measures put in place and their effects and degree of

success were also addressed within the relevant chapters of the thesis.

In writing this thesis, the use of Arabic language has been kept to a minimum. Personal and
place names relating to Qatar are reproduced using the locally used spellings. The spelling of

names, old cities, villages and neighbourhoods ¢tc. are taken from Qatar Area Referencing

System as developed by Qatar's Ministry of Municipal Affairs and Agriculture, and used on

their maps in the country.

The method adopted in the gathering of data was given consideration and was deemed to bc
practical and suitable. As is explained above, this method involves the use of questionnaire
and interviews, which enabled the gathering of data to be carricd out in a logical and morc
careful and systematic order, This approach developed both qualitative and quantitative data

utilized in later chapters in order to arrive at the appropriate conclusion.
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CHAPTER TWO: THE WORLD TRADE ORGANIZATION (WTO)

Because Qatar is now a member of the World Trade Organization and as the main aim of this
research is to assess Qatar's economic policies and performance in light of this membership,
it is important to first study what this Organization looks like and how it has evolved. It is
also important to explore the main principles and agreements of the WTO that Qatar's
economy is now subject to and must abide by. Hence, this chapter is concerned with the
various attempts made in order to reach a commons, international consensus for the forming
of multilateral economic cooperation, which would both eliminate tariffs and boost tradec.
From Breton Woods to the founding of the WTO, the objective is to assist trade to flow
smoothly, freely, fairly and predictably., The task is to analyse how this important

organisation has developed and how it functions.

Therefore, the scope and objectives of the WTO are also examined in this chapter. The
provisions of the WTO — pertaining to energy and the benefits of the treaty to Arab
countries, together with the framework put in place by the treaty — will contribute to the
explanation of the importance of a collective agreement for boosting trade through the
elimination of discriminatory practices, which are principally restrictive. The researcher shall

indicate the implications of the multilateral trading system on Qatar, as an Arab developing

country, involved in the production of energy products.

2.1. A BRIEF HISTORICAL OULTINE OF THE WTO

Before analyzing the historical background of the WTO, one must first look to address the
question of what developments eventually gave birth to the WTO.

With a view to improving international economic relations, the international community
made its first concerted attempt at reaching a multilateral accord. After World War I, the
Bretton Woods system was designed as an integrated effort by the international community in
order to encourage trade liberalization and multilateral economic cooperation. Implementing

the Bretton Woods system meant adherence of rules and obligations so as to avoid economic
conflict (Krueger, 1998).
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The Bretton Woods System was introduced to consist of three main international institutions
which were designed to regulate and harmonize the world trade, namely the International
Monetary Fund (the ‘IMF’); the International Bank for Reconstruction and Development (the
‘World Bank’ or the ‘IBRD’); and the International Trade Organization (The ‘ITO’). Thesc
three individual organizations when complimentarily combined were seen as the foundation
to the new multilateral economic system. The IMF and the World Bank were to regulate and
oversee the financial side internationally, while the ITO — the executive organ provided for
in the Havana Charter — would have administered the Charter's agreements, Unfortunately,
however, the Havana Charter was never ratified by the member countries on account of a lack

of political will and, as such, the entire proposal was abandoned (Bretton Woods, 2007).

2.2. THE GENERAL AGREEMENT ON TARIFFS AND TRADE (GATT)

As the ITO project failed, the GATT then became the primary international agreement
regulating trade between nations. The main objective of the GATT was to reduce tariff ratcs.
When the ITO failed, the entire responsibility to administer trade and trade-relating matters
between the nations was left in the hands of the GATT. GATT negotiations in the first four
rounds dealt mainly with tariffs on goods (Narlikar, 2005, p.19), with the first round of

negotiations resulting in a tariff concession of about one fifth of the world’s total trade. The

rounds continued to concentrate on further reducing tariffs, until the 1960s when the Kennedy

Round brought about a GATT Anti-Dumping Agreement, and a scction dedicated to

development.

It is worth mentioning that before 1995, the GATT stood as a pioncer arrangement in
regulating tariffs and trade. However, although the GATT was remarkably successful, it also
suffered from several obstacles, some of which related to weak application of the GATT
regulations in national laws and others to protectionist attitudes of some contracting parties,
thus resulting in slow impetus for multilateral trade cooperation particularly in the 1970s, and
also affecting the GATT regime. Furthermore, the procedure for provisional application to
the GATT was complex and cumbersome, and the GATT did not plainly define the powers of
the contracting parties in regards to decisions and authority on waivers. The gloomy legal
status of the GATT and the lack of constitutional problems made it even more awkward. It

was for these reasons that the need for a global trade regulator was considered to be
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necessary, and the WTO then came into existence as a result in 1995, A large part of the

WTO’s current work has been brought about by the 1986-1994 negotiations of the Uruguay
Round, and earlier negotiations under the GATT. New negotiations are now in process under
the Doha Development Agenda, which was launched in 2001 (WTO, 2001).

The World Trade Organization (WTO) is the sole international institution that deals with
global regulations of trade between its member countries. Furthermore, it is a forum in which
member governments are able to come together to negotiate trade agreements and settle tradc
disputes (WTO, 2003, pp.8-9). Since its creation in January 1995, it has expanded the reach
of trade rules deep into the regulatory structure of almost 140 sovereign states, affecting the
daily lives of all citizens. It may be stated that the World Trade Organization is a creature of
the 1995 WTO Agreement, formed in order to provide a "common institutional framework"

for the covered agreements of the final act of the Uruguay Round.'

The WTO was established upon the organizational structure of the GATT and, to a greater
extent, its Secretariat; it formalizes and extends the structure which has gradually evolved
over the past 50 years. It is interesting to note that the Punta Del Este Ministerial Declaration
launching the Uruguay Round did not call nor recommend the creation of the WTO, Canada
initiated the idea of establishing a Multilateral Trade Organization (MTO) in 1990 (English ct
el, 2002). The idea was contentedly accepted and, in fact, was later supported by the

European Union. The idea as a whole was motivated by a desirc to creatc a single
institutional framework which would regulate and oversec the world trade. This would mecan
the GATT, its sister body and Trade in Intellectual Properties (TRIPs) would need to undergo
modifications (Croome, 1999). The United States had initially objected to the idea of the
creation of a new organization, Finally, with the proposal to create a new organization, the

concept and idea of a single undertaking was redefined to mean that all GATT contracting
parties had to become a member of the WTO (Croome, 1999, WTO, 2007b).

The Uruguay Round Final Act offers a new GATT 1994 which absorbs the original GATT

1947, its subsequent side agreements, the results of previous rounds and many of its decision

' The covered agreements of the Final Act of the Uruguay Round include the Multilateral Trade Agreements,
which are: the GATT (1994), which includes with certain exceptions the GATT (1947), its subsequent
agreements and many of its decision and waivers; the GATS Agreement; the TRIPS Agreement; the Dispute
Settlement Understanding; and the Trade Policy Review Mechanism [hereinafter occasionally referred to as the
"Multilateral Agreements”].

-23.



and waivers. The administration of the trade agreements in goods in the GATT 1994 and the
new multilateral obligations beyond the scope of trade in goods, embodied in the GATS and
TRIPS Agreements, are now the main function of the WTO (Daz, 1998).

2.3. THE OBJETIVE OF THE WTO

The issues surrounding the institutional framework of the WTO are the accomplishment of its
objectives and the various modus operandi (modes of operation) being adopted, which will be

addressed in this section. What are these frameworks, and how does the organization go

about achieving these objectives?

The main objective of the WTO is to "help trade flow smoothly, freely, fairly and
predictably” (WTO, 2005c¢, p.7). The goal is thereby to assist the producers and supplicrs of

goods and services, exporters and importers, to conduct their business while allowing

governments to meet social and environmental objectives (Bhagwati, 1991; Blackhurst,
1998). The organization acts as a forum for trade negotiations and for settling any trade
disputes (WTO, 2005¢). Trade relations can involve conflicting interests, the purpose of
dispute settlement is to resolve these differences through a procedure based on an agreed

legal foundation (WTO, 2003d, p.12). Generally, the WTO reviews national trade policics,

assists developing countries in trade policy issues, administers trade agrecments, and

cooperates with other international organizations.

The central question underlying the WTO's main objectives is how policy makers should
respond to the pressures now falling on the WTO system, while simultancously ensuring the
preservation of a trading system which has led to unprecedented growth in the world
economy and contributed to the peaceful coexistence of nations. Today, the WTO comprises
153 members (WTO, 2008b) and accounts for over 90% of global trade. The member

countries of the WTO are unified in decision-making by ratifying the WTO agreements
(WTO, 2007Db).

2.4. SCOPE AND FUNCTIONS OF THE WTO

The WTO is responsible for administering world trade relations, negotiations, and disputc

resolution which have all been embodied within the GATT for the last fifty-seven years. It
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provides the ‘common institutional framework’ for the conduct of trade relations between its

members, as contemplated by the Covered Agreements and any further trade agreements that

its members may choose to execute (see Hoekman and Kostecki, 2001).

2.4.1. Administrating Trade Agreements Article III of the WTO Agreement states that;

‘the WTO shall facilitate the implementation, administration, and operation (WTOQO, 1995b).
Furthermore, the objectives of this Agreement and of the Multilateral Trade Agreements
should also be to provide the appropriate framework for the implementation, administration
and operation of the Plurilateral Trade Agreements’ (WTO, 1995b). It is one of the primary

functions of the WTO to administer, implement and regulate the working of trade agreements
(Daz, 1998).

2.4.2. Acting as a Forum for Trade Negotiations

The WTO needs to be able to provide a place for the members to negotiate multi-lateral trade
issues (Starbird et el, 2004, p.46).

2.4.3. Settling Trade Disputes

The WTO’s procedures for resolving trade disputes are vital for enforcing the rules and
ensuring trade flows smoothly. Countries bring disputes to the WTO if they consider that
their rights are being infringed under the agreements. Judgment is based on interpretations of

the agreements and individual countries’ commitments by specially appointed, independent
experts (Sampson and Ginkel, 2001, p.30).

2.4.4. Reviewing National Trade Policics

The purpose of the Trade Policy Review Mechanism is to improve transparency and create a

greater and clearer understanding of the policies which countries are adopting, and to assess
the impact of each. Many members also consider the reviews as constructive feedback on

their policies. All WTO members must undergo periodic scrutiny and report to the WTO
Secretariat (WTO, 2008c¢).
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2.4.5. Co-operating with Other International Organizations

The WTO actively works to be consistent with the economic decisions by other international
economic organisations due to the relation ship between the different economic variables,
such as exchange rates and trade growth. Therefore, the WTO reached agreement with the
IMF and the World Bank in December 1996 and April 1997 respectively, with a view to
strengthening the consistency of world economic decisions and ensuring international

economic policy was more coherent (WTO, 2005c¢).

2.4.6. Assisting Developing Countries in Trade Policy Issues through Technical

Assistance and Training Programs

The WTO organizes around 100 technical cooperation missions to developing countrics
annually. Regional seminars are regularly held in all regions of the world with a special

emphasis on African countries. Training courses are also organized in Geneva for officials

from transition countries which are making the change from command economies to market

economies (see Michalopoulos, 2001).

2.5. TRADE WITHOUTH DISCRIMINATION
2.5.1. Most Favoured Nation (MFN): Equal Treatment to all

Foreign Goods and Services

Under the WTO agreements, WTO members are normally not allowed to discriminate
between their trading partners; grant someone a special favour — such as a lower customs
duty rate for one of their products — and the same must be applied to all other WTO
members. This principle is known as the Most Favoured Nation (MFN) trecatment. It is a very
important principle in international trade. This importance is reflected by the fact that the
MFN principle is clearly stipulated in the first article of the General Agreement on Tariffs
and Trade (GATT), which governs trade in goods. In addition, the MFN is a priority in the
General Agreement on Trade in Services (GATS) (Article 2) and the Agreement on Tradc
Related Aspects of Intellectual Property Rights (TRIPS) (Article 4), although the principle is
handled somewhat differently in each agreement. These three fundamental agreements
collectively cover all three key areas of trade handled by the WTO (WTO, 2007b).
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Some exceptions are, however, allowed. For instance, WTO members are able to establish

free trade agreements that apply only to goods or services traded within the particular group
— discriminating against goods or services from the outside. Or they can choose to give
developing countries special access to their markets. A country could also raise barriers
against products which are considered to be traded unfairly from specific countries. And
when considering services, countries are allowed, in limited circumstances, to discriminate.
However, the agreements only permit such exceptions under strict conditions. In general, the
MFN means that each time a country lowers a trade barrier or opens up a market; it has to do
so for the same goods or services from each one of its trading partners — whether rich or

poor, weak or strong. Equality is an essentially important principle of the WTO (Hoekman
and Kostecki, 200'1).

2.5.2. National Treatment: Treating Forcigners and Locals Equally

The principle of national treatment means that imported and domestically made goods should
be treated equally, particularly after the foreign goods have entered the market. Hence,
imported goods are subject to the same regulations that apply to domestic products. The same
should also apply to foreign and domestic services, and to foreign and local trademarks,

copyrights and patents. This principle of national treatment is also found in all the three main
WTO agreements (Article 3 of GATT, Article 17 of GATS and Article 3 of TRIPS),
although, once again, the principle is handled somewhat in a different way in each of these
agreements (WTO, 2007b). The national treatment principle only applies once a product,
service or item of intellectual property has entered the market. But, it is important to
emphasise that charging customs duty on a particular imported product is not a breach of the

national treatment principle even if locally-produced goods are not charged an equivalent tax.
2.5.3. Free Trade: A Gradual Process Carried Out Through Negotiations

Reducing obstacles against trade is one of the most evident and successful means of
encouraging trade between nations. The barriers concerned include customs duties (or tariffs)
and measures, such as import bans or quotas which selectively restrict quantities. Since
GATT’s creation 1n 1947-1948, there have been eight rounds of trade negotiations and thc

ninth round — under the Doha Development Agenda — is still on-going. In the earlier
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rounds, such negotiations focused on lowering tariffs (customs duties) on imported goods.
And, as a result of the negotiations, by the mid 1990s, industrial countries’ tariff rates on

industrial goods had steadily fallen to less than 4% but, by the 1980’s, the negotiations had

been extended to entail non-tariff barriers on goods and became to cover new areas such as

services and intellectual property (WTO, 2007b).

Opening markets can be helpful and advantageous for member countries but it also requircs
adjustment and restructuring of domestic legal and economic systems, which can be costly
for some countries. Understanding such difficulties, the WTO agreements allow countries to
introduce changes gradually through ‘progressive liberalization’. Developing countries arc

normally allowed a longer time to accomplish their commitments (WTO, 2007b).

2.5.4. Transparency and predictability

The WTO provides a clearly predictable and transparent system where businesses and
investors can work without being concerned about the sudden possibility of changing rules
and regulations. In other words, as WTO members all agreed not to raise trade barriers,

businesses and investors are assured that they can establish their operations in a stable and
clearly predictable environment. They have a clear vision about the opportunities available to

them in a particular country according the obligations and rights of that country under the
WTO. With stability and predictability, investment is encouraged, jobs are created, and
consumers can fully enjoy the benefits of competition by being offered a range of choices and
lower prices. The multilateral trading system is therefore an attempt by various governments

to create a business environment which is both stable and predictable (WTO, 2007b).

When countries agree to open their markets for goods or services in the WTO, they ‘bind’
their commitments. This means that they cannot exceed the bound levels stated in their
schedules of commitments. With regards to goods, these bindings amount to ceilings on
customs tariff rates. Sometimes, countries choose to tax imports at rates which arc lower than
the bound rates, which is frequently the case in developing countries. In developed countries,
both the bound rates and the rates actually charged tend to be the same. And, while a country
can change its bindings, 1t can only do so after negotiating with its trading partners, which
could mean compensating them for the loss of trade. One of the achievements of the Uruguay

Round of multilateral trade talks was to increase the amount of trade under binding
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commitments. In agriculture, 100 percent of products now have bound tariffs. The outcome

of all of this is a significantly higher degree of market security for traders as well as investors
(WTO, 2007b).

The system also endeavours to improve predictability and stability by discouraging the use of
quotas and other measures used to set limits on quantities of imports, as administering quotas
can lead to more red-tape and accusations of unfair play. Another option is to make countries’
trade rules as clear and public (‘transparent’) as possible. Many of the WTO agreements

require governments to publicly disclose their policies and practices within the country or by
notifying the WTO (see Hoekman and Mavroidis, 2001).

Furthermore, the regular surveillance of national trade policies through the Trade Policy
Review Mechanism provides another additional means of encouraging transparency, both

domestically and at the multilateral level (see Panagariya, 1999; Tharakan, 1999),

2.5.5. Promoting Fair Competition

It is a misconception to describe the WTO as a ‘free trade’ institution as such description
does not match the actual nature and work of the WTO. It is rather a rules-based system that

works towards the objective of opening trade and fair and undistorted competition. The rulcs
are built on a foundation of non-discrimination — such as the MFN and national trcatment —
and are designed to secure fair conditions of trade. The same applies to the issues of dumping
(exporting at below-cost in order to gain market share) and subsidies. These issues arc
complex, and the rules attempt to establish what is fair or unfair, and how governments can
respond, in particular by charging additional import duties calculated to compensate for
damage caused by unfair trade. Many of the other WTO agreements aim to support fair

competition, for example, in agriculture, intellectual property, and services (WTOQ, 2007b).

2.6. ENCOURAGING DEVELOPMENT AND ECONOMIC REFORM

The WTO system secks to help development in member countries. This is reflected in
recognising and appreciating that developing countries need more time to implement the

system’s agreements and special assistance. These recognitions are clearly found in the
GATT and GATS as well as other WTO Agreements (WTO, 2007b).
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2.6.1. The Uruguay Round

At the end of the Uruguay Round, developing countries were prepared to take on most of the
obligations which were required of developed countries. However, they needed a longer time
to carry out such obligations. The WTO Agreements permitted transition periods in order to

assist developing and least-developed countries in adjusting their economies to the WTO
provisions (WTO, 2007b).

At the end of the round, a ministerial decision adopted stated that countries which werc
considered to be ‘better off” should accelerate implementing market access commitments on
goods exported by the lesser developed countries, while seeking increased technical

assistance for them (Hoekman and Kostecki, 2001). More recently, developed countries have
started to allow duty-free and quota-free imports for almost all products from such least-
developed countries. With regards to all of this, the WTO and its members are still going

through a learning process. The current Doha Development Agenda includes developing

countries’ concerns surrounding the difficulties they face in implementing the Uruguay
Round agreements (WTO, 2001).

2.6.2. The WTO Agreements

All agreements relating or pertaining to the Uruguay Round and the 1994 GATT form part of,
and now come under the auspices of, the WTO. "The administration of the agrecements on
trade in goods in GATT 1994 and the new multilateral obligations beyond the scope of tradc
in goods embodied in the GATS and TRIPS Agreements will be the main function of the
WTO, a role the GATT could fulfil only with great difficulty considering its competence
extended only to tariffs and trade in goods" (WTO, 2007b). In the WTO, a unified
administrative organ is created for all of the Uruguay Round Agreements. First, the difficulty
of incorporating the ‘non-trade in goods’ obligations of protection relating to intellectual
property rights and trade in services in the GATT is resolved by the WTO, which ‘separates
the institutional concepts from the substantive rules’. Second, the establishment of the WTO
settles the question of institutional status which has hindered the GATT throughout (WTO,
2007b).

Among the other responsibilities of the WTO, it is also charged with the responsibility of

implementing, administering, operating, and dealing with any further objectives of thc
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agreements®, as well as providing for future negotiation concerning the Agreements,
resolving disputes, reviewing trade policies, and ‘with a view to achieving greater coherence
in global policy-making, the WTO shall cooperate, as appropriate, with the International
Monetary Fund and with the International Bank for Reconstruction and Development....’
(WTO, 19935a).

2.6.3. Application for WTO Membership

As the WTO has progressed to its present position of controlling and regulating a substantial
proportion of world trade, mechanisms have been put into place in order to encourage frec

flow of trade. What are the organizational structures in place?

Applications for WTO memberships are overseen by individual Working Parties which
examine, comment and decide to accept or reject the reports (often voluminous) that
prospective member’s supply, detailing their commercial policies. The applicant provides a
memorandum on its foreign trade regime, which details and describes all aspects of its trade
policy that could possibly have any bearing on the various WTO Agreements. In addition,
prospective members must also negotiate with their most important trading partners among
the existing WTO members on the terms and conditions of bound market access rights for
goods and services which are exchanged at the time of the WTO membership (WTO, 2007,

pp.48-78). These bilateral negotiations may take over a year to complete. Despite the
formidable challenges, the demand for accession to the WTO was strong from the outsct.

Many of the candidates for appointment in the mid-1990s had recently begun a difficult

transition from centrally-planned to market economies.

o o

Article VIII of the WTO Agreement makes it clear that its members are under the legal

obligation to accord legal personality to the Organization. The same article explains that the

WTO has the legal capacity to sign a Headquarters Agreement. The WTO has such an

2 Article 111 of the WTO Agreement, the GATT (1994), the Multilateral and Plurilateral Agreements, and the
GATT (1947). “1. The WTO shall facilitate the implementation, administration and operation, and further the
objectives, of this Agreement and of the Multilateral Trade Agreements, and shall also provide the framework
for the implementation, administration and operation of the Plurilateral Trade Agreements.

The WTO shall provide the forum for negotiations among its Members concerning their multilateral trade
relations in matters dealt with under the agreements in the Annexes to this Agreement. The WTO may also
provide a forum for further negotiations among its Members concerning their multilateral trade relations, and a
framework for the implementation of the results of such negotiations, as may be decided by the Ministenial
Conference”
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Agreement now in place with Switzerland. The officials of the WTO (the WTO Secretariat)

as well as the accredited (to the WTO) national delegates enjoy diplomatic privileges similar

to those embedded in the Vienna Convention on Consular Relations (WTO, 1995b).

2.6.4. The WTO Structure

Art. IV WTO Agreement lays out the institutional structure of the WTO. The Ministerial
Conference (MC) is the highest authority, meeting at an interval of at least every two years
and is composing of representatives of all member states. In the two year interim, its tasks arc
carried out by the General Council (GC) which meets on an approximate monthly basis.
Under the GC’s guidance, the Council for Trade in Goods, the Council for Trade in Services,
and the Council for Trade-Related Intellectual Property Rights, deal with trade in goods,
services and trade-related intellectual property rights, respectively. Various Committees and
sub-Committees deal with more specific issues, such as, for example, antidumping,

safeguards, etc (Gallagher et el, 2005).

The WTO is financed through contributions of its members (WTO, 2007b). It should be

noted that since the WTO is a formal institution, the entities which adhere to it are now called

‘members’, as opposed to contracting parties, the term used for the participants in the GATT
(WTO, 2007b).

2.7. THREE LAYERS OF WTO OBLIGATIONS

Accession to the WTO entails the assumption of specific legal obligations. WTO Members
will accept disciplines on instruments affecting trade. The extent of the obligations assumed
may vary across countries: some countries, for example, might be prepared to completely
eliminate tariff protection; others might wish to simply impose a ceiling on their tariff

protection to be re-negotiated downwards in the course of subsequent trade rounds (WTO,

2007b). The obligations assumed are of a contractual nature, that is, dispositive in private-law
parlance. As Jackson (1969) first pointed out, not even the most favoured nation (MFN)

obligation has acquired the status of customary international law.

There are three layers of legal obligations that can be assumed when adhering to the WTO,
which could be classified as follows (WTO, 2005¢, pp.113-137): an inflexible, multilateral

-3 -



set of obligations which are the legal obligations which will bind all WTO members upon
accession. A country joining the WTO has no option but to abide by this set of obligations.
These obligations are reflected in the WTO Agreement and all its annexes (the so-called
multilateral agreements); a flexible, multilateral set of obligations, that is, the legal
obligations which will bind only those WTO Members which have acceded to the
corresponding WTO legal instruments. Such obligations exist as the WTO law, besides the

multilateral agreements, also knows the so-called plurilateral agreements, that is, optional
participation agreements; a bilateral set of obligations (Yi-Chong, 2004, pp.15-43). These arc
sui generis obligations which are assumed by the acceding WTO member, and regulate in a

specific manner its legal relations with the incumbent WTO members.

Category (c) is distinctive, and its subject matter depends on the negotiation between the
acceding country and the incumbent WTO Members. For example, during the negotiations
that led to the accession of the People’s Republic of China (PRC) to the WTO, a special
safeguard was concluded which, contrary to what 1s the case under the WTO Safcguards
Agreement, allows WTO Members the possibility to impose discriminatory (i.e., country
specific) safeguards against PRC.13 At this point, we should state that so far there has been

no dispute before the WTO adjudicating bodies concerning issues included in the bilateral sct

of obligations.

2.7.1, Multilateral and Plurilateral Agrecements

Almost all the Uruguay Round Agreements were concluded following the so-called single
undertaking-approach: membership in the WTO would be contingent upon accepting all of
the treaties as a package; thus, for example, it would not be open for a state to accept the
rights and obligations of the GATT, whilst refusing the Agreement on Trade Related
Intellectual Property Rights (TRIPs). This approach was in sharp contradiction with the
GATT ‘a la carte’, approach followed during the Tokyo Round (1973-1979): the

participation in a series of side agreements, such as the Antidumping, the Subsidies, the
Government Procurement etc., was optional, and a GATT contracting party could retain its

status as such without adhering to any of the side agreements negotiated and concluded
during the Tokyo round (Hoekman and Kostecki, 2001).
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In the Uruguay Round, only four agreements were excluded from the 'single undertaking’

approach. These are the so-called plurilateral or Annex 4 Agreements. Art. I1.3 of the WTO

Agreement defines the legal status of these Agreements: ‘The agreements and associated

legal instruments included in Annex 4 (hereinafter referred to as “Plurilateral Trade
Agreements”) are also part of this Agreement for those Members that have accepted them,
and are binding on those members. The Plurilateral Trade Agreements do not create either

obligations or rights for members that have not accepted them (WTO, 2008d).

Participation in the Annex 4 Agreements is regulated in each and every Agreement (Articlc
XII.3 of the WTO Agreement). However, these four Agreements are only open for accession

to WTO members, i.e. to states which have accepted all the multilateral agreements. Article

I1.3 of the WTO Agreement reads to this effect: ‘The agreements ... (hereinafter referred to

as “Plurilateral Trade Agreements”) are also parts of this Agreement for thosec Members that
have accepted them...” (WTO, 1995b).

WTO Members can, by consensus (Article X.9 of the WTO Agreement), add to the existing
list of plurilateral agreements. The four plurilateral agreements arc the Agreement on Civil
Aircraft, the Agreement on Government Procurement, the International Dairy Agreement,
and the International Bovine Agreement (WTO, 1995b).

Article XXIV of the Agreement on Government Procurement (GPA) regulates accession to

the GPA in the following terms:

1. “This Agreement shall enter into force on 1 January 1996 for those governments [8] whosc
agreed coverage is contained in Annexes 1 through 5 of Appendix I of this Agreement and
which have, by signature, accepted the Agreement on 15 April 1994 or have, by that date,
signed the Agreement subject to ratification and subsequently ratified the Agreement before 1

January 1996.
2. Any Government which is a Member of the WTO, or prior to the date of entry into force of

the WTO Agreement which is a contracting party to GATT 1947, and which is not a Party to
this Agreement may accede to this Agreement on terms to be agreed between that
government and the Parties. Accession shall take place by deposit with the Director-General

of the WTO of an instrument of accession which states the terms so agreed. The Agreement
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shall enter into force on the 30th day following the date of its accession into the agreement,

for an acceding government.” (WTO, 1995t)

2.8. WTO PROVISIONS PERTAINING TO ENERGY

After discussing the development of the multilateral trading system, its historical evolvement
from the GATT 1947 to the establishment of the WTO in 1993, its main principles, functions,

and agreements, this section shifts now to focus on the WTO provisions that are relevant to
"energy", both as goods and services, This is because "energy" is the most important aspect
of Qatar's economy and its driving force. The objective is to prepare the foundation for
discussions of the subsequent chapters, which will concentrate on analysing various aspects

of Qatar's economy in relation to its membership to the WTO,

2.8.1. General Principles of the GATT as Applied to the Encrgy Scctor

2.8.1.1. Non-discrimination (the MFN principle in relation to cnergy)

The non-discriminatory principles apply to "energy", either as goods or scrvices. The first of
these principles is the MFN principle that can be found in the GATT, GATS, and the TRIPS.
As is already explained, the MFN principle applies that all member countries of the WTO
must treat all foreign products or services that enter into its territory equally and non-
discriminatorily. Any favour or advantage of immunity provided to a particular forcign
product must be extended to all other WTO members. Hence, the MFN, as was previously
discussed, applies to any tariffs or any charges related to importation or exportation and the
way of calculating these charges or customs duties. Hence, for encrgy producing countrics,
this means that if a WTO Member decides to impose customs duties, charges or any import
or export regulations such as taxes -- which confer any advantage to energy products from a
certain country -- it has to extend such an advantage to like products from any other WTO

members without discrimination (Selivanova, 2007). The underlying essence of the MFN

treatment defines that all members of the WTO should treat, and must be treated, equally and

fairly, and be eligible to receive all of any advantages.
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2.8.1.2. National Treatment in relation to energy

As is discussed above, national treatment is the second non-discriminatory principle of the
multilateral trading system. It relates to both goods and services and the objective is to
provide equal treatment to all products and services in the market either foreign or national.
Hence, as any other types of products and services, national treatment also applies to
"energy". Therefore, any internal taxation, domestic regulations, and requircments must all be
applied equally to foreign as well as domestic energy products and services (Pauwelyn,
2001). Hence, the national treatment principle requires that all energy products and services
(foreign or domestic) are subject to the same internal taxes and charges, laws and regulations.
In practice this means that internal taxes for imported energy material and products must not

to be higher than for like energy material and products of domestic origin (Selivanova, 2007).

It is important to emphasise that the obligation to accord national treatment 1s applicable not
only to taxation but to all laws, regulations and requirements affecting the internal sale,
offering for sale, purchase, transportation, distribution or use of energy matcrials or products,
With respect to transportation and distribution, Article III: 4 of the GATT provides
justification to impose different charges as long as the difference is "based exclusively on the
economic operation of the means of transport and not on the nationality of the product

concerned". For instance, different charges may be due to different distances and parameters

of pipelines used for oil and gas productions (Pauwelyn, 2001).

2.8.1.3. Quantitative Restrictions

Article XI forbids quantitative restrictions, which means that any protection should be carried
out through tariffs and not through actions which directly affect volumes, such as quotas,
import or export licenses, to cite a few examples. The reason behind this prohibition is that
tariff measures are less distortional compared to quantitative measures. Prohibition of export
or import restrictions is applicable also for prohibitions to the import or export of enecrgy
materials or products below a certain price (EEC, Programme of Minimum Import Prices,
Licenses and Surety Deposits for Certain Processed Fruits and Vegetables, 1978). According
to ECS, requirements of minimum export or import price would limit the quantity of imports
or exports. For example, if imports are cheaper than domestic products, such restrictions

would not allow them to compete effectively on the domestic market. Measures for minimum
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export prices — which used to be imposed in order to maintain a certain level of supply in the
domestic market — would mean that the exports would not be provided at a competitive
price in the foreign markets, which is not allowed (Pauwelyn, 2001). ‘Article XI.2.a foresces
several exceptions to the prohibition of quantitative restrictions; the most relevant for the
energy sector is the provision that allows countries to temporarily invoke export prohibitions

in order to relieve critical shortages of products essential to the exporting country.’

2.8.1.4. Exceptions

WTO Members can use Article XX exceptions in order to introduce measures in pursuit of
certain policy objectives which otherwise would have been inconsistent with the WTO, but
such measures cannot constitute ‘arbitrary or unjustifiable discrimination’ and cannot amount
to disguised restrictions on international trade. Article XX(g) allows measures ‘relating to the
conservation of exhaustible natural resources as long as such measures are made cffective in
conjunction with restrictions on domestic production or consumption’, This provision was

invoked by the United States in the case involving gasoline against Venczuela and Brazil
(WTQO, 1995v).

Article XXI provides another important exception provision. A WTO member is not

prevented from taking any action which it considers necessary for the protection of its
essential security interests relating to fissionable materials or the materials from which they
are derived. Under this provision, it rests with the WTO member invoking the exception to
determine what constitutes such ‘essential security interests’. Duc to the importance attached
to energy, it is likely that the application of the exception under Article XXI would be

reasonable in order to enforce trade restrictions related to energy (Selivanova, 2007).

2.8.1.5. Market Access

According to UNCTAD (2000), energy products and materials don't often encounter market
access issues within their export markets. During the Uruguay Round, tariff peaks for
hydrocarbons were eliminated, and the duties were generally reduced. Tariffs were reduced
more for processed than for unprocessed products. Energy tariffs mirror the goals of energy
policy more than those of trade policy as the main objective is to secure energy supply

(UNCTAD, 2000). In theory, export duties are subject to the same disciplines as import
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duties; which can be applied but are subject to MFN requirements. Export duties have been
less of a concern for WTO members as it is normally not in the interest of exporting countrics
to impose high export duties as This would leave exported products at an inconsistent and

uncompetitive level within the exports markets.

In the energy sector, the importing countries are interested in receiving energy products and
materials at a low price. For exporting countries, export duties comprise a very large source
of state revenue. Export duties are allowed but must be applied on a basis which conforms to,
and is consistent with, the principles of MFN treatment. After the Uruguay Round, these arc
still unbound. In the accession negotiations, WTO members currently request energy
producing countries to bind export duties, sometimes at zcro (WTO, 2009a). ‘Energy
exporters traditionally considered that high internal taxes, including excise taxes, imposed by
importing countries on petroleum products including gasoline undermine their ability to
derive income from their own natural resources’ (OPEC, 2008).” As long as these taxes arc
applied on a non-discriminatory basis, they are considered to be in line with the WTO
(OPEC, 2008).

2.8.1.6. Transit

Energy transportation in the form of gas and electricity often takes place via pipelines or
transmission network. Sometimes, transportation networks cross third countries in transit,
Article V of the GATT provides for freedom of transit: ‘There shall be freedom of transit

through the territory of each member, via the routes most convenient for international transit,
for traffic in transit to or from the territory of other members.” (WTO, 1995¢). Traffic in
transit cannot be subject to any unnccessary delays or restrictions. It is to be cxempt from
customs duties and from all transit duties or other charges, except those for transportation or
commensurate with administrative expenses cntailed by transit or the cost of services

rendered. This means that the energy materials and products in transit through a territory of a

WTO member cannot be subject to customs duties or any other duties or charges. In order to

be in line with Article V of the GATT, any such fees have to be commensurate with the

expenses involved.

3> OPEC is concerned that factors outside of its control may disrupt this stability. This includes taxation, which
now constitutes the largest part of the price of oil products in some countries,
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The non-discrimination obligation in Article V of the GATT means that transited goods from
any WTO member have to be given the most favourable treatment consistent with that which
transited goods from any other country receives. No distinction in treatment should be bascd
on the flags of vessels, the place of origin, departure, entry, exit or destination, or on any

other circumstances relating to the ownership of goods, vessels or other means of transport.

Article V of the GATT does not effectively provide members with an cffective obligation to
ensure that companies controlling pipelines in the energy sector comply with the transit

obligation of Article V (Selivanova, 2007).

2.8.1.7. State Trading Enterprises (STEs)

The energy sector has been traditionally dominated by state enterprises, be it government
owned, government controlled, or linked to the government in any other way. Governments
sometime entrust some regulatory powers to large encrgy corporations (Selivanova, 20044,
pp.559-602). For instance, such companies can administer transportation, transmission and
distribution systems, storage capacities, etc. Such cnterprises are not nccessarily led by

market principles in making policy decisions as to pricing and other matters. Considering

their dominance with regards to imports or exports, their policies might therefore potentially
distort trade. The WTO rules designed to address practices by such cnterpriscs 1s Article
XVII of the GATT. Members act to ensure that state trading enterprises act in a manner

consistent with the general principles of non-discrimination prescribed in the GATT for
governmental measures which affect imports or exports by private traders.' The main issuc
related to the obligations of WTO members with respect to STEs in the energy sector, lies in

the conditions of energy transportation and, in particular, with third-party access to pipelines.

The coverage of Article XVII is, however, not limited to state enterprises, and statc
ownership is not the major criteria. Most importantly, Article XVIL1 applics to any

enterprises which possess exclusive or special privileges granted by the state, ‘including

‘ Article XVI1.1(a) of GATT states: “Each contracting party undertakes that if it establishes or maintains a State
enterprise, wherever located, or grants to any enterprise, formally or in effect, exclusive or special privileges,
such enterprise shall, in its purchases or sales involving either imports or exports, act in a manner consistent
with the general principles of non-discriminatory treatment prescribed in this Agreement for governmental
measures affecting imports or exports by private traders.”
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statutory or constitutional powers, in the exercise of which they influence through their

purchases or sales the level or direction of imports or exports’ (WTQO, 1995c¢).

Through Article XVIL1.b, state trading enterprises are obliged to make their purchases or
sales on the basis of commercial considerations, including price, quality, availability,
marketability, transport and other conditions of purchase or sale. They are also obliged to

afford the enterprises of the other contracting parties' adequate opportunity in accordance

with customary business practice, to compete for participation in such purchases or sales
(WTO, 1995¢).

The requirement to act in accordance with commercial considerations is not a separate
obligation, but is, rather, an express clarification of the obligations contained in the preceding

paragraph (a) of Article XVIL1 to ‘act in a manner consistent with the gencral principles of

non-discriminatory treatment’ (Selivanova, 2007).

2.8.1.8. Encrgy Scrvices

One needs to examine the contribution of the enecrgy scctor towards the attainment of the
goals of the WTO.

The functioning of oil and gas projects is focused around the management of the project by
the operator, i.e. the company executing the project for the partners of the venture. For
geological surveys, drilling, protccting the cnvironment, designing and building the
production facilities and operating production, the operator normally contracts separatc
specialised technical and consulting firms for different services, and buys ecquipment from

several different suppliers.

Throughout the period of the energy sector’s development, the reliance of the operator on
contracted services increased (Anez, 2003). Energy services thus directly affect the costs of

energy production they constitute an integral part of the energy chain from discovery of an

energy field to the distribution of the final product.

WTO members have undertaken limited commitments in the area of energy services (Zarilli,

2003). This could potentially be due to several reasons. Firstly, the cnergy sector being a
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strategic sector for national security has traditionally been dominated by state companies.
These companies are unwilling to give up the market power provided by their monopoly
position and resist any liberalization efforts. Secondly, there is no single definition or clear
notion of what is understood under ‘energy services’. This lack of definition additionally
contributed to the delay in energy service liberalization, as some governments madc
development of classification a precondition to undertaking any further commitments in the

sector. The energy services encompass services related to all stages of the energy production
chain, such as exploration, development, drilling, extraction, construction, engineering,
production, processing, refining, generation, transportation, transmission, distribution,

storage, marketing, etc (Zarilli, 2003).

The WTO services classification (W/120) does not include a special scction for encrgy
services but there are, instead, three separate sub-sectors which are each related to energy
activities: ‘Services incidental to mining, rendered on a {ce or contract basis at oil and gas
fields’ and ‘Services incidental to energy distribution’ with arc both detailed within the
‘Business Services’ section, and ‘Transportation via pipeline of crude or refined petroleum

and petroleum products and of natural gas’ as detailed within the *Transport Services’ section
(WTO, Services Sectoral Classification List, 2008).

There are some parts of the energy production processes which are closely associated with

service activities, for instance, the refining of oil, or liquefaction and gasification. As thesc

manufacturing activities are closely related to the production of encrgy, they arc not covered
by the GATS.

The GATS contains limited provisions which deal with the conduct of private entities, such
as monopolies and exclusive service suppliers. Restrictive business practices by incumbent
operators are subject to Article VIII° and Article IX, Article VIII is especially relevant to gas

transportation and distribution services. Article VIII requires members to ensure that the

incumbent natural monopolist in the transportation and distribution market does not act in a
manner inconsistent with the MFN principles, and with the member’s specific commitments.
In addition, if such a monopoly supplier competcs in the supply of a service outside the scope

of its monopoly rights, the member has to ensure that the incumbent monopoly does not

> Article VIII applies also to cases of exclusive service suppliers, when a Member authorizes or establishes a
small number of service suppliers and substantially prevents competition among those suppliers.

edq] -




abuse its position subject to the member’s specific commitments. The problem is, however,
that most of the WTO members have each undertaken relatively limited commitments with

regards to energy services (WTQO, 19954d).

The United States and Norway both proposed to devise a reference paper for energy scrvices,
modelled on the reference paper of the GATS Agreement on Basic Telecommunications
Services, with a view to developing a set of rules for cross-border energy trade.® The purpose
of this reference paper would be to ensure transparency in the formulation and
implementation of rules, as well as non-discriminatory third-party access to, and
interconnection with, energy networks and grids, non-discriminatory objcctives and timely
procedures for the transportation and transmission of energy, and requircments preventing
certain anti-competitive practices for energy services in gencral. The energy sector requirces

more sophisticated regulations due to the possible impacts on the cnvironment or issucs

related to energy efficiency and security of supply.

2.8.1.9. Subsidies

Studies have shown that subsidies to energy production and consumption amount to hundreds
of billions of USD. Discussion of subsidies within the energy context is of a twofold

character. First, traditional types of cnergy subsidies arc subsidics granted to cncrgy
producers and downstream industries. This category comprises dircct payments which
support production (deficiency payments and operating subsidies to producers as well as
consumer subsidies); tax-related subsidies, exemptions from taxation, tax credits, etc.);
policies that reduce costs of inputs (budgetary subsidies to energy inputs, price controls for
inputs, etc.); investment subsidies (equity participation, loans at preferential rates, loan
guarantees, debt forgiveness, liability funding); and policies that create transfers through
market prices (OECD, 1997, p.18). The latter category is the most common in the cnergy
sectors of developing countries and countries with economies in transition. In the developed
countries, such subsidies were common in the past, where prices were controlled for social or
political reasons. Secondly, in order to achieve environmental policy objectives, most

importantly climate change policies, some measures have been introduced by governments

® Communication from the United States, Energy Services, S/CSS/W/27, 18 May (2000); Communication from
Norway, S/CSS/W/59, 21 March (2001).
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which allegedly could be inconsistent with the WTO subsidies rules (Article 19 of the
Agreement on Subsidies and Countervailing Measures) (WTO, 19935p).

Export contingent subsidies and subsidies contingent upon the use of domestic products over
imported products are deemed to be specific according to Article 2.3 of the Agreement on
Subsidies and Countervailing Measures (SCM Agreecment) (WTO, 1995p). The SCM
Agreement prohibits, in Part III, such as export subsidies (WTO, 1995p). If the government
provides support only to industries which export, the programme would constitute a

prohibited subsidy.

Domestic subsidies, although not prohibited, can be actionable. If subsidised imports arc
causing injury to the domestic industry of a member, the member may impose a
countervatiling duty to offset the subsidy. Also, if a member believes that a subsidy results in
adverse effects, it can also, as per Article 7 of the SCM Agreement, also bring a dispute
settlement complaint before the WTO which requests the withdrawal of a subsidy or removal

of adverse effects.

Subsidies have been traditionally used by governments in order to develop the domestic

energy sector as well as downstream industries. Some practices of energy-cndowed states —

such as pricing policies, have been contested on the basis of subsidy disciplines. Currently,

some climate change programmes are claimed to constitute a specific subsidy.

2.8.1.10. Investment

The energy sector is a capital-intensive industry which requires significant investments in
infrastructure. The energy and power sectors — especially gas pipelines and oil fields — arc
among lead sectors in foreign direct investment (FDI). The TRIMs Agrcement does not deal

with investment policy per se, and only elaborates on the national trcatment obligation and

prohibition of quantitative restrictions with respect to certain investment measures, such as
local content and foreign exchange-related requirements (Sterlini, 2005). Member countries
may not impose investment measures that require companies to buy a certain amount of
goods of national origin, or place conditions on certain imports that relate to the amount of
exports. In this sense, the TRIMs Agreement did not create new obligations that went beyond

GATT disciplines (Sterlini, 2005). Many performance-related and technology transfer
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measures that some countries proposed to include in the Agreement, remained outside its
scope. Another important limitation is that the TRIMs Agreement covers only thosc
investment measures which are related to goods. The Agreement does not cover investment
measures related to services. Instead, TRIMs are related only to measures with respect to
treatment of imports and exports carried out by investors, and not their activitics.
Performance requirements, which are not covered by the Agrecement, include export
performance requirements, manufacturing requirements, product mandating requirements,

technology transfer requirements, and local equity requirements, etc (Sterlini, 2005).

2.8.1.11, Technology Transfer

The WTO provisions relating to technology transfer are concentrated in the Agreement on
Trade-Related Aspects of Intellectual Property Rights (TRIPS) and the GATS. Under TRIPS
Article 7, one of the main objectives of thec TRIPS Agreement is the promotion of
technological innovation and transfer and dissemination of technology. This policy is further
developed in Article 66(2) of the TRIPS Agrcement, which requires developed countries’
governments to provide incentives for their companics to transfer technology to lesser
developed countries in order to enable them to create a sound and viable technological basc.
A similar approach can also be found in Article IV(1)(a) of the GATS, which refers to

‘access to technology on a commercial basis’ as onec of the mecans of increasing the
participation of developing countries in world trade. Furthermore, dcveloped country
members should establish contact points with both developing and least developed country
members in order to supply information concerning, among other things, the availability of

service technology (Article, IV.2.c).

Developing country members can make the liberalisation of market access to Foreign Service
providers subject to conditions that aim to achieve objectives set out in Article IV of the

GATS. Thus, in the case of developing countries, a degree of host country regulation over

entry conditions is accepted where this is likely to enhance a given country’s access to
technology (WTO, 19954d).
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2.9. SPECIAL TREATMENT PROVIDED FOR DEVELOPING AND LEAST
DEVELOPED COUNTRIES UNDER THE WTO

2.9.1 Developing Countries and the Implications for Qatar

Being a developing country, Qatar is subject to special and flexible measures under the WTO
that are designed to help developing countries meet their obligations under the WTO and
assist them to integrate into the global economy. This section looks into the position of
developing countries, in general, and elaborates the main multilateral regulations that affect
them. It is important for Qatar's authorities to be aware of these provisions and benefit from

their flexibilities.

Around two third of the WTO’s 153 members are considered to be ‘developing countrics’,
including Qatar (WTO, 2008b). These countries play an increasingly important and active
role in the WTO due to their numbers as they are becoming more and morc important in the
global economy, and because they look to trade as a vital and primary tool in their
development efforts. Hence, developing countries arc a highly diverse group of members,
often with very different views and concerns (WTO, 2008b). Qatar should associate its trade

policies and negotiating stance under the WTO with other developing countrics of similar

interests such as those of the GCC. It is important for Qatar to be aware of the opportunitics

available to it, under the WTO, as an energy producing country as well as a small developing

country.

The WTO agreements contain special provisions on developing countries. The Committec on
Trade and Development (CTD) is the most important body that Qatar could utilise and take
an advantage of. The Committee focuses on development issues and secks to help developing
countries meet their obligations towards the WTO. The CTD has an inclusive mandate to
help developing countries implement WTO commitments. This mandate covers very widc
areas and issues but the CTD has managed to prioritize them and carry out the most important
ones first. The first important task is how the WTO provisions favouring developing
countries are being carried out, The CTD also sets out guidelines for technical cooperation
between member countries and between the WTO and its members. The CTD is also
concerned about how developing countries increase their participation in the global trading

system, and how to improve the position of least-developed countries.
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Furthermore, Qatar, like any other WTO member, is obliged to inform the WTO regarding
any special programmes involving trade concessions products from developing countries, and

about regional arrangements among developing countries. Qatar should be aware that any of
the following special arrangements must be informed to the Trade and Development

Committee. If Qatar is involved in one of these arrangements, it must inform them to the
CTD:

e Generalized System of Preferences programmes, where developed countrics provide a
favourable and discriminatory treatment for some developing countrics by lowering
their trade barriers and exempting their products from tariffs; a special treatment that

1s not extended to other countries;

o Preferential trade arrangements among developing countries such as the Common
Market for Eastern and Southern Africa (COMESA), MERCOSUR (the Southern
Common Market in Latin America), and thc ASEAN Free Trade Arca (AFTA);

In November 2001, the Doha Ministerial Conference added new tasks and some new working

groups. The Trade and Development Committec now mects in *special sessions' in order to
handle work under the Doha Development Agenda. The ministers have also set up working
groups on Trade, Debt and Finance, and on Trade and Technology Transfer (WTO, 2001). It

is important for Qatar to effectively participate in the mectings of the TDC to make surc that

its interests are well-addressed.

Another important element under the WTO Doha ncgotiations relates to "technical
cooperation”" whereby member countries continue to rececive the necessary help to function
under the multilateral trading system. The aim is to help create the nccessary institutions and
to train officials from the different countries (WTO, 2007b). The WTO rcgularly holds
training sessions on trade policy in Geneva. In addition, the WTO arranges around 500
technical cooperation activities every year, which include seminars and workshops in

different countries and different training courses in the head-quarters of the WTO in Geneva.

Qatar can also benefit from the services provided by other Committees dealing with specific

1ssues such as trade and debt, and technology transfer. Technical assistance such as training
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can also be provided to developing countries by the WTO Secretariat and Qatar is advised to
seek such assistance as a means of developing its human resources in the field of
international trade. Also, WTO agreements contain many different provisions which providc

developing and least developed countries' special rights and treatment (sce Michalopoulos,
2001).

Furthermore, part four of the GATT contains special provisions on trade and development
which includes provisions on "non-reciprocity” in trade negotiations between developed and
developing countries. To elaborate, part four stipulates that when developed countrics grant
trade concessions to developing countries they should not expect the developing countrics to

make similar treatment in return (WTO, 1995¢).

In addition, WTO agreements contain provisions that allow developing countries a longer
time to meet their obligations and adhere to the WTO regulations in comparison with the time
allowed for developed countries. Other provisions in the Agrcement on Textiles and Clothing
and the GATS are designed to increase trading opportunities for developing countries to
access the markets of developing countries. Also, there are special flexible provisions in
regards to technical barriers to trade that requirc WTO members to safeguard the interests of

developing countries when adopting some domestic or international mcasures, as is the casc

in anti-dumping, safeguards, technical barriers to trade. Other provisions call for providing

special assistance to developing countries to deal with commitments on animal and plant

health standards, technical standards, and in strengthening their domestic telecommunications
sectors and abiding by the GATS obligations (WTO, 2007b).

Another element of the special treatment that is provided to developing countries under the
multilateral trading system relates to the WTO Secrctariat, The latter has special legal
advisers whose main task is to assist developing countrics in their trade disputes against other
members and provide them with the necessary and useful advice on how they can best handlc
the dispute. This advisory service is provided to developing countries via the WTO's

Training and Technical Cooperation Institute. Qatar, as any other developing country, can
utilise this service and benefit from it (WTO, 2009b).

Not only that, but Qatar can benefit from the technical assistance and the advisory services

provided by the Advisory Centre on WTO law. The latter was established in 2001 by the
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cooperation of 32 WTO Governments. Members of the Advisory Centre are those which
contribute to its funding and benefit from its legal support and advice. It is worth-mentioning
that all least-developed countries are automatically eligible to benefit from the Advisory
Centre. Other developing countries are obliged to pay the fees for being members of the
Centre In order to be able to benefit from its consultative services (Advisory Centre on WTO
Law, 2009). Qatar could participate in this important Centre and seck its assistance on any
matter related to WTO issues; as such, participation will help Qatar further integrate itsclf
into the global economy.

In 1997 a WTO Reference Centre programme was initiated with the primary objective of
creating a network of computerized information centres in lesser developed and developing
countries. The Centres provide access to WTO information and documents through various
means, such as a print library, a CD-ROM collection and through the Internct by way of
access to the WTO websites and databases. The Centres are located mainly in trade ministrics

and in the headquarters of regional coordination organizations. There arc currently 140
Reference Centres (WTO, 2007¢).

2.9.2. Least-developed countries: A very special treatment

It is worth noting that the least developed countrics arc given even more attention and help
under the regulations of the multilateral trading system. WTO agreements in diffcrent sectors
and issues call members to provide very special and flexible help and to make every cffort to
assist the least developed countries to continue to be part and parcel of the multilateral
trading system. WTO agreements call members to make all the necessary cfforts to lower
trade barriers against imports from least-developed countries and help them to improve their

economies.

Many Ministerial Decisions have been made in favour of least-developed countries since the
Uruguay Round agreements were signed in 1994 (UNESCAP’, 2009). For instance, during
the Singapore Ministerial in 1996, Ministers reached an agrecment on a ‘Plan of Action for

Least-Developed Countries’. The plan required WTO members and institutions to provide

technical assistance to enable the least-developed countries to improve their participation in

TUNESCAP stands for the United Nations Economic and Social Commission for Asia and the Pacific.
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the multilateral system. The plan also entailed a pledge from developed countries to seck

improving market access for the products of least-developed countries (WTO, 1996).

Another element of the special treatment provided for the least developed countries is the so-
called the "Integrated Framework" programme, which was established in October 1997, onc
year after the Singapore Ministerial. The Integrated Framework is a technical assistance
programme exclusively set up to help the least developed countries. It is a joint programme
between six important international organizations, namely, the IMF, the International Trade
Centre, the United Nations Conference for Trade and Development, the United Nations
Development Programme, the World Bank and the WTO. Hence the Integrated Framework

programme is a good example for the cooperation between the WTO and other international
organisations (WTO, 2007c).

As a result, many WTO members (developed and developing) have unilaterally helped the

products of the least developed countries enter their markets, They exempted them from any

import duties and import quotas on all exports from lesser developed countries.

In the same retrospect, all of the WTO's official work is held mainly in Geneva as well as all

the other unofficial contacts between representatives of different counties particularly which

can be regarded as equally important. However, duec to their financial constraints and
economic difficulties, the least-developed countrics have major difficulties in setting up
offices in Geneva. Thus, there is only around onc third of the 30 or so lesser developed
countries in the WTO which have permanent offices in Geneva. These offices they cover all
United Nations activities besides the WTO (WTO, 2007b).

This particular problem was addressed during the negotiations between the WTO and the
Swiss Government to allocate the WTO headquarters in Geneva. As a result of thesc
negotiations, the Swiss Government agreed to provide special subsidized office space for
delegations from least-developed countries. Moreover, some other WTO members offer
financial support for Ministers and accompanying officials from least-developed countries so

that they can be able to continue to help WTO ministerial conferences.

The Subcommittee on Least-Developed Countries (SLDC) was established under the WTO to
carry out two main tasks. The first is to integrate the least-developed countries in the

multilateral trading system. The second is to provide them with the necessary technical
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assistance. The SLDC also carry out periodical assessment on how the special provisions
favouring least-developed countries within the WTO agreements are being implemented and
what is needed to further consolidate the integration of the least-developed countrics. It is

important to mention that the SLDC reports to the Committee on Trade and Development.

2.9.3. Important considerations for developing countrics and Qatar and their
ncgotiating position under the DDA

As a small developing economy, it can be said that it is in the direct interests of Qatar that the

common position of developing countries continues to strengthen. The special technical and

training assistance works for the benefit of Qatar. However, as is indicated above, developing

countries are a very wide group with diverse interests and different cconomic and trade

policies. For Qatar to benefit from its WTO membership and utilise the special provisions
provided for the developing countries, it must identify the most suitable members with which
Qatar has important trading interests and unite its negotiating position in the on-going Doha
Round with them. Qatar should focus on sectors in which it has economic interests. In other
words, not all the agenda of developing countries can serve Qatar's interests and Qatar must

identify its own sub-group with whom it shares similar interests.

The multilateral trading system through the different WTO Agrcements provides many

opportunities for developing countries to improve their economics. The DDA came to cven
provide further opportunities to libcralise trade on many issues and sectors such as agriculturc
and services (telecom, insurance, and finance). In addition, liberalization under the WTO
improves global GDP and encourages world demand for developing countrics exports. As a
general view, these liberalisation initiatives would work for the bencfit of Qatar, Obstacles
against Qatar's gas, oil, and petrochemical exports would be reduced and domestic market
would be further liberalised, thus creating morc incentives for business opportunities and

foreign investment. All of this would result into improving the living standards and providing

Qataris with job opportunities.

However, the Doha Round is facing major obstacles and has taken a very long time to

negotiate. The conflicting interests between developed and developing countries on issucs
such as agriculture have made the negotiations very difficult to move any forward.

Developing countries are complaining that they are facing great difficulties to implement the
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WTO agreements reached under the Uruguay Round because the developed countries have

deliberately made matters very complex for them.

Developing countries complain that they still face very high tariffs on selected products —
‘tariff peaks’— in important markets particularly in agriculture, and the protective measurcs
of the developed countries continues to obstruct their important exports. Examples include
tariff peaks on textiles, clothing, fish and fish products. In the Uruguay Round industrial
countries made, on average, only slightly smaller reductions in their tariffs on products which
are mainly exported by developing countries (37%), than on imports from all countrics (40%)
(WTO, 2007b). At the same time, the potential for developing countrics to trade with cach
other was also obstructed by the fact that the highest tariffs are sometimes in developing
countries themselves. Nevertheless, it must be stated the increased proportion of the

international trade amongst WTO members covered by ‘bindings’ (committed ceilings which

are difficult to remove) has added security to developing country exports (WTQ, 2007b).

Another related issue is ‘tariff escalation’, where an importing country sceks to safeguard its
domestic industry and factories by applying lower duties on imports of raw materials and
components, but higher duties on finished products. Iowever, the post Uruguay Round
period has witnessed much improvement in this respect as many developed countries have

eliminated escalation on many selected products, and thus more transparcnt and lcss

discriminatory competitiveness is achieved in their markets. The DDA has addresscd the

issues and calls for further substantial reductions on escalations (WTO, 2001).

Moreover, another issue of some concern to developing countries is the erosion of
preferences. The special tariff concessions that were granted by developed countries on
imports from certain developing countries become less meaningful if the normal tariff rates

are cut as the difference between the normal and preferential rates is reduced.

The question of how valuable and important of these preferences for the economies and trade
of developing countries is a subject of controversy in the field of international trade. But, it is
important to emphasise that unlike the regular WTO tariff commitments, prefcrential tariffs
treatment is not ‘bound’ under the WTO agrecments and such preferences can, thus, be casily
changed. They are often given unilaterally at the initiative of the importing country. This

makes trade under the preferential tariffs treatment less predictable and transparent than
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under regular bound rates, which cannot be increascd easily. Eventually, countries stand to
gain more from regular bound tariff rates. The latter provide transparent information for
importers and exporters whose trading activities are based and directed according to the

bound rates.

However, this does not mean that preferences did not benefit developing countries. But, some

countries and companies could have already benefited from such preferences. But the gains
vary from one product to another. Also, such benefits depend much on whether produccers
have been able to take an advantage of the preferences to continue remain competitive and

secure their market shares even after the preferences have been withdrawn (lloekman and
Kostecki, 2001).

Thus, the question now is whether developing countries can really bencfit from the changes;
i.e. from the preferential tariff treatment to the non-preferential tariff trcatment. The
researcher argues for a positive answer but the whole issuc depends much on the extent to
which the developing countrics are capable to respond to such changes and adopt their tradc
policies to function under the non-preferential system. lHence, Qatar's cconomic and trade
policies on different sectors should be directed to respond to the requirements of the WTO, if

the benefits of the multilateral trading system are wanted to be realised. Qatar has both the

administrative and the financial capacity to do so. But, the situation for the Icast developed
countries to respond to such changes and make the necessary adjustment is more difficult duc
to the lack of human and financial resources. The institutional and political instability makes

matters more complex for these countries.

Qatar should also realise the importance of the "negotiations” in the multilateral trading
system. The decision making process of the WTO is bascd on consensus and reciprocity. The
WTO is governed by its members and Qatar is onc of these members and thus has the right to

participate in such governance. In this respect, the WTO is diffcrent from other international

organizations such as the World Bank and International Monetary Fund. In the WTO, powcer

is not delegated to a board of directors or the head of the organization.

Therefore, rules and decisions of the WTO are reached through negotiations. These rules
affect the trade policies of member countries because they are enforced by them. Violating

these rules entail important consequences including the possibility of entering into disputes
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(WTO, 2007b). Hence, Qatar is advised to prepare well for these negotiations and unite its
position with other countries so that its negotiating stance is directed to serve its trade and
economic objectives (Ehlermann, Claus-Dieter (2005). This would require Qatar to invest in
human resources as having Qatari nationals that are capable of negotiating on complex trade

issues is a vital key factor for a successful participation in the current Doha Round.

2.10. BENEFIT OF THE WTO FOR QATAR AND THE ARAB WORLD

As a major supplier of energy and as an important trade block, what special attention and
benefits have derived from the Arab world from the WTO and its membership? In other

words, how can Qatar and other Arab countries benefit from the multilateral trading system?

This section discusses the answers to these questions.,

Qatar is the first country within the Arab world to host a WTO ministerial conference,
bringing the WTO closer than ever before to the Arab region (Moore ¢, 2001¢). Mecmbership
was primarily focused with offering the region a unique window of opportunity into the
workings of the multilateral trading system. This was scen as an opportunity for the Arab
region to raise awareness about the WTO and the importance of international trade, and also

acted as an opening for the region to join hands with the rest of the international community

in dismantling trade barriers which have so far kept nations apart.

There are twelve countries in the Arab world — Bahrain, Djibouti, Egypt, Jordan, Kuwait,
Mauritania, Morocco, Oman, Qatar, Tunisia, Saudi Arabia, and the United Arab Emirates —

that are members of the WTO. An additional six countrics are observers - Algeria, Lebanon,
Iraq, Libya, Sudan and Yemen (WTO, 2008b).

It is known that trade is important for Arab countries. For a long time, trade has becen of
paramount importance to the Arab world and their share of world trade is rising. According to
Moore (2001), the merchandise exports of the Arab WTO members and observers, at that
time, amounted to approximately US$ 220 billion in 2000, which was considered as an
important rise in comparison with the their exports in 1999, Imports of the Arab WTO
members, as of 2001, reached a total of US$ 146 billion. Furthermore, commercial serviccs,
as explored by Moore (2001), have increasingly become very important for Arab countrics
with exports at approximately US$ 31 billion in the year 2000, and imports at US$37 billion
(Moore, 2001).
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The multilateral trading system provides Qatar, and Arab counties, with a rules-bascd system
whereby trade is liberalised, markets are opened, and jobs are crcated. Because of thesc
advantages Qatar and the Arab countries ought to pursue more effectively liberal trade
policies, not merely by joining the WTO but also by adopting domestic laws that support
trade activities and facilitate imports and exports on non-discriminatory basis. Libcralisation
of trade, via the WTO, facilitates the entry of imports and ensures that markets are opencd.
Hence, Qatar and Arab countries can gain access to new markets for their exports and hclp
them achieve their diversification objectives. In addition to being obliged to kecp their
markets open via the WTO, Qatar and its Arab partners can also attract substantial foreign

investment and benefit form the new technologies of other investors.

Qatar as well as other Arab countries should realise that it is only through the multilateral
trading system that their rights are protected via the dispute scttlement system. No matters
how big or small the other country against which the dispute is raised, the multilateral dispute
settlement system guarantees Qatar and its fellow Arab countries that their rights can be
restored. In turn, Arab countries must abide by the WTO regulations. They have to establish
the necessary mechanisms in their domestic laws to ensure that WTO obligations are met and

its regulations are implemented.

Therefore, another benefit of the multilateral trading system for Qatar and its Arab partners

relates to the transparency aspects guaranteed by the WTO regulations. Arab countries can
adjust their trading policies and direct their trading activitics according to the obligations of
other WTO members. The MFN and national treatment principles of the WTO assurc Qatar
that its trade with other members will not be affected by protective policies that may scck to
subjectively promote national industries as the expenses of Qatar's products and services. In
other words, Qatar ensures that its trade and investment arc protected by the WTO

transparent and non-discriminatory regulations.

It 1s known that the multilateral trading system has played a direct and important role in
improving the living the standards and conditions of people on earth. As Mike Moore (2001¢)
puts it; "freeing trade boosts economic growth, and so helps to alleviate poverty. Thus, it
helps pay for the things we value most: jobs, health, education, a cleaner environment. In

addition, it promotes freedom and buttresses our security and peace".
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2.11, THE FUTURE OF THE DOHA AGENDA NEGOTIATIONS IN RELATIONS
TO QATAR AND OTHER ARAB COUNTRIES

2009 is an important time for the multilateral trading system. The international economy is
looking breakable. In addition, in spite of many years of high growth, the ecconomy numbecr
one (the U.S. economy) is contracting. Similarly, the European economy has also suffered
from the current financial crisis that has been confronting the world financial services and
Japan's economy is in the doldrums. Developing countrics are very vulnerable to a global
recession. Thus, the Doha Round with its Development Agenda would help to stabilise the

situation and send a powerful message that governments do not intend to let the huge gains
from freer trade slip away (WTO, 2008e).

The danger is that an increase in trade protectionism will turn a global downturn into a global
bust. Even during the good times in the 1990s, there has been a distressing increasc in anti-
dumping and anti-subsidy investigations — in developed as well as developing countrics.
According to Mike Moore (2001b), over 400 investigations were launched in 1999, up from
only 166 in 1995. And the OECD has noted that producer support estimates for agriculture

are rising again.

The situation could become very complex if businesses and companics which are now facing

substantial financial pressures manage to induce their governments to pursuc more
protectionists' policies as a means of survival. If such lobbics became successful and
governments started to adopt protective measures that would affect forcign companics and
work against the non-discriminatory principles of the WTO. Hence, the benefit of trade
liberalization and economic growth could all too easily become badly damaged, which would

lead to the stagnations of the world trade.

This could ultimately jeopardize the multilateral trading system itsclf. A global rules-based
system based on non-discrimination could disintegratc as a result of the pervasiveness of the
discriminatory protective trade policies adopted by governments as well as regional trading

blocks. This would make the whole world suffer from economic recession and would likely

lead to high levels of unemployment.

Therefore, it is important that all WTO members work in the opposite direction to trade

protectionism if they want to overcome the current financial crisis. The concerns and feclings
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that have begun to dominate many developed as well as developing countries about their
economies and the fear of being submerged in long-term recession should be utilised to act as
incentives for collective efforts to overcome the consequences of the financial crisis. Only via
free trade and open market policies can such consequencecs be overcome. All WTO members
ought to realise this issue. Hence, the concerns of being affected by the consequences of
financial crisis could potentially encourage greater co-operation among governments and lead
to a greater belief in the multilateral trading system as the best system governing international
trade and the most suitable means for overcoming the consequences of the financial crisis.
History has taught us that the resort to protectionism, as happcned in the 1930s when trade
protectionism prevailed and became the tool for governing international trade, led the whole

world into recession and caused substantial harm to the world economy. Such bad

experiences must be learnt from and must not be repecated.

Therefore, Qatar and Arab counties, as the rest of the world, should have strong incentives to
overcome the consequences of the financial crisis by focusing on trade and identifying the
best negotiating positions in the on-going Doha Development Agenda (DDA). Qatar should
organise its negotiating position with other Arab countrics to achicve their trade and

economic ambitions.

The DDA 1s focused on many issues and scctors. Thus, Qatar and its Arab partners should
thoroughly assess the impact of these issues on their cconomies and adopt a collective
negotiating position. To elaborate, freer trade in agriculture is vitally important for all Arab
countries, be they food exporters — such as Mauritania — or nct food importers — such as
the Gulf States. Further liberalisation of trade in services is also another important clement of
the DDA. Financial and telecom services arc perhaps the most important sectors whercby
Qatar and other Arab partners should seek to liberalise through the WTO regulations. This is
because by opening these sectors, further development, as facilitated by the DDA, would

attract foreign investment and help the diversification ambitions of Qatar and its Arab

partners.

Nevertheless, it is important to emphasise that perhaps reaching a common negotiating stand
amongst the Arab countries that are members of the WTO may not be an casy task. This is
because of the differences between these countries on many issucs and the diversity of their
economies, If it 1s proven that reaching a collective negotiating stance amongst all Arab

countries that are members of the WTO proves impossible due to the many differences in
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their trade and economic objectives and policies, Qatar may find itself obliged to restrict i1ts
cooperation to the GCC countries. In other words, Qatar's negotiating stance on the DDA
could perhaps be developed via the GCC umbrella rather than the wider Arab world.

However, Qatar has to assess all of these possibilities and seek the best negotiating approach

via which it could achieve its objectives.

During the Doha Conference, a strategy for the Arab Region was developed. Arab countries
should resort to this strategy as guidance for their mutual coopcration in the DDA

negotiations. The principal objectives of the strategy are:

e To raise awareness in the Arab world of the WTO, It is important to explain to the
Arab world what the WTO is, what it does, and what to expect of its upcoming

ministerial talks. Awareness must also be raised on the importance and significance of

international trade for economic growth.

e To facilitate the flow of information. There 1s, of course, an undcniable language
barrier confronting Arab members of WTO in the day-to-day work of the
organization. Another barrier to information flow is the dearth of Arab authors, and

Arabic language publications, on the WTO. These barriers must be overcome through

improved information {flow.

e To assist the Geneva based missions of Arab delegations, particularly small
missions, in dealing with the very demanding work of the WTO. The WTO is an
organization in which large numbers of meetings can run simultancously, and whosc

meetings require careful preparation as well as follow-up. Missions must be assisted

in confronting this workload.

e To prepare Arab countries for a potential round. If the Doha Round rc-

commences, much work will be needed to help Arab countries scize the opportunitics

it provides.

Qatar could play an important role in bringing Arab countries together. What Qatar and the
Arab world need to consider is how best to tailor the DDA strategy to suit their needs and

achieve their objectives. It is this ambitious objective that all Arab WTO members should

work for.
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2.12. CONCLUSION

It is obvious that the GATT/WTO has come to liberalize trade and remove trade barriers.
From its inception to the present time, the WTO has attained some of its goals because firstly,
the membership increased from 23 in 1947 to 153 in 2009 (WTO, 2008b) and succeeded In
reducing tariffs substantially between member countries resulting in a $6.5 trillion per year
increase in world trade (WTO, 2007b).

The WTO is fulfilling its role by having countries agree to reduce barriers to trade and to
conduct their trade activities (exports, imports, trade in services) in line with agreed rules.
"~ The agreements laid the foundation of the multilateral trade system upon which the member
countries are committed, which is to attain the overall social goals of improved standards of
living, full employment, expended production and trade in goods and services, and to
enhance the share of developing countries in world trade (Narlikar, 2005). The purpose of the
agreements that were negotiated — i.e. to increase international trade which could create
employment opportunities in developing countries by contributing to reduction in poverty
and thus improving the standard of living for those people. In the same vein, developed
countries can also have a wider outlet for their manufactured goods and even their companies

can relocate to developing countries where they can take advantage of the availability of
abundant, cheap labour. There is no question that the reduction in tariff levels or its total

elimination will help facilitate and expedite the global trade in goods and services.

It can be argued that the principles of the trading system have enormous benefits for all the
WTO member countries. The advantage of a reduced tariff level will certainly enable poor
countries to fully participate in the export trade, particularly when these countries have
standardization problems. At the same time, businesses in developed countries whosc
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