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June 28, 1995

Note to Ms. Atsuko Horiguchi

Atsuko,

Re: Briefing Material for July 6 Meeting with Mr. Ruggiero et al.

I understand that you requested Alan Winters to send up the draft briefing
note and related material that we have prepared in anticipation of the July 6
meeting. This material is attached.

As he mentioned to you, we are still awaiting inputs from both Gary
Sampson and our colleagues in the Fund on the issues they would like to table at
the meeting. So the attached drafts will need to be modified in the light of these
inputs closer to the date. If you get any feedback from Gary directly on suggested
agenda items, please let us know and we can then prepare additional briefing
material as required.

Regards,

Masood Ahmed

Attachments

cc: Messrs. Kaji (o/r), Bruno (o/r), Baird, Winters



BRIEFING NOTE FOR CAMDESSUS-RUGGIERO-WOLFENSOHN
MEETING/DINNER, JULY 6,1995

As yet, neither Fund staff nor the WTO Secretariat has given any indication
of issues which they may wish to raise at this meeting. I have asked counterparts
in each organization to let me know as soon as they have done so. This note,
therefore, considers only the issues which you may wish to raise.

1) Bank-WTO collaboration. Earlier this month Mr. Ruggiero said he hoped
that he would be able to present the WTO's proposals for Bank-WTO
collaboration to the WTO Council on July 11. The most important item of
business for the July meeting is to determine what progress has been made towards
that goal. This has a procedural element--for example, whether a draft
memorandum has been prepared, whether it has been subject to internal discussion
within the WTO Secretariat and/or informal discussion with delegations. It also
has a substantive component--namely to ensure that issues of importance to the
Bank are adequately provided for. These are spelt out in the staff paper provided
to you previously (attached as Appendix 1).

The most contentious issue now looks likely to be Bank observership at the
Disputes Settlement Body. This is important both substantively and symbolically.
Substantively, Bank economists need to understand the issues debated and the
positions taken at the DSB, because this is where definitive rulings are made on
the interpretation of the Uruguay Round and other trade agreements. Symbolically
it is important because to exclude the Bank from this Body would represent a
diminution of Bank observership relative to what was granted under the GATT and
explicit discrimination against the Bank relative to what will be offered to the
Fund. In return for Bank observership on the DSB, the WTO will be looking for
observership on the Bank's Executive Board when international trade and trade
policy are discussed. This, of course, is a matter for the Board, but the reactions
of Fund Directors to the proposals for WTO observership at this Board suggests
that it is unlikely to present great difficulties when presented.

We expect the Secretariat to be given a mandate to negotiate the details of
the Bank-WTO collaboration on Friday, June 30. This should parallel almost
precisely a draft mandate prepared for negotiations with the Fund which has been
transmitted to us informally and which is attached as Appendix 2. It seems
sensible and uncontentious, although we shall, of course, have to see how the
WTO Secretariat interprets it. We should seek Board advice on the mandate and
press ahead with formal negotiations as soon as possible, and are now scheduling a
Board Seminar for mid-July.



Appendix 3 to this note offers a brief history of the rather convoluted
discussions between WTO and Bank staff on collaboration. Appendix 4 contains a
recent letter to Mr. Sampson of WTO seeking confirmation of the information in
this paragraph and his reply to it.

2) Consistency. The consistency of Bank advice on trade policy with
countries' WTO obligations has been one area of concern in discussions with the
WTO. Our belief has been that despite a small number of past instances of
inconsistent advice being offered, this has never been a major problem and that
recent changes in Bank procedures have further reduced the scope for problems.
Mr. Sampson of the WTO, however, whom you met with Mr. Ruggiero in June,
professes to the opposite opinion. We asked him informally in December and
formally after the June meeting to detail the cases which caused him concern but
to date we have had no reply.

Until we have Mr. Sampson's reply it is difficult to advise on the magnitude
or the sensitivity of the issue. Once the history is resolved, however, we can
review with the WTO steps to try to ensure that consistency is no longer a source
of friction. These will hinge around improved procedures in the Bank to ensure
that operations' staff have sufficient information to offer WTO-consistent advice
in the form of access to a country's WTO commitments, regular seminars on WTO
requirements, a checklist of potentially inconsistent policies, and access to expert
advice from economists in the International Trade Division (IECIT) and, where
appropriate, specialists in the WTO. Such procedures would build upon the
tradition of informal staff contact between GATT and Bank staff and seem far
more efficient than establishing extra layers of policy review within the Bank.

IECIT will prepare a note on consistency as discussions with the WTO
Secretariat develop.

3) Coherence. It would desirable to reassure Mr. Ruggiero that we are
interested in exploring means to ensure the coherence of global economic policy.
On the other hand, it would seem premature to do so until the mundane details of
day-to-day collaboration have been agreed upon. Thereafter, it may be appropriate
to establish a group to study the matter of ensuring coherence while first avoiding
cross-conditionality and second respecting each institutions' mandate.

4) Africa. As you informed Mr. Ruggiero in June, the Bank has considerable
capability to undertake analysis relevant to African economies. It may be useful to
reaffirm this and to state that where appropriate Bank staff would be delighted to
cooperate with staff from the WTO Secretariat. The Bank's Africa region and
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International Trade Division are developing a proposal to explore barriers to
African trade. This is in the context of the UN's Initiative for Africa and would
lend itself ideally to WTO-Bank, and possibly UNCTAD, cooperation.

IECrR27-Jun-95
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Appendix 1

Modalities for WTO-World Bank Cooperation

The World Bank looks forward to the close cooperation with the WTO that is

envisaged in Article 111:5 of the Marakesh Agreement. As a basis and starting point for

cooperation, Bank staff and WTO staff have discussed the following matters:

Observerhip2:

The agreement already in place between the World Bank and the GATT on

observership has served.both institutions well. Discussions have concentrated on

continuing this pattern of observership and extending it cover the subject areas that have

newly come under the ambit of the WTO.

Following this line of thought, the WTO would be granted observership at the

Bank's Executive Board in a form parallel to the Fund-that is, by invitation, intervening

as requested, and whenever an item in which the WTO has a material interest is

discussed. In addition, the GATT's rights of observership at the Development Committee

and Annual Meetings would continue.

Continuing the pattern of observership that the World Bank enjoyed at the GATT,

and extending it to new issues now included in the WTO implies that the Bank would

observe the WTO Ministerial Conference, the General and three sectoral Councils and



their subsidiary bodies, the Disputes Settlement Body, the Trade Policy Review Body and

the Committees on Trade and Development, Balance of Payments, and Trade and

Environment (and their subsidiary bodies).

Consistencv of Advice:

Discussions between Bank and WTO staffs suggested that the most important

medium for maintaining consistency in the application of World Bank and WTO policies

is to continue the extensive informal consultation between Bank and WTO staffs. This

process has worked well in the past. Where appropriate and where their schedules permit,

Executive Directors and Delegation Heads might be represented. Consultations would

take place as early as practicable in the discussion of an issue: the need for consultation

would be identified by staff in the initiating institution. Particular efforts would be made

to ensure coherence in the advice given to aspiring accedants to the WTO.

Bank-WTO staff discussions recognized that Bank conditionality will frequently

ask governments to undertake actions permitted but not required by their WTO

commitments (e.g., reducing a bound tariff). In discussing policies with governments,

staff of both institutions should distinguish explicitlybetween policies required by WTO

commitments (or prospective commitments in the case of accedants) and those permitted

by the WTO which are desirable for other reasons.



These discussions anticipated that Bank conditionality would not require that

countries act contrary to their existing WTO commitments.

If an occasion arose in which a series of related reforms being considered in

negotiations with the Bank would require modification of a country's WTO

commitments, the Bank would inform the WTO informally, and warn the government

that adoption of such policies would entail (1) their seeking a time-Limited WTO waiver

of the relevant WTO commitment, or (2) their following WTO procedures to renegotiate

the relevant commitment.

As well as periodic Head of Institution meetings there should be regular (annual or

more frequent) senior staff meetings between the WTO, Fund and Bank to identify areas

where consistency problems may arise, discuss issues of common interest, initiate joint

activities and generally review the progress of cooperation and coherence.

Research and Information Exchange:

Bank-WTO staff discussions have considered a full exchange of information that

is relevant to the policies over which both institutions have responsibilities. Such an

exchange would imply that the WTO receive complete access to the Bank's macro-



economic and socio-economic databases. The Bank would receive complete access to the

Integrated Database (IDB). The Bank has already made significant contributions to the

development of this data base. Software now used by the WTO Secretariat and by

national delegations to manage and to analyze the IDB has been developed by Bank staff.

In this regard, the Bank would be consulted about firther development of the IDB.

The complementarity between the Bank and WTO in research and training should

continue to be exploited. Practices such as addressing each other's conferences and

training courses should be continued. Furthermore, Bank and WTO stafs should consult

at an early stage over projects and papers in which there is a common interest.

Least Developed and Net Food Importing Countries:

The Bank confirms, with reference to the Marrakesh decision on the possible

negative effects of the agricultural reform program, that it is able to offer financial

support to countries adjusting to trade liberalizations when requested in the context of a

viable program. It does not need new instruments to do so.



Appendix 2

20.6.95

WTO RELATIONSHIP WITH THE IMF

The-Heads of Delegation request the Director-General to pursue the invitation given

to him by Ministers in the Declaration on the Contribution of the World Trade Organization

in Achieving Greater Coherence in Global Economic Policymaking keeping in view paragraph 5

of Article II of the Agreement Establishing the WTO.

The Director-General, while implementing his mandate in accordance with the criteria

contained in the Declaration, is invited to give the necessary attention to possible means for

cooperation in global economic policymaking and specific policies followed by each international

institution within their respective area of competence.

As to: the means to achieve greater coherence in global economic policymaking, the

Heads of Delegation recaU that the interlinkages between the different aspects of economic

policy require that the international institutions with responsibilities in each of these areas follow

consistent and mutually supportive policies.

The WTO and the IMF will pursue and develop the cooperation maintained in the past

between the GATT-and the IMF. - In this respect, the following should be taken into account:

1. The formalization of the current provisional arrangement, and the contribution

of the IMF to balance-of-payments consultations, both in goods and services, as well

as the IMF participation in meetings of the Committee on Balance of Payments

Restrictions. The possibility of consultations with the IMF on other finance and

exchange matters should be provided for. This should include, inter alia, ajoint follow-

up of'relevant provisions contained in the Decision on Measures Concerning the Possible

Negative Effects of the Reform Programme on Least-Developed and Net Food-Importing

Countrics, as well as consultations with the IMF on matters related to the establishment

3-infwb3
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of spccial exchangc agreements for countries which are WTO Members but not IMF

members.

2. The IMF would be granted observer status at meetings of the General Council,

Dispute Settlement Body, TPRB, the three sectoral Councils and other relevant

subsidiary bodies of the four Councils. The WTO would be granted observer status

at meetings of the Executive Board; WTO-IMF Liaison Committee; bi-annual Interim

Committee Meetings, IMF/World Bank bi-annual Development Committee Meetings

as well as IMF/World Bank Annual Meetings.

3. The WTO and IMF will provide each other with access to their respective

documentation and databases (including the IDE). The necessary confidentiality shall

be respected.

The Ileads of Delegation request the Director-General to keep them informed of the

evolution of the discussions with the IMP and to present a draft Memorandum of Understanding

for approval to the General Council.

3-irnfwb3



Appendix 3

BANK-WTO COLLABORATION: A VERY BRIEF HISTORY

Internal consideration of Bank-WTO collaboration began in February 1994,

and following the formal signing of the Marrakesh Agreement in April, IECIT

produced a draft paper in June 1994. This was subject to review and consultation

within the Bank and a new version produced in September 1994. The basic

content of the document has not changed since then. It contained a significant

section on the consistency of Bank advice with WTO agreements, and smaller

sections on financial support to developing countries facing adjustment difficulties

arising from the Uruguay Round, information exchange and research

collaboration, and consultation and representation.

The September document was shared informally with the IMF, who, at that

time, had not yet begun to consider their position. Indeed their initial work was

based partly on the Bank document.

During the summer of 1994, there were also informal contacts with staff of

the GATT, and at the Annual Meetings in Madrid (October 1994) the issue and the

Bank's document was discussed in a meeting comprising Messrs. Bruno and

Ahmed (Bank), and Seade and Sampson (WTO), as well as IMF staff. The broad

outlines of the paper appeared to command fairly general acceptance, although it



was clear that details would need to be discussed and that the GATT Secretariat

were constrained to move fairly slowly. First, it was difficult for them to discuss

matters for their successor organization, and, second, there has always been

tension in the GATT over whether it is for the Secretariat or for the Contracting

Parties themselves to settle matters of this nature. This tension has continued

under the WTO.

Following the Annual Meetings, the Fund became concerned that it was

getting left behind and moved very rapidly to produce documentation and to

discuss matters with their Executive Directors. In addition, the GATT Secretariat

started to express reservations about the level at which they were dealt with in the

Bank. Specifically, they felt that day-to-day contacts should occur between

Messrs. Seade and Bruno and between Sampson and Ahmed.

Following further informal consultations within the Bank and with staff at

GATT and the IMF, a version of the paper was prepared for presentation to the

Board, who were starting to press for it. Senior management felt it best, however,

to delay this until the WTO had been created, and the note was finally circulated,

in the form of a draft note for staff which was being copied to the Board for

comment, in February 1995. Several minor comments were received along with

requests for a Board Seminar on the matter. The Seminar has been agreed in
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principle but not scheduled. The note for staff has been held in abeyance until the

Seminar has occurred.

Over the winter continuing discussions with the WTO/GATT Secretariat

revealed a number of issues that needed to be resolved. First, the view was

expressed that Bank advice was not infrequently at odds with countries'

commitments under the GATT. In December 1994, Mr. Winters informally asked

Mr. Sampson for details of such cases, but to date none have been received.

Second, a view emerged among some of the delegations of the Contracting

Parties/Members of WTO that the Bank be excluded from the Disputes Settlement

Body (DSB). This would represent a step backwards from the Bank's position

under the GATT, for until the end of 1994 the Bank observed all GATT Council

proceedings, including those when it was doing work now falling under the DSB.

Third, there were suggestions that WTO should have observership at every

Executive Board Meeting and receive every Bank document. Although some parts

of the Secretariat recognized immediately that this was not feasible or desirable,

other parts (supported, we understand, by some delegations) continued to press for

it.

During the first quarter of 1995 the WTO position became paralyzed by the

disagreement about whether it was the Secretariat or the delegations which would

3



handle this matter. At the same time, the Secretariat decided that it would

concentrate on settling matters with the Fund before the Bank, largely because that

relationship is deeper anct more formal. Despite a number of contacts (including

one meeting between Messrs. Seade and Bruno) all substantive discussion ceased.

In March 1995, Messrs. Ahmed and Winters received an invitation from

Ambassador Kesavapany--Singapore's Ambassador to the WTO and current

chairman of the WTO Council--to discuss Bank-WTO relations informally. We

visited him in mid-April and also met Ambassador Rossier (of Switzerland), who

by that time had been charged with chairing a working group of delegates on the

subject. These conversations confirmed the priority that was being given to

settling with the Fund, but also revealed (a) a willingness to settle matters with the

Bank at more or less the same time, and (b) that there were very few substantive

differences between the Bank's staff paper and the views of the parties at WTO.

Following these contacts the Secretariat briefly expressed rather more interest in

dealing with the Bank, and expressed informally a concern that direct contact

between the Bank and the delegations could undermine the Secretariat's claim to

negotiate this issue. Basically, we sympathize with the latter's concerns, for it is

clearly more appropriate (not least for reasons of confidentially) that Bank staff

deal with the Secretariat than with staff in the (national) delegations.

Consequently, other than offering to provide a briefing for Ambassador Rossier's

4



group on the Bank's procedures, we did not pursue matters with Rossier and

Kesavapany.

By May 1995 both the Secretariat and Rossier's working group were

moving slowly towards settling their positions on the Bank-WTO collaboration

and we were expressly advised by Mr. Sampson that there was nothing that we

could do to move matters along. We were also advised by him that he saw little

substantive disagreement between the Bank and WTO positions. In the course of

May, however, it proved impossible to discuss with Mr. Sampson either

substantive issues on WTO-Bank collaboration or, indeed, to engage him on the

subject of the agenda for Mr. Wolfensohn's first meeting with Mr. Ruggiero.

Given that matters seemed to be in a reasonably good shape substantively and that

we hoped that Mr. Ruggiero would be able to slice through the bureaucratic

difficulties at WTO, it did not seem necessary to brief Mr. Wolfensohn on the

continuing difficulties and frustrations of this relationship.

In June, two things have happened. First, the Rossier working group has

summarily disbanded itself, passing to the Secretariat a mandate to negotiate the

modalities of collaboration with the Bank and the Fund. The mandate for

negotiations with the Fund appears to offer the Fund all that the Bank would

require, and we are informed that the mandate for the Bank is likely to be very

5



similar.' When he met Mr. Wolfensohn in June, Mr. Ruggiero had expressed the

hope that the WTO's proposals on collaboration would be completed in time for a

paper to be put to the General Council meeting on July 11.

The second development in June has been increased emphasis by Mr.

Sampson on the issue of the consistency of Bank advice with WTO obligations.

He has still not produced a list of cases, but has apparently been saying in certain

circles that consistency is a major problem. Until we hear from him what his

concerns are, it is difficult to respond to this, but IECIT is developing plans to try

to reduce even further future frictions on this score. These entail improved

procedures in the Bank to ensure that operations' staff have sufficient information

to offer WTO-consistent advice, such as access to a country's WTO commitments,

regular seminars on WTO requirements, a checklist of potentially inconsistent

policies, and access to expert advice from economists in the International Trade

Division (IECIT) and, where appropriate, specialists in the WTO. Such

procedures would build upon the tradition of informal staff contact between GATT

and Bank staff and seem far more efficient than establishing extra layers of policy

review within the Bank.

[k:jdw-wto.doc\Iaw\27-Jun-95]

It has just emerged, however, that there is continuing resistance by the EU to our observing the DSB,
although our view, and that of at least some members of the Secretariat, is that this will be overcome.
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Appendix 4

The World Bank
Washington. D.C. 20433

U.S.A.

MASOOD AHMED
Director
International Economics Department

June 21, 1995

Mr. Gary Sampson
Director
Development Division
World Trade Organization
Centre William Rappard
Rue de Lausanne 154
CH-1211 Geneva 21
SWITZERLAND

Dear Gary,

In preparation for the July 6 dinner meeting among Messrs. Ruggiero,
Camdessus and Wolfensohn, I thought it would be useful to touch base and see if
there is any substantive issue that you or your colleagues would like to put on the
agenda for discussion. There are also a couple of items that we would like to flag.

Collaboration. Based on our various conversations, our understanding is that
work on defining the collaborative arrangements with the Fund and the Bank is now
proceeding more rapidly and that your assessment is that, even if the initial work is
done on the case of the Fund because of the additional legal relationship, this should
be followed quickly by similar work on the relationship with the Bank. I am also still
guided by your advice that at this stage there is nothing additional that the Bank can
do to accelerate the pace of this work. Finally, I understood from Mr. Ruggiero's
remarks at the June 13 meeting here in Washington that he was aiming for getting
agreement on this issue at your next General Council meeting in mid-July. If this
understanding needs to be modified in any way, please let me know so that I can alert
Mr. Wolfensohn accordingly.

Consistency of World Bank advice with WTO obligations. I understand
from Atsuko Horiguchi that you felt that the problem of WTO consistency of Bank
operational advice is more serious than I had implied in the June 13 meeting. As you
know, we have discussed this issue on a number of occasions, but our efforts to
identify specific instances of inconsistent advice have so far produced the same two or
three cases. If you do have additional more recent examples of this problem, I would
again be grateful for that information which we could then use to follow up with our
regional colleagues here and to also alert the Bank's Senior Management.



Finally, I would appreciate if you could let me have the details of the location
and timing for the proposea dinner which we could then pass on to Mr. Wolfensohn's
office.

Sincerely,

Masood Ahmed

bcc: Ms. Atsuko Horiguchi, EXC

Mr. Alan Winters, IEC
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To: PAX No: 001 2024770881
Mr. Masood Ahmed
Director
intermational Economics Dept.
The World lank
Washington D.C.

From; Referenca: 27-4et
Gary P. Sampson
Dractor
Developmem Division

Dear Masond.

Thank you for your fax of 21 June 1996. 1 have nat yet discussed with Mr. Ruggiero
what he has on his agenda for the meeting on 6 July 1595. We will. however, be doing
thAs in tme coming days and I wIO canainly keep you Infoo rmet of what-wiU be the prIoritIes
from our side. It seows fair to say, however, that we will carry forwar the discussionh
which we had in Wnhmngwtn. That is to say, maters relating to Africa, ttm Agreement
In the Rosier Group etc.

As scan as we have a cIearer idea I wilU, of course, let you know.

aYo 
m 

.

cere 
y,

Gary P. Sampson



The World Bank
Washington, D.C. 20433

U.S.A.

MICHAEL BRUNO
Vice President Development Economics
and Chief Economist

June 5, 1995

Mr. James D. Wolfensohn

Update on Bank-Fund-WTO Collaboration

Jim,

As promised, attached is an update on issues of Bank-Fund-WTO
Collaboration. This may be relevant to your lunch with Mr. Camdessus on
June 6.

I suggest that we spend 15 minutes between now and lunch tomorrow
for a quick briefing on more likely issues that may come up at the lunch.

Michael Bruno

Attachment

cc: Managing Directors
Ms. Horiguchi

VV



JUN 02 '95 03:25PM WB IECIT 2026761341 P.1/2

Bank-Fund-WTO Collaboration: An Update

Although we have had no communication from the WTO Secretariat about

your meeting with Mr. Ruggiero on June 13, we understand that the Fund have

received an indication of the issues Mr. Ruggiero wishes to raise at the

corresponding meeting with Mr. Camdessus. We understand that Mr. Camdessus

hopes that the Bank and the Fund will be able to maintain largely common

positions in their deadlines with WTO, and that as a result he nay raise some of

these issues when you meet him on June 6. There should be no difficulty in

reaching a common understanding with Mr. Camdessus.

The WTO Secretariat has suggested that the following four issues may

arise:

(a) Mr. Ruggiero is likely to suggest that the WTO play an active role

in the Development Committee and that the latter become the

principal locus for dealing with coherence in global economic

policy making,

We would counsel against this. As you know, there is a growing

consensus that the role of the Development Committee needs to be



JUN 02 '95 03:25PM WB IECIT 2026761341 P.2/2

rethought. However, it is not obvious that broadening it firther is

the right way to go. Moreover, it seems sensible to define

coherence before locating it. Effective, as opposed to ceremonial,

treatment of coherence seems far likelier to be achieved through

staff and management interaction than in a political body such as

the Development Committee.

(b) Mr. Ruggiero will suggest that a joint Bank-Fund-WTO

communique be issued prior to the Halifax meeting,

Mr. Camdessus is expected to reply that this is neither a traditional

nor an effective way of communicating with the G-7. We agree.

(c) Mr. Ruggiero wishes to discuss the reform of the G-7, possibly

arguing that it should be made more broadly representative and that

the Bank, Fund and WTO should have greater direct input

Mr. Camdessus is unsympathetic to this proposal, favoring, in

particular, a more prominent role for the Fund and its Interim

Committee. It is not clear that the Bank has a direct interest in either

of these proposals, and we suggest that you should be noncommittal

2
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about both. Since Mr. Ruggiero's (predicted) views are unlikely to

prevail, and since, if they did, they would doubtless entail the

promotion of WTO interests above those of the Bank, it seems

particularly desirable not to become associated with that.

(d) Consideration will also be given to the state of discussions about

cooperation between the Fund and WTO. These are formally

somewhat more advanced than discussions between the Bank and

WTO, but are still held up by significant differences both between

the Fun& and the Secretariat and between the Secretariat and the

member governments of WTO. Fund staff keep us informed of the

progress of their discussions, which we appreciate, and they are also

sympathetic to our view that Fund-WTO and Bank-WTO

discussions on cooperation should proceed broadly in parallel. It

may be useful to reaffirm this with Mr. Camdessus.

Mr. Camdessus may suggest that he and Mr. Ruggiero issue a press

statement to the effect that discussions on collaboration between the staffs and

managements of the two institutions are progressing well and that they will shortly

present to their Board and General Council a draft agreement: It would

unfortunate if such a statement were made and we were unable to match it It

3
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would be desirable if Mr. Camdessus expressed the wish that the Bank also be

party to such a statement and would lend his weight to persuading Mr. Ruggiero

that the Secretaiat should be forthcoming enough in its discussions with us to

allow us honestly to subscribe to such a statement.

ItECWmk'rjwbrin.OocW-Ju954
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MICHAEL

RE ATTACHED, I THINK EXC SHOULD
DIRECT ALL SUCH CORRESPONDENCE
TO YOU, AS VP. AT PRESENT, THE
NEW PRESIDENT'S OFFICE SEEMS TO
SEND THINGS DIRECTLY TO WHOEVER.
THIS HAS OBVIOUS DISADVANTAGES.

ko

6/7
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The World Bank/IFC/MIGA
O F F I C E M E M O R A N D U M

DATE: June 8, 1995 03:09pm EST

TO: Masood Ahmed - IECDR ( MASOOD AHMED

FROM: Nancy Barrett, EXC ( NANCY BARRETT

EXT.: 80444

SUBJECT: Wolfensohn-Rugqiero Meeting - June 13

This is to confirm Mr. Ruggiero's appointment with Mr. Wolfensohn
on Tuesday, June 13, at 5:30 to 6:00 pm in the President's
office.

Please advise the names and positions of those attending, as well
as the briefing materials, unless provided to Josie Bassinette
already. It would be helpful for us to have this information
tomorrow in order to provide the materials to Mr. Wolfensohn in
advance of his meeting.

Thank you.

CC: Atsuko Horiguchi ( ATSUKO HORIGUCHI @Al@WBWASH
CC: -'JOSIE BASSINETTE ( JOSIE BASSINETTE @Al@EDSEL
CC: JANE ARMITAGE ( JANE ARMITAGE
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DATE: 08-Jun-1995 10:27pm

TO: L. Alan Winters ( L. ALAN WINTERS

FROM: Masood Ahmed - IECDR, IECDR ( MASOOD AHMED

EXT.: 33800

SUBJECT: let's discuss re attached

Alan,
could you pls check with gAry if someone from the WTO staff will
be accompanying Mr Ruggeiro.
Let's also discuss who should join meeting from our side.
Masood

CC: Michael Bruno ( MICHAEL BRUNO



The World Bank
Washington, D.C. 20433

U.S.A.

MASOOD AHMED
Director 9 A 5A :4International Economics Department 95 K"Y 15 AM 9: '46

May 12, 1995

Mr. Gary Sampson
Director
Development Division
World Trade Organization
Centre William Rappard
Rue de Lausanne 154
CH-1211 Geneva 21
Switzerland

Dear Gary,

This is just to confirm your conversation with Sarwar Lateef. Mr. Wolfensohn
would be delighted to meet with Mr. Ruggiero on Tuesday, June 13, 1995 at 5:30 p.m. in
Mr. Wolfensohn's office, Room E-1227. I will receive Mr. Ruggiero at the entrance to
the E Building which is located on 701 19th Street, at 5:25 p.m.

We will be in touch with you shortly about the issues to be discussed between
Mr. Ruggiero and Mr. Wolfensohn.

Sincerely,

bec: Messrs./mmes. Bruno, Baird, Vieira da Cunha (DECVP);
Armitage, Barrett (EXC); Bassinette (SECBO);
Raphaeli (OPRPG); Winters (IECIT)



ROUTING SLIP Dae
1 3/10/95

NAME ROOM NO.

Mr. Baird--Acting VP DEC

Mr. Ahmed o/r S8 055

Mr. Winters R 2033

URGENT For Action/Comment Per Your Reqvm
Appropriate Disposition [Information/Discard Returned
Approval/Clearance Note And Return See My E-Mail
File Per Our Conversation Signature/initial

RE:
Attached

REMARKS

From Room No. Ext
Kate Oram S9 035 31107

P-1862
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RECEIVED__

~NSWEUL_______F________

Rome, 25th march 1995

TO JAMES D. WOLFENSOHN

Fiof AMB. RENATO RUGCTERO

Dear 2ames,

r'nunk 'you for your meecage and for the ctrong

qupport you gave to my candidacy.

L am very glad that my appointment will give

-e lhu possibility of keeping with you a very close

- r xioship and I hope seeing you soon.

6incerely,

TOTALE P.01



The World Bank
Washington. D.C. 20433

U.S.A,

MASOOD AHNED

Director

International Econormcs Department

May 2, 1995

Ambassador William Rossier
Head of the Swiss Delegation to the

World Trade Organization
9-11 rue de Varembd
1211 Geneva 20, Switzerland

Dear Ambassador Rossier,

Future WTO-Bank Cooperation

Thank you for breaking your busy schedule to meet Messrs. Croome and
Winters and me last month. I found our meetin2 most illuminating and was
grateful to be able to sketch out for you Bank staff thinking on future WTO-Bank
relations. Given the special relationships between the WTO, Fund and Bank
foreseen in Marrakesh. this is something which we take most seriously.

Based on our discussions to date, it seems that it should be fairly
straightforward to settle the broad outlines of an agreement on the mechanics of
WTO-Bank cooperation, and we hope that we can do so fairly quickly. This
would not only allow us to demonstrate timely and tangible follow up to the
declarations at Marrakesh, but clear the decks so that we could get on with the
business of substantive cooperation and coherence. As we discussed. to facilitate
this process, I will send you shortly a brief, informal note summarizing the
current staff thinking on the mechanics for cooperation which could then form
the basis for continuing discussions. I will also send copies of this note to
Ambassador Kesavapany and our counterparts in the Secretariat. As we
discussed, we hope we might have broad agreement in time for your July Council
and our Annual Meetings in October.

Among the points that the non-paper will make are that the Bank staff
seek to preserve the status quo (1994) on the topics which it may observe in the
WTO: that it will seek to extend the WTO's right of observership beyond the
status quo (based on the Corn of the current arrangements with the INIF): that we
shall seek to build upon the current excellent informal collaboration between the
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staffs of the WTO Secretariat and the Bank; and that there should be periodic
senior level meetings between staffs or the WTO. Fund and the Bank.

In addition, per your request, we are arranging to make a presentation to
your working group on the operating procedures that lead to the Bank's trade
policy recommendations and the role that trade policy plays in the Bank's overall
set of activities. We hope to be able to do this by mid-May.

Thank you, once again, for devoting your personal attention to this matter.

Yours sincerely,

bcc: Messrs. Michael L. Bruno, L. Alan Winters, John Croome



The World Bank
Washington. D.C. 20433

U.S A.

MASOOD -\HMED
Drector

International Economics Department

May 2, 1995

Ambassador K. Kesavapany
World Trade Organization
Centre William Rappard
Rue de Lausanne 154
Geneva 21
SWITZERLAND

Dear Ambassador Kesavapany,

Future WTO-Bank Cooperation

Thank you for breaking your busy schedule to meet Messrs. Croome and
Winters and me last month. I found our meeting most illuminating and was
grateful to be able to sketch out for you Bank staff thinking on future WTO-Bank

relations. Given the special relationships between the WTO, Fund and Bank
foreseen in Marrakesh. this is something which we take most seriously.

Based on our discussions to date, it seems that it should be fairly
straightforward to settle the broad outlines of an agreement on the mechanics of
WTO-Bank cooperation. and we hope that we can do so fairly quickly. This
would not only allow us to demonstrate timely and tangible follow up to the
declarations at Marrakesh, but clear the decks so that we could get on with the
business of substantive cooperation and coherence. As we discussed. to facilitate
this process, I will send you shortly a brief, informal note summarizing the
current staff thinking on the mechanics for cooperation which could then form
the basis for continuing discussions. I will also send copies of this note to
Ambassador Rossier and our counterparts in the Secretariat. As we discussed. we
hope we might have broad agreement in time for your July Council and our
Annual Meetings in October.

Among the points that the non-paper will make are that the Bank staff
seek to preserve the status quo (1994) on the topics which it may observe in the
WTO: that it will seek to extend the WTO's right of observership beyond the
status quo (based on the [orm of' the current arrangements with the IMF): that we
shall seek to build upon the current excellent informal collaboration between the
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staffs of the WTO Secretariat and the Bank; and that there should be periodic
senior level meetings between staffs of the WTO, Fund and the Bank.

In addition, we are arranging to make a presentation to Ambassador
Rossier's group on the operating procedures that lead to the Bank's trade policy
recommendations and the role that trade policy plays in the Bank's overall set of
activities. At Ambassador Rossier's request, we will attempt to do this by mid-
May.

Thank you, once again, for devoting your personal attention to this matter.

Yours sincerely,

bcc: Michael L. Bruno, L. Alan Winters, John Croome



THE WORLD BANK/IFC/MIGA

OFFICE MEMORANDUM

DATE: April 27, 1995 .

TO: Mr. Gautam ji, EXC

FROM: Michael Bruno, DECVP

EXTENSION: 33774

SUBJECT: Reply to Mr. Sutherland

1. I attach a brief reply to Mr. Sutherland's letter suggesting prior
consultation between WTO and Bank staff before publishing research results.

2. Mr. Sutherland's letter was not commenting on the substance of
our statements on agriculture, so we have focused explicitly on the
consultation issue. We have had some difficulty engaging the Secretariat in
serious discussion about Bank-WTO relations, and we hope to use this
opportunity to address Mr. Sutherland to speed up progress.

3. Tomorrow is Mr. Sutherland's last day as Director-General, and it
would be very good if this letter could be sent by fax to him before he leaves.

Attachment

c.c. M. Ahmed, IECDR; L.A. Winters, IECIT

P-W i 1978 United Feature Syndicate, Inc.



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

Office of the President

April 28, 1995

Mr. Peter D. Sutherland
The Director-General
World Trade Organization
154 Rue de Lausanne
1211 Geneva 21, Switzerland

Dear Mr. Sutherland,

Thank you for your letter of April 21 addressed to Mr. Preston.

I agree with you that initial staff consultation is necessary, especially where issues
of policy are concerned. On the specific instance you quote, there was extensive--and in
our view, successful--consultation and collaboration. Bank and GATT staff discussed the
data, methodology and results of our research frequently, starting in July 1994. Several
GATT staff received copies of the papers on agriculture and several also attended the
conference in January where the results were discussed. Indeed, the Bank's research on
the Uruguay Round and the Developing Countries has benefited greatly from WTO input.
Unfortunately more consultation cannot guarantee balanced coverage in the press. In this
particular case we made a very positive statement about the new rules for agriculture, but
it did not receive the same press coverage as our analysis of the specific concessions
made.

Turning to the future, I propose that we move forward with the greatest possible
expedition to establish modalities for regular consultation and cooperation between our
respective staffs and organizations. From the staff consultations that have already taken
place, most recently during a visit to Geneva by my colleagues two weeks ago, I have
every expectation that these modalities can be finalized in an initial memorandum of
understanding before the end of the summer.

May I take this opportunity on behalf of Mr. Preston and the World Bank, to
express our appreciation for the invaluable contribution that you have made as the
Director General of the WTO and to wish you all the best in your future endeavours.

Yours;sincerely,

Gautam Kaj
Acting Preside t



WORLD TRADE ORGANIZATION

PETER D. iUT[I IERLAND
THE DIRECTOR-GENERAL

154, RUE DE LAUSANNE

1211 GENEVA 21, SWITZERLAND

TEL. (41-22) 739 51 00

FAX (41-22) 731 54 60 GENEVA, 21 April 1995

Dear Mr. eston,

Media coverage of recent World Bank studies on the results of the Uruguay Round on Agriculture
has prompted me to write to you on the co-operative arrangements which, I believe, it would be in
the interests of both our organizations to follow in the future.

As you are no doubt aware agriculture is a particularly sensitive issue and one that engages
a wide and diverse range of national interests. It is therefore particularly important that the new rules
under the Uruguay Round Agreement on Agriculture, as well as the specific concessions and
commitments that have been negotiated, should be assessed on a comprehensive and integrated basis
as befits the nature of the outcome itself.

My specific suggestion would be that, where studies or reports dealing directly with matters
within our respective operational competence are under preparation, there should be an opportunity
to comment on any factual, legal or technical aspects before the report or study in question is finalized.
This of course would have to be on the basis that it is fully recognized that both the content and the
conclusions of its own reports are essentially matters for each organization to decide.

With best personal regards,

Yours sincerely,

Peter D. Sutherland

Mr. Lewis T. Preston
President
World Bank
1818 H Street N.W.
Washington D.C. 20433

This is the original document afrandy
transmd by fax orn'?. 4. j s

for youl rrccrds



Mr. m Ahmed

Re attached

Masood,

Could you please prepare a

reply for Gautam's signature by

c.o.b. 4/27.

Thanks

Michael

4/25

*



WORLD BANK OFFICE TRACKING SYSTEM 95 APR 25 AM 10: 08
OFFICE OF THE PRESIDENT

Routing and Action Transmittal Sheet

TO: DATE:
Mr. Bruno (S-9035) 4/21/95

SUBJECT DOCUMENT:

From: Peter D. Sutherland, Director-General, WTO
To: ltp

Dated: 4/21/95 Reference No.: EXC950421002

Topic: World Trade Org. - re results of the Uruguay Round on Agriculture
suggesting that their org. & WB comment on rpts. before finaliz.

ACTION INSTRUCTIONS: DUE DATE:

HANDLE
REVIEW AND RECOMMEND
FOR YOUR INFORMATION
DISCUSS WITH
AS WE DISCUSSED

XXX PREPARE RESPONSE FOR _GK'S SIGNATURE 4/28/95
FOR YOUR FILES
RETURN TO
OTHER:

Remarks: Please prepare response for Mr. Kaji's signature as Acting Pres.
by DUE DATE. Thank you. (Chitra Wimalasiri)
cc: MDs and Mr. Choksi



WORLD TRADE ORGANIZATION

PVITER 1). SUTHERL.AND
THE OIACTO-GENEMMAL c

154. RUE Or LAUSANNG

1211 GENEVA 21. SWITZERLAND

TEL. (,4&I2) noS 51 00

FAX (41-22) 731 S& So GENEVA 21 April 1995

Dear MP on,

Media coverage of recent World Bank stdie on the resuls of the Uruguay Round on Agriculture
has prompted me to write to you on the co-operative arrangements which, I believe, it would be in
the interests of both our organizations to follow in the future.

As you are no doubt aware agriculture is a particularly sensitive issue and one that engages
a wide and diverse range of national interests. It is therefore particularly important that the new rules
under the Uruguay Round Agreement on Agriculture, as well as the specific concessions and
commitments that have been negotiated, should be assessed on a comprehensive and integrated basis
as befits the nature of the out.ome itself.

My specific suggestion would be that, where studies or reports dealing directly with matters
within our respective operational competence are under preparation, there should be an opportunity
to comment on any factual, legal or technical aspects before the report or study in question is finalized.
This of course would have to be on the basis that it is fully recognized that both the content and the
conclusions of its own reports are essentially matters for each organization to decide.

With best personal regards,

Yours sincerely,

Peter D. Sutherland

Mr. Lewis T. Preston
President
World Bank
1818 H Street N.W.
Washington D.C. 20433
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FROM: The Acting Secretary February 7, 1995

Guidelines for Staff Cooperation with the World Trade Organization

1. Attached as requested by the Executive Directors is a draft note which
provides guidelines for future interaction between the staffs of the Bank and
the World Trade Organization (WTO). The note has been discussed with staff
of the GATT, and their comments incorporated. It has also been discussed
with the staff of the Fund who have proposed similar guidelines to their
Board.

2. Comments on this note may be sent to Mr. Ahmed (X33800) or Mr. Winters
(X33845).

Distribution:

Executive Directors and Alternates
Office of the President
Senior Management, Bank, IFC and MIGA

This document has a restricted distribution and may be used by recipients only in the performance
of their official duties. Its contents may not otherwise be disclosed without World Bank authorization.



GUIDELINES FOR STAFF COOPERATION WITH THE WORLD

TRADE ORGANIZATION

1. The Agreement concluding the Uruguay Round called upon the

Director-General of the World Trade Organization (WTO) to consult with

the heads of the Fund and the Bank on enhanced inter-institutional

cooperation, especially with a view to achieving greater coherence in global

economic policymaking.1 This note proposes guidelines for Bank staff

involved in such cooperation between the Bank and the WTO. It builds

upon the existing close but informal cooperation between the staffs of the

Bank and the GATT, on existing arrangements for cooperation between the

Bank and the Fund, and on discussions between the three parties during the

Uruguay Round. * The Fund is developing similar guidelines for

collaboration with the WTO. While recognizing that the Bank and the

Fund have different roles vis-a-vis the WTO, it is desirable that Bank/WTO

and Fund/WTO arrangements maintain a degree of parallelism where they

might interact.

2. While we should not prejudge the evolution of the WTO, it seems

likely to be a stronger institution than the GATT, with a greater role in

policy formulation and monitoring. Moreover, in addition to their growing

role in the world economy, the developing countries will be more fully

1 "Declaration on the Contribution of the World Trade Organization (WTO) to Achieving
Greater Coherence in Global Economic Policymaking," appended to the Final Act of the Uruguay
Round.

* Appended to this note for Executive Directors, but not for circulation within the Bank, is a
paper by the GATT Secretariat for the Preparatory Committee of the WTO. It gives an account
of earlier talks and includes a preliminary discussion of cooperation by the Secretariat.
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engaged in the WTO than they were in the GATT, both in terms of their

substantive commitments and their expectations of benefits. These changes

suggest the need for more intensive cooperation and interaction between the

Bank and WTO than applied heretofore between the Bank and the GATT.

3. Cooperation between the two staffs may be considered in terms of

the following four broad areas:

i) Consistency of Bank conditionality and policy advice with

WTO agreements;

ii) Financial support to developing countries during the trading

shifts caused by WTO agreements;

iii) Research and information exchange;

iv) Consultation and representation.

Consistency

4. In respect of international trade, the basic objectives of the Bank and

of the WTO are entirely consistent, although the two institutions have

different mandates and different emphases in trade policy. The WTO's

emphasis is on the legal rights and obligations of countries--the rules of the
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trading system--while the Bank's focus is more directly on economic policy-

-i.e., encouraging good policies which do better than simply meeting

international agreements.

5. The WTO agreements are intricate and can easily be misunderstood.

Bank staff advising a country on trade reforms need to be well informed

about the international obligations of the country and about trade policies in

the main trade partners. They should ensure that the policy changes or

conditionalities that are agreed \with country authorities are not contrary to

the latter's WTO commitments.* In very rare instances, policy reforms may

entail country authorities making use of WTO provisions for seeking

waivers from or the renegotiation of prior commitments: for instance,

within the context of an overall trade liberalization, they may need to raise

bound tariffs on a few tariff-lines in order to reduce the dispersion of the

tariff structure or to allow the orderly removal of quantitative restrictions.

Bank staff should agree to or propose such steps only where there is no

economically sound alternative. In that circumstance they should advise the

national authorities to take the matter up with the WTO expeditiously and

require them to inform the Bank of the steps they take in that regard.

6. The consistency of Bank advice with WTO commitments will be

achieved by means of consultation within the Bank and between the Bank

* The consistency of Bank advice with the WTO is also raised in the Secretariat's paper; this
statement coupled with the procedures set out in footnote 2 below appear to address their
concerns.
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and the WTO staffs. The focal point for the Bank side of such

consultations will be the International Trade Division (IECIT) of the

International Economics Department, assisted as appropriate, by other

relevant Departments such as the Legal Department. 2 On occasion there

may also need to be direct discussions between Operations' task managers

and relevant WTO staff in the context of their operational work.

7. Trade policy is an important element of development policy, which

is the Bank's primary focus. In the construction of appropriate policy

packages, especially in the context of conditionality, the Bank's mandate

will frequently require it to encourage member country governments not

only to meet, but to improve upon, the minimum standards required by the

WTO.

8. Both the Bank and WTO will need to comment on their members'

trade policies. To reduce the possibility of mistaken perceptions of conflict

between them, it is important that both organizations make a clear

distinction between advice pertaining to the consistency of a trade policy

with a country's legal obligations under the WTO and that pertaining to the

economic advisability of a policy. Drawing this distinction and recognizing

the differing institutional emphases in the two dimensions will help to allay

2 Operational Directive OD 8.60 (December 1992) states that "Care should be taken to ensure
that conditionality on trade reform is consistent with any international agreements to which the
country concerned may be a party.5

"5. When a possible conflict is identified, the Chief, International Trade Division,
International Economics Department, and the Legal Department, International Law Adviser,
should be consulted."
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concerns of member governments about the compatibility of advice

received from the two institutions.

Financial Support

9. Bank staff recognize that, on occasion, financial support may be

required to facilitate adjustment following unilateral or multilateral trade

liberalization. The Bank's lending policies are flexible and responsive

enough to take these considerations into account--along with those

pertaining to the general policy stance and regulatory environment--without

the creation of new instruments.

Research and Information Exchange

10. The Bank has long been recognized as a leading center for research

and analysis in trade policy issues. The GATT's expertise, on the other

hand, has traditionally lain more in the legal implementation and

documentation of policies. Thus there is significant complementarity and

scope for cooperation between Bank and WTO staff in trade policy

research. This is already being actively exploited: for example, GATT staff

addressed a series of IECIT seminars for regional staff on the outcome of

the Uruguay Round in November 1994, and contributed extensively to

IECIT's conference on the Round in January 1995; IECIT staff have

addressed GATT training courses over several years. In future the Bank

and WTO staffs should, at an early stage, seek each others' views on their
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research papers and reports in which international trade or trade policy is a

major component. This will inform each staff of the other's activities,

identify issues of common interest and potentially increase the coherence

between their positions.

11. Arrangements for information and data exchange are also in effect at

present, but they have never been systematized. Bank staff will seek deeper

cooperation by regularizing, codifying and automating them. As at present,

the Bank expects to receive completed WTO secretariat documents and

formal submissions by governments to the various WTO bodies including

the General Council and its substantive sub-bodies as well as the Trade

Policy Review Body and the Dispute Settlement Body, while the WTO

should receive Bank documents and publications. IECIT and WTO staff

will cooperate to develop appropriate guidelines for managing the

exchanges of these documents. The Bank and WTO staff will work to offer

each other unrestricted access to certain databases--specifically the GATT's

Integrated Database and the Bank's macroeconomic and socioeconomic

database.

12. Both the Bank and the WTO will, of course, commit to respect the

confidentiality constraints implicit in transfers of unpublished information.
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Consultation and Representation

13. To date Bank/GATT interaction and consultation has been mainly at

the working level, supplemented by periodic contact between Heads of

Institutions. Staff links should be enhanced, and possibly supplemented by

staff exchanges, with a view to establishing effective networking and

interaction among the two staffs. Meetings will be held at least annually

between appropriate WTO, IMF and Bank managers/senior staff to examine

the coherence of policies, identify issues of common concern in the area of

trade policy and discuss the Institutions' (possibly different) approaches to

these issues.*

14. No major changes are envisaged in the formal arrangements for

representation. The Director-General of GATT has been regularly invited

to the Interim and Development Committees, and has made statements at

the Development Committee. GATT has now been re-admitted as an

observer to the Bank's Annual Meetings. The Bank enjoys observer status

and is allowed to make statements at most official GATT bodies. It will

seek to extend this to substantive WTO bodies, including the Ministerial

Council, the various Councils, and their Committees and Sub-Committees.

* These meetings would develop proposals from both sides concerning modes of cooperation,
including those in the Secretariat's paper appended herewith.
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THE WORLD BANKIFC/MIGA

OFFICE MEMORANDUM
DATE: March 21, 1995

TO: Mr. Gautam Kaji, EXC

FROM: Michael Bruno, DECVP L

EXTENSION: 33774

SUBJECT: Relations with the WTO

1. We have now received comments on our distribution to the Board from
Ms. Herfkens, Mr. Good, Mr. Evans and Mr. Noguds. We have replied individually
to them and are incorporating their comments into a revised version of the paper
where appropriate. Our intention is, after clearance from you, to circulate the revised
note to staff and also to the Board for information. In the cover note to the Board we
will observe that we are continuing discussions with the WTO and also with the
Fund; that the WTO's comments on this and the previous draft were only informal;
and that we will inform the Board of progress as appropriate. Mr. Evans requested
that the Board have a chance to discuss the matter at an appropriate time, and, indeed,
this is likely to be necessary since WTO observership at the Board is an issue. It
does not seem desirable, however, to say what "an appropriate time" will be at this
stage.

2. I met Mr. Seade, one of the Deputy Directors General of the WTO, for a
frank discussion on March 7. He suggested that the WTO should have the rights of
observership and address at every Bank Board meeting and that means should be
found whereby the WTO could comment on all the Bank's trade policy programs. I
advised him that while the Bank's management and Board would consider any
proposal which he made, the present one was extremely unlikely to find any favor.
In particular, I noted that it suggested more favorable treatment for the WTO than the
IMF currently receives.

3. Last week the WTO Contracting Parties met to discuss relations with
the Bank and received and endorsed a note from their Chairman--Ambassador
Kesavapany from Singapore--suggesting WTO Secretariat observership at the Board
"in meetings dealing with matters of direct concern to the WTO." This seems a more
sensible proposal and would pose no difficulties from a staff perspective. It would
probably entail attendance at no more than six Boards per year. Moreover, it is
broadly similar to what the Fund has proposed [will propose], so far as their main
Board is concerned. (They will also offer selective attendance at their CGATT--the
Committee which handles GATT matters.) Parallelism between the Fund and the
Bank seems desirable wherever appropriate.
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4. Kesavapany's note also suggests early consultation between the WTO
and the Bank on Bank programs "of relevance to WTO members." It would be quite
impossible for the WTO Secretariat to process all Bank and Fund documents, and so
unless we are to reject this proposal out of hand, we shall need to devise some means
of selectivity. By a large margin, the best approach would be an informal one,
whereby issues of principle are dealt with in an annual tripartite senior-level meeting
and specific country aspects dealt with ad hoc when Bank staff identify a major trade
component or a particularly difficult trade issue. It seems best for the first tripartite
meeting to work out how to operationalize this consultation process.

5. Messrs. Ahmed and Winters will visit Geneva on April 12 and will meet
(at his suggestion) Ambassador Kesavapany. I suggest that they indicate informally
that the staff would support proposals along the lines above and that there was a good
chance that the Board would concur. Do you agree?
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b.c.c. M. Ahmed, IECDR; L.A. Winters, IECIT
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OFFICE MEMORANDUM

DATE: March 21, 1995 CONFIDENTIAL

TO: Mr. Michael Bruno, DECVP

FROM: Masood Ahmed, IECDR DECLASSIFIED

EXTENSION: 33800 MAY 1 2017
WBG ARCHIVES

SUBJECT: Relations with the WTO

1. I attach a draft memo from yourself to Gautam on relations with
the WTO. It describes the history and next steps of the note that was circulated
to the Board. It also briefly describes our meeting with Seade and contrasts his
proposals with those which have emanated from the Contracting Parties. It
concludes by asking Gautam's agreement that Alan and I should indicate to
people at the WTO that observership at selected Board meetings coupled with
an agreement to develop modalities for selected consultation with the WTO on
Bank trade advice would be likely to be acceptable to Bank management,
although it would require consultation and approval by the Board..

2. The situation in Geneva is quite complex. The Secretariat and the
Contracting Parties appear to have rather different agendas and rather different
perceptions of their relations with the Bank and the Fund. The proposal that
Jesns Seade made at our March 7 meeting (right of observership at all Board
meetings with the WTO deciding which ones to attend), goes considerably
further than the paper that the Contracting Parties produced for internal review.
The Secretariat apparently believes that it is making very good progress with
the Fund over mutual observerships and consultation, while the Contracting
Parties are, by the account of the Fund and also of people in the US Treasury,
rather hostile. We have not yet met any representatives of the Contracting
Parties, but as the note to Gautam suggests, they appear to be proposing
something very similar to what we would think reasonable. On the other hand,
John Croome, who observes WTO affairs for us, has detected distinct hostility
towards the Bank on the part of Jesns Seade. Apparently Seade felt our
meeting on March 7 unproductive and prickly, and that we are unable or
unwilling to respond quickly or productively to their overtures. Alan and I
find this a somewhat odd characterization of our relations, for I believe that the
initiative for contact has generally come from our side of the water and that we
have been frustrated by the Secretariat's inability to make commitments or
even consider issues independently. On the other hand, the Fund does have
four people permanently based in Geneva which must provide for much
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greater day-to-day contact. And there is some reason to believe that Seade
would like to be posted to Washington as the WTO representative, which
would obviously be easier to justify if their presence were a routine feature at
all Board meetings.

3. All this suggests that our planned trip to Geneva on April 12 will
be a good occasion to try and understand better what the lay of the land is and
how we can move this issue further towards a satisfactory conclusion.

c.c. L.A. Winters, IECIT
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OFFICE MEMORANDUM
DATE: March 21, 1995 CONFIDENTIAL

TO: Mr. Michael Bruno, DECVP DECLASSIFIED

FROM: Masood Ahmed, IECDR MAY 17201?
EXTENSION: 33800 WBG ARCHIVES

SUBJECT: Relations with the WTO

1. I attach a draft memo from yourself to Gautam on relations with
the WTO. It describes the history and next steps of the note that was circulated
to the Board. It also briefly describes our meeting with Seade and contrasts his
proposals with those which have emanated from the Contracting Parties. It
concludes by asking Gautam's agreement that Alan and I should indicate to
people at the WTO that observership at selected Board meetings coupled with
an agreement to develop modalities for selected consultation with the WTO on
Bank trade advice would be likely to be acceptable to Bank management,
although it would require consultation and approval by the Board..

2. The situation in Geneva is quite complex. The Secretariat and the
Contracting Parties appear to have rather different agendas and rather different
perceptions of their relations with the Bank and the Fund. The proposal that
Jesds Seade made at our March 7 meeting (right of observership at all Board
meetings with the WTO deciding which ones to attend), goes considerably
further than the paper that the Contracting Parties produced for internal review.
The Secretariat apparently believes that it is making very good progress with
the Fund over mutual observerships and consultation, while the Contracting
Parties are, by the account of the Fund and also of people in the US Treasury,
rather hostile. We have not yet met any representatives of the Contracting
Parties, but as the note to Gautam suggests, they appear to be proposing
something very similar to what we would think reasonable. On the other hand,
John Croome, who observes WTO affairs for us, has detected distinct hostility
towards the Bank on the part of Jesns Seade. Apparently Seade felt our
meeting on March 7 unproductive and prickly, and that we are unable or
unwilling to respond quickly or productively to their overtures. Alan and I
find this a somewhat odd characterization of our relations, for I believe that the
initiative for contact has generally come from our side of the water and that we
have been frustrated by the Secretariat's inability to make commitments or
even consider issues independently. On the other hand, the Fund does have
four people permanently based in Geneva which must provide for much
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greater day-to-day contact. And there is some reason to believe that Seade
would like to be posted to Washington as the WTO representative, which
would obviously be easier to justify if their presence were a routine feature at
all Board meetings.

3. All this suggests that our planned trip to Geneva on April 12 will
be a good occasion to try and understand better what the lay of the land is and
how we can move this issue further towards a satisfactory conclusion.

c.c. L.A. Winters, IECIT
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TO: Mr. Gautam Kaji, EXC

FROM: Michael Bruno, DECVP

EXTENSION: 33774

SUBJECT: Relations with the WTO

1. We have now received comments on our distribution to the Board from

Ms. Herfkens, Mr. Good, Mr. Evans and Mr. Nogu6s. We have replied individually

to them and are incorporating their comments into a revised version of the paper

where appropriate. Our intention is, after clearance from you, to circulate the revised

note to staff and also to the Board for information. In the cover note to the Board we

will observe that we are continuing discussions with the WTO and also with the

Fund; that the WTO's comments on this and the previous draft were only informal;

and that we will inform the Board of progress as appropriate. Mr. Evans requested

that the Board have a chance to discuss the matter at an appropriate time, and, indeed,

this is likely to be necessary since WTO observership at the Board is an issue. It

does not seem desirable, however, to say what "an appropriate time" will be at this

stage.

2. I met Mr. Seade, one of the Deputy Directors General of the WTO, for a

frank discussion on March 7. He suggested that the WTO should have the rights of

observership and address at every Bank Board meeting and that means should be

found whereby the WTO could comment on all the Bank's trade policy programs. I

advised him that while the Bank's management and Board would consider any

proposal which he made, the present one was extremely unlikely to find any favor.

In particular, I noted that it suggested more favorable treatment for the WTO than the

IMF currently receives.
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3. Last week the WTO Contracting Parties met to discuss relations with

the Bank and received and endorsed a note from their Chairman--Ambassador

Kesavapany from Singapore--suggesting WTO Secretariat observership at the Board

"in meetings dealing with matters of direct concern to the WTO." This seems a more

sensible proposal and would pose no difficulties from a staff perspective. It would

probably entail attendance at no more than six Boards per year. Moreover, it is

broadly similar to what the Fund has proposed [will propose], so far as their main

Board is concerned. (They will also offer selective attendance at their CGATT--the

Committee which handles GATT matters.) Parallelism between the Fund and the

Bank seems desirable wherever appropriate.

4. Kesavapany's note also suggests early consultation between the WTO

and the Bank on Bank programs "of relevance to WTO members." It would be quite

impossible for the WTO Secretariat to process all Bank and Fund documents, and so

unless we are to reject this proposal out of hand, we shall need to devise some means

of selectivity. By a large margin, the best approach would be an informal one,

whereby issues of principle are dealt with in an annual tripartite senior-level meeting

and specific country aspects dealt with ad hoc when Bank staff identify a major trade

component or a particularly difficult trade issue. It seems best for the first tripartite

meeting to work out how to operationalize this consultation process.

5. Messrs. Ahmed and Winters will visit Geneva on April 12 and will meet

(at his suggestion) Ambassador Kesavapany. I suggest that they indicate informally

that the staff would support proposals along the lines above and that there was a good

chance that the Board would concur. Do you agree?

c:\audrey\mb-kaji2.doc\LAW:akw\ 7-Mar-95
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DATE: February 28, 1995 02:43pm EDT

TO: Michael Bruno ( MICHAEL BRUNO )

FROM: L. Alan Winters, IECIT ( L. ALAN WINTERS )

EXT.: 33845

SUBJECT: Meeting with Jesus Beads

Dear Michael,

Jesus Seade (Deputy Director General, WTO) is in town on
March 7 and 8 to address the IMF's seminar on trade policy. I
understand that he has some free time on the afternoon of the
7th, and Masood and I felt that it might be a good opportunity
for him to meet you. It will be useful to take stock of where
we stand on Bank-WTO relations and to smooth some possibly
ruffled feathers over previous consultations. In addition, we
are keen to get a clear understanding that we shall definitely
receive unfettered access to the Integrated Database of trade
and tariff data.

You may recall that Seade has been very sensitive about
the level at which he interacts with the Bank. This looks
like a relatively low cost means for him to have the contact
he desires with you, and may also give us an opportunity to
work out sensible modalities for future interactions between
Bank and WTO staff.

Alan

CC: Kate Oram ( KATE ORAM )
CC: Masood Ahmed - IECDR ( MASOOD AHMED



Briefing Notes for meeting between
Mr. Bruno and Mr. Seade

March 7, 1995

Relations between the Bank and WTO

Both IEC and the WTO Secretariat have prepared notes on the possible future

relationship between the Bank and WTO. Ours has been circulated to Board members

and has elicited few comments. The Secretariat's has been circulated to Contracting

Parties, but we do not know whether it has been discussed or commented upon. In

addition, the Fund staff have also prepared documents and discussed them with their

Board.

High on the WTO's agenda is coherence between various international

economic policies, which the WTO was expressly urged to take up with the Bank and

the Fund in the Marrakesh Agreement. To date there is no agreement about what

coherence means nor how to bring it about. Thus while we should not be dismissive of

the idea, it is important not to commit too much until the notion and modalities for

achieving it become clearer.

At a more mundane level the Bank and the WTO need to evolve means of

cooperation over trade policy. The most important policy dimension of this is to keep
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a clear distinction between what is required by Treaty obligations under the WTO and

what is desirable in the name of sensible economic policy. We should defer to the

WTO on the former but vigorously maintain our right to comment on the latter. While

we should make every effort to avoid recommending policies that that are contrary to

WTO commitments, we should be freely able to recommend those that go beyond what

is required by the WTO--for example, lowering tariffs below bound rates, abolishing

QRs, and foregoing the use of antidumping duties. We do not seek to constrain the

WTO from commenting on the advisability, as opposed to the legality, of countries'

trade policies, but we should be conscious that the nature of that organization is such

that it is difficult for them to press formally for progress inside the WTO-legal set. It is

also important that both the WTO and the Bank distinguish in their dealings with client

countries between when they are advising on WTO-consistency and when they are

advising on economic management. The complaint is apparently made to the WTO that

the Bank seeks to push acceding countries further towards liberalization than the GATT

accession negotiations apparently require; our position should be that this is perfectly

legitimate, t is merely one of correct labeling by the two organizations.

Until the end of 1994 the Bank and the Fund had observership on nearly every

substantive GATT body, while offering GATT observership only at the Annual

Meetings in return (and even this was suspended for a period). The WTO has not

2
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formally dealt with this issue yet and has made ad hoc arrangements for the Bank,

Fund, UN and UNCTAD observers which offer less complete coverage than previous

arrangements. Certain Contracting Parties are apparently keen to restrict observership

until the Bank and the Fund offer reciprocal arrangements. The Fund is about to offer

observership on their CGATT (a Committee of the Board which deals with matters on

which the GATT (WTO) and the Fund interact) and also observership by invitation at

the Board when trade policy figures significantly in the discussion. It is almost

inevitable that the Bank will have to follow suit, and I would suggest that once the Fund

has moved on this, we seek appropriate approval from our Board to offer observership

by invitation to meetings of the Board when trade policy is an important issue--for

example, discussion of Global Economic Prospects, and papers such as those on

Regional Trading Blocs and the Asian Miracle. At this stage, you might simply alert

Mr. Seade of our intentions.

We should seek initially to limit WTO observership to trade policy in the generic

sense, excluding country-specific discussions even when trade policy figures large in

the conditionality. The Secretariat may ask for the latter, for their paper has suggested

that they review Bank trade policy recommendations before they are formally agreed

with member countries. Purely for practical reasons--the Secretariat could not possibly

handle the volume of work that it would generate--we should resist this. We can handle

3
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matters of WTO-consistency as we do at present: it is the responsibility of department

directors to ensure that their recommendations are WTO-consistent (or to behave in a

particular fashion if they are not) and they may seek advice from the chief of IECIT and

informal consultation with Geneva.

While rejecting country-by-country consultation with the WTO on trade policy,

we should encourage the creation of a senior-level tripartite meeting (Bank-Fund-

WTO) to discuss issues of common interest in the area of trade policy. These would

supplement the continuing extensive informal contacts between the two staffs that exist

at present. The senior-level meetings could consider future modalities for cooperation

such as staff exchanges, cross-staffing of missions, joint research, etc. Despite

currently good informal links, IEC (and also Fund staff) have reservations about

entering formal commitments on these issues at present.

Seade and Sampson (Director of Development Policy, WTO) have expressed

great sensitivity about the level at which they are dealt with by the Bank, apparently

feeling that their counterparts are yourself and Masood, respectively. As a practical

matter this does not reflect the location of the Bank's work on Bank-WTO matters,

which is IECIT. This meeting will probably need to address the question of levels, and

we suggest the following: that the working-level contacts should be between Sampson

4
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and Winters, and that the formal relationship (including the tripartite meetings) should

be between Seade and Bruno, with the possibility of Ahmed substituting for Bruno on

occasion.

A possibly contentious issue is the Integrated Data Base. The Bank and the

GATT agreed that in return for the Bank developing software to make this data base

available on personal computers the Bank would received unfettered and unconditional

access to the data. The software is largely finished and test versions have been

delivered, but to our knowledge no steps have been taken to ensure the Bank's access.

Access to the data for the purpose of analyzing the Uruguay Round proceeded on the

basis that contributing countries made explicit one-off concessions that the Bank could

see their data for this purpose. Future use would require, at present, a further round of

such permissions. IEC is most anxious that the agreement be honored, and would be

inclined to be uncooperative about handing over the software if it is not satisfactorily

addressed.

One final sensitive issue may be the WTO's reaction to the cover memo on our

note to the Board. They felt that we had overstated the degree of consultation between

the Secretariat and Bank staff--in particular, that discussions on our paper had been

only informal whereas our note could be read to imply a more formal process. We are

5
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probably somewhat remiss on this, although there was a meeting of Messrs. Bruno,

Ahmed, Seade and Sampson in Madrid on the draft paper and we did incorporate more

detailed additional comments Mr. Sampson sent following the meeting. Nonetheless,

we have expressed regret and assured the Secretariat that the next issue of the note will

make clearer to the Board the nature of their input. We hope that the matter will not

come up at your meeting, but that is not certain.

L. Alan Winters

3/3/95

6
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DATE: February 28, 1995 02:43pm

TO: Michael Bruno ( MICHAEL BRUNO )

FROM: L. Alan Winters, IECIT ( L. ALAN WINTERS )

EXT.: 33845

SUBJECT: Meeting with Jesus Seade

Dear Michael,

Jesus Seade (Deputy Director General, WTO) is in town on
March 7 and 8 to address the IMF's seminar on trade policy. I
understand that he has some free time on the afternoon of the
7th, and Masood and I felt that it might be a good opportunity
for him to meet you. It will be useful to take stock of where
we stand on Bank-WTO relations and to smooth some possibly
ruffled feathers over previous consultations. In addition, we
are keen to get a clear understanding that we shall definitely
receive unfettered access to the Integrated Database of trade
and tariff data.

You may recall that Seade has been very sensitive about
the level at which he interacts with the Bank. This looks
like a relatively low cost means for him to have the contact
he desires with you, and may also give us an opportunity to
work out sensible modalities for future interactions between
Bank and WTO staff.

Alan

CC: Kate Oram ( KATE ORAM )
CC: Masood Ahmed - IECDR ( MASOOD AHMED )
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Date 2-27-95

Name Room No.

Mr. Michael Bruno (o/r)

URGENT Comment Per Your Request

Appropriate Disposition XX Information/Discard Returned

Approval/Clearance Note and Return See My E-Mail

File Per Our Conversation Signature/Initial

RE: WTO

REMARKS

Please see attachment.

From Masood Ahmed Room No. S-8055 Ext. 33800



The World Bank
Washington. D.C. 20433

U.S.A.

MASOOC' AHMED

Director
Internationai Economii Departmenr

February 24, 1995

Mr. Gary Sampson
Director
Development Division
World Trade Organization
Centre William Rappard
Rue de Lausanne 154
CH - 1211 Geneva 21
SWITZERLAND

Dear Gary,

Thank you for your letter of February 23. I am sorry that the wording of
our cover note has turned out to be a source of difficulty and I apologize for any
embarrassment this may cause you. We certainly did not intend to imply that the
Secretariat had formally reviewed, still less agreed, the document: rather we had
just hoped to convey the fact that there had been several interactions, including the
meeting in Madrid. on the substance of the note.

We have received a number of comments on the note from our Board and
are revising it. In circulating the revision to our Board in the coming fortnight, we
will explicitly clarify the nature of previous interaction with WTO staff and thus
seek to set the record straight.

Yours sincerely,

Masood Ahmed
Director

bcc: Messrs. Bruno, Winters
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ORGANMSATJON MONDIALE ORGANiZACI6N MUNDIAL
DU COMMERCE DEL COMERCIO

WORLD TRADE ORGANIZATION

Contra William Rappard Til6phone: (41 22) 73915111
Rue do Lausanna 154 Ligne diracta: (41 22) 739 51 47
Case postale Th61fax: (41 22) 731 42 06
CH - 1211 Gsnbve 21 Tilex: 412 324 OMC/WTO CH

TiI6gramme: OMC/WTO, GENCVE

tAirance: REU55s 23 February 1995

Dear Masood,

I have just received from Alan Winters the note you have circulated to your Board
on guidelines for future Interaction between the staffs of the Bank and WTO.

In the covering note it states that uthe note has been discussed with staff of the
.GATT, and their comments incorporated"I

I am most surprised to see that you have adopted this course of action In spite of
the fact that in sending comments, I made very clear that:

"I would like to underline the fact that these comments should not be
considered as any formal or informal proposal by the GATT Secretariat to draft terms
of reference for future relationship between the WTO and the World Bank, but only
as an informal reaction to your draft."

The approach you have adopted will create serious difficulties for us as a Secretariat
as this matter - Including the-desirability of having any-guidelkns-of-this nature - has not
yet been addressed by members of the WTO. Indeed, next week the Heads of Delegation
are meeting to address this matter for the first time.

May I therefore ask you to make a copy of this letter available to the Board when
it meets to consider this matter, and/or issue a clear notification to the same effect.

Yours sincerely,

Gary P. ampson
Director

Mr. Masood Ahmed Development Division
Director
International Economics Dept. (IEC)
The World Bank
181 H Street, N.W.
Washington, D.C. 20433



THE WORLD BANK/IFC/MIGA

OFFICE MEMORANDUM

DATE: March 1, 1995 ?

TO: Mr. Gautam Kaji, EXC

THROUGH: Mr. Lyn Squire, Acting DECVP

FROM: Masood Ahmed,

EXTENSION: 33800

SUBJECT: Guidelines for Staff Cooperation with the World Trade Organization

1. The Board has now had our staff note on "Cooperation with the
World Trade Organization" for two weeks. We have received comments from
Mr. Good and Mrs. Herfkens and have been told that Mr. Nogu6s and Mr. Evans
may be making comments shortly. Our intention is to wait until the end of this
week and then prepare a revised version of the note. The latter will be circulated
to staff, and will also be sent to the Board for information accompanied by a
summary of the comments and a note of how they have been included. In
addition, the note to the Board will say that the Secretariat of the WTO had asked
us to inform the Board that their comments on previous drafts of our paper were
only informal. They were concerned that our original cover note suggested too
great a degree of complicity in the circulated version.

2. In order to try to reinvigorate discussions between the Bank and
WTO, Mr. Winters (Chief, of the International Trade Division) and I intend to
visit Geneva within the next six weeks. Ambassador Kesavapany (Chairman of
the WTO Council) has expressed the desire to meet us to discuss relations and
we shall also, of course, seek to meet Messrs. Seade (Deputy Director General)
and Sampson of the Secretariat. In addition we hope to arrange a meeting
between Mr. Bruno and Mr. Seade when the latter visits Washington briefly next
week.

3. Mrs. Herfkens' comment requires a specific reply, a draft of which I
attach for your advice and approval. You will recall that our original thoughts on
the Geneva office were excised at the last moment at Mr. Stern's suggestion. I
would especially appreciate your specific guidance on the reply proposed.

Attachment

cc: Messrs. Bruno, Baird (DECVP); Winters (IECIT)



The World Bank Group

AwchivesRecord Removal Notice &nen

File Title 1 Barcode No.
World Trade Organization - Correspondence

1460001

Document Date Document Type

March 1, 1995 Memorandum w/attachment

Correspondents / Participants
To: Ms. Eveline Herfkens, EDS19
From: Lyn Squire, Acting DECVP

Subject / Title
Guidelines for Staff Cooperation with the World Trade Organization (WTO)

Exception(s)

Additional Comments
Declassification review of this record may be initiated upon request.

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by Date
Shiri Alon May 18, 2017

Archives 01 (March 2017)



The World Bank Group

Record Removal Notice Arshivae

File Title Barcode No.
World Trade Organization - Correspondence

1460001
Document Date Document Type

February 17, 1995 Memorandum

Correspondents / Participants
To: Timothy Thahane
From: Ms. Eveline Herfkens, EDS19

Subject / Title
Guidelines for Staff Cooperation with the World Trade Organization

Exception(s)

Additional Comments
Declassification review of this record may be initiated upon request.

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by Date
Shiri Alon May 18, 2017

Archives 01 (March 2017)



02/03/1995 10:43 7395778 GATT
PAGE 01

ORGANISATION MONDIALE ORGANUZAC16N MUNDAL
DU COMMERCE DEL COMERC1o

WORLD TRADE ORGANIZATION

Centre Wiiam Roppard Telephone: (41 22)739 61 11
Rua de Lausanne 164 Telefoax: (41 22) 731 42 06
Case postal. Telex: 412 324 OMC/WTO CH
CH - 1211 GerAvo 21 Telegram: OMCIWTO, GENCVE

O(rect line: (41 22) 739 55 00
Direct fax. (41 221 739 67 78

TELEFAX
Total number of pages: 11 1 Date: 2/3/95
(including this preface)

To: FAX No. 100-1-202) 4770549
Ms. Kate Orem
Assistant to Mr. Michael Bruno
Office the Vice President and Chief Economist
World Bank

From:
Irma Ferrer, Administrative Assistant to
Jesi.s Seade
Deputy Director-General
WTO

Thank you for your fax of 28 February.

Mr. Seada will be happy to meet with Mr. Bruno as proposed, at 2.30 p.m. on Tuesday,
March 7. Mr. Bruno's office? Please confirm.

-3 ISOYours sincerely,

Irma Ferrer
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Washiniton next week. A aood time for Mr. Brno would be 2:30 p.m. on Tuesday,
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TO: Assistant to Mr. J. Seade

FAX: (41-22) 739 5761

FROM: Kate Oram, Assistant to Mr. Michael Bruno

SUBJECT: Mr. Seade's Visit to Washington

MESSAGE:

Mr. Bruno, who is currently on mission, has asked me if I could contact you to
find out whether Mr. Seade would have time to meet with him when he comes to
Washington next week. A good time for Mr. Bruno would be 2:30 p.m. on Tuesday,
March 7. I'd be grateful if you could let me know if this is agreeable to Mr. Seade.

With kind regards,

Sincerely,

Kate Oram
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Briefing Notes for meeting between
Mr. Bruno and Mr. Seade

March 7,1995 --

Relations between the Bank and WTO

Both IEC and the WTO Secretariat have prepared notes on the possible future

relationship between the Bank and WTO. Ours has been circulated to Board members

and has elicited few comments. The Secretariat's has been circulated to Contracting

Parties, but we do not know whether it has been discussed or commented upon. In

addition, the Fund staff have also prepared documents and discussed them with their

Board.

High on the WTO's agenda is coherence between various international

economic policies, which the WTO was expressly urged to take up with the Bank and

the Fund in the Marrakesh Agreement. To date there is no agreement about what

coherence means nor how to bring it about. Thus while we should not be dismissive of

the idea, it is important not to commit too much until the notion and modalities for

achieving it become clearer.

At a more mundane level the Bank and the WTO need to evolve means of

cooperation over trade policy. The most important policy dimension of this is to keep
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a clear distinction between what is required by Treaty obligations under the WTO and

what is desirable in the name of sensible economic policy. We should defer to the

WTO on the former but vigorously maintain our right to comment on the latter. While

we should make every effort to avoid recommending policies that that are contrary to

WTO commitments, we should be freely able to recommend those that go beyond what

is required by the WTO--for example, lowering tariffs below bound rates, abolishing

QRs, and foregoing the use of antidumping duties. We do not seek to constrain the

WTO from commenting on the advisability, as opposed to the legality, of countries'

trade policies, but we should be conscious that the nature of that organization is such

that it is difficult for them to press formally for progress inside the WTO-legal set. It is

also important that both the WTO and the Bank distinguish in their dealings with client

countries between when they are advising on WTO-consistency and when they are

advising on economic management. The complaint is apparently made to the WTO that

the Bank seeks to push acceding countries further towards liberalization than the GATT

accession negotiations apparently require; our position should be that this is perfectly

legitimate, it is merely one of correct labeling by the two organizations.

Until the end of 1994 the Bank and the Fund had observership on nearly every

substantive GATT body, while offering GATT observership only at the Annual

Meetings in return (and even this was suspended for a period). The WTO has not

2



-3-

formally dealt with this issue yet and has made ad hoc arrangements for the Bank,

Fund, UN and UNCTAD observers which offer less complete coverage than previous

arrangements. Certain Contracting Parties are apparently keen to restrict observership

until the Bank and the Fund offer reciprocal arrangements. The Fund is about to offer

observership on their CGATT (a Committee of the Board which deals with matters on

which the GATT (WTO) and the Fund interact) and also observership by invitation at

the Board when trade policy figures significantly in the discussion. It is almost

inevitable that the Bank will have to follow suit, and I would suggest that once the Fund

has moved on this, we seek appropriate approval from our Board to offer observership

by invitation to meetings of the Board when trade policy is an important issue--for

example, discussion of Global Economic Prospects, and papers such as those on

Regional Trading Blocs and the Asian Miracle. At this stage, you might simply alert

Mr. Seade of our intentions.

We should seek initially to limit WTO observership to trade policy in the generic

sense, excluding country-specific discussions even when trade policy figures large in

the conditionality. The Secretariat may ask for the latter, for their paper has suggested

that they review Bank trade policy recommendations before they are formally agreed

with member countries. Purely for practical reasons--the Secretariat could not possibly

handle the volume of work that it would generate--we should resist this. We can handle

3
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matters of WTO-consistency as we do at present: it is the responsibility of department

directors to ensure that their recommendations are WTO-consistent (or to behave in a

particular fashion if they are not) and they may seek advice from the chief of IECIT and

informal consultation with Geneva.

While rejecting country-by-country consultation with the WTO on trade policy,

we should encourage the creation of a senior-level tripartite meeting (Bank-Fund-

WTO) to discuss issues of common interest in the area of trade policy. These would

supplement the continuing extensive informal contacts between the two staffs that exist

at present. The senior-level meetings could consider future modalities for cooperation

such as staff exchanges, cross-staffing of missions, joint research, etc. Despite

currently good informal links, IEC (and also Fund staff) have reservations about

entering formal commitments on these issues at present.

Seade and Sampson (Director of Development Policy, WTO) have expressed

great sensitivity about the level at which they are dealt with by the Bank, apparently

feeling that their counterparts are yourself and Masood, respectively. As a practical

matter this does not reflect the location of the Bank's work on Bank-WTO matters,

which is IECIT. This meeting will probably need to address the question of levels, and

we suggest the following: that the working-level contacts should be between Sampson

4
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and Winters, and that the formal relationship (including the tripartite meetings) should

be between Seade and Bruno, with the possibility of Ahmed substituting for Bruno on

occasion.

A possibly contentious issue is the Integrated Data Base. The Bank and the

GATT agreed that in return for the Bank developing software to make this data base

available on personal computers the Bank would received unfettered and unconditional

access to the data. The software is largely finished and test versions have been

delivered, but to our knowledge no steps have been taken to ensure the Bank's access.

Access to the data for the purpose of analyzing the Uruguay Round proceeded on the

basis that contributing countries made explicit one-off concessions that the Bank could

see their data for this purpose. Future use would require, at present, a further round of

such permissions. IEC is most anxious that the agreement be honored, and would be

inclined to be uncooperative about handing over the software if it is not satisfactorily

addressed.

One final sensitive issue may be the WTO's reaction to the cover memo on our

note to the Board. They felt that we had overstated the degree of consultation between

the Secretariat and Bank staff--in particular, that discussions on our paper had been

only informal whereas our note could be read to imply a more formal process. We are

5
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probably somewhat remiss on this, although there was a meeting of Messrs. Bruno,

Ahmed, Seade and Sampson in Madrid on the draft paper and we did incorporate more

detailed additional comments Mr. Sampson sent following the meeting. Nonetheless,

we have expressed regret and assured the Secretariat that the next issue of the note will

make clearer to the Board the nature of their input. We hope that the matter will not

come up at your meeting, but that is not certain.

L. Alan Winters

3/3/95

6
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DATE: 17-Feb-1995 04:18pm

TO: Lyn Squire ( LYN SQUIRE )

FROM: Masood Ahmed - IECDR, IECDR ( MASOOD AHMED )

EXT.: 33800

SUBJECT: RE: Guidelines for WTO

Lyn,

Yes, fine; I'll keep you posted.

Masood

CC: Michael Bruno ( MICHAEL BRUNO )
CC: Mark Baird ( MARK BAIRD )



A L L - I N - 1 N 0 T E

DATE: 17-Feb-1995 02:45pm

TO: Michael Bruno ( MICHAEL BRUNO )

FROM: Lyn Squire, PRDDR ( LYN SQUIRE )

EXT.: 36099

SUBJECT: RE: Guidelines for WTO

Masood:

Can I leave this with you? Thanks.

Lyn

CC: Masood Ahmed - IECDR ( MASOOD AHMED
CC: Mark Baird ( MARK BAIRD )
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DATE: 17-Feb-1995 03:48pm

TO: Michael Bruno ( MICHAEL BRUNO )

FROM: Masood Ahmed - IECDR, IECDR ( MASOOD AHMED )

EXT.: 33800

SUBJECT: RE: Guidelines for WTO

Kate,

On Mr. Good's comments you have my response following up on
the conversation with Gautam.

On this, you might fax to Michael for information and let
him know we are drafting a response. But there's no urgency on
this and it might be better to send him the comment with the
draft response together next week.

Masood

CC: Lyn Squire ( LYN SQUIRE )
CC: Mark Baird ( MARK BAIRD )
CC: L. Alan Winters (L. ALAN WINTERS)
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DATE: 17-Feb-1995 10:51am

TO: Gautam S. Kaji ( GAUTAM KAJI

FROM: Masood Ahmed - IECDR, IECDR ( MASOOD AHMED )

EXT.: 33800

SUBJECT: Mr. Good's Comments on WTO Note

Gautam,

After our conversation I spoke with Mr. Good. He's happy with
the approach we propose to take--i.e., Board documents will say
so if there is an issue with the WTO but we will not have a
proforma reference just because trade is part of the package.

Masood

CC: Michael Bruno (o/r) ( MICHAEL BRUNO )
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THE WORLD BANK GROUP

ROUTING SLIP DATE: February 17, 1995

NAME ROOM. NO.
Mr. Micheal Bruno (o/r) S 9031

cc: Messrs. Baird, Squire, Winters

URGENT PER YOUR REQUEST

FOR COMMENT PER OUR CONVERSATION

FOR ACTION NOTE AND FILE

FOR APPROVAL/CLEARANCE FOR INFORMATION

FOR SIGNATURE PREPARE REPLY

NOTE AND CIRCULATE NOTE AND RETURN

RE: Attached

REMARKS:

I spoke with Gautam. We agreed that the final version of the guidelines would be
amended to say that Board would be informed (in CAS, adjustment loan as appropriate) if
there was a significant issue with the WTO, either in terms of special need for
coordination or potential/actual disagreement. However, we would stress that this should
not become a proforma reference just because trade was covered by the operation. I
subsequently conveyed this to Mr. Good who was satisfied with this approach.

FROM ROOM NO. EXTENSION
Masood Ahmed S 8055 33800
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FROM: The Acting Secretary February 7, 1995

Guidelines for Staff Cooperation with the World Trade Organization

1. Attached as requested by the Executive Directors is a draft note which
provides guidelines for future interaction between the staffs of the Bank and
the World Trade Organization (WTO). The note has been discussed with staff
of the GATT, and their comments incorporated. It has also been discussed
with the staff of the Fund who have proposed similar guidelines to their
Board.

2. Comments on this note may be sent to Mr. Ahmed (X33800) or Mr. Winters
(X33845).

Distribution:

Executive Directors and Alternates
Office of the President
Senior Management, Bank, IFC and MIGA

This document has a restricted distribution and may be used by recipients only in the performance
of their official duties. Its contents may not otherwise be disclosed without World Bank authorization.



GUIDELINES FOR STAFF COOPERATION WITH THE WORLD

TRADE ORGANIZATION

1. The Agreement concluding the Uruguay Round called upon the

Director-General of the World Trade Organization (WTO) to consult with

the heads of the Fund and the Bank on enhanced inter-institutional

cooperation, especially with a view to achieving greater coherence in global

economic policymaking.1 This note proposes guidelines for Bank staff

involved in such cooperation between the Bank and the WTO. It builds

upon the existing close but informal cooperation between the staffs of the

Bank and the GATT, on existing arrangements for cooperation between the

Bank and the Fund, and on discussions between the three parties during the

Uruguay Round. * The Fund is developing similar guidelines for

collaboration with the WTO. While recognizing that the Bank and the

Fund have different roles vis-a-vis the WTO, it is desirable that Bank/WTO

and Fund/WTO arrangements maintain a degree of parallelism where they

might interact.

2. While we should not prejudge the evolution of the WTO, it seems

likely to be a stronger institution than the GATT, with a greater role in

policy formulation and monitoring. Moreover, in addition to their growing

role in the world economy, the developing countries will be more fully

1 "Declaration on the Contribution of the World Trade Organization (WTO) to Achieving
Greater Coherence in Global Economic Policymaking," appended to the Final Act of the Uruguay
Round.

* Appended to this note for Executive Directors, but not for circulation within the Bank, is a
paper by the GATT Secretariat for the Preparatory Committee of the WTO. It gives an account
of earlier talks and includes a preliminary discussion of cooperation by the Secretariat.
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engaged in the WTO than they were in the GATT, both in terms of their

substantive commitments and their expectations of benefits. These changes

suggest the need for more intensive cooperation and interaction between the

Bank and WTO than applied heretofore between the Bank and the GATT.

3. Cooperation between the two staffs may be considered in terms of

the following four broad areas:

i) Consistency of Bank conditionality and policy advice with

WTO agreements;

ii) Financial support to developing countries during the trading

shifts caused by WTO agreements;

iii) Research and information exchange;

iv) Consultation and representation.

Consistency

4. In respect of international trade, the basic objectives of the Bank and

of the WTO are entirely consistent, although the two institutions have

different mandates and different emphases in trade policy. The WTO's

emphasis is on the legal rights and obligations of countries--the rules of the
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trading system--while the Bank's focus is more directly on economic policy-

-i.e., encouraging good policies which do better than simply meeting

international agreements.

5. The WTO agreements are intricate and can easily be misunderstood.

Bank staff advising a country on trade reforms need to be well informed

about the international obligations of the country and about trade policies in

the main trade partners. They should ensure that the policy changes or

conditionalities that are agreed with country authorities are not contrary to

the latter's WTO commitments.* In very rare instances, policy reforms may

entail country authorities making use of WTO provisions for seeking

waivers from or the renegotiation of prior commitments: for instance,

within the context of an overall trade liberalization, they may need to raise

bound tariffs on a few tariff-lines in order to reduce the dispersion of the

tariff structure or to allow the orderly removal of quantitative restrictions.

Bank staff should agree to or propose such steps only where there is no

economically sound alternative. In that circumstance they should advise the

national authorities to take the matter up with the WTO expeditiously and

require them to inform the Bank of the steps they take in that regard.

6. The consistency of Bank advice with WTO commitments will be

achieved by means of consultation within the Bank and between the Bank

* The consistency of Bank advice with the WTO is also raised in the Secretariat's paper; this
statement coupled with the procedures set out in footnote 2 below appear to address their
concerns.
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and the WTO staffs. The focal point for the Bank side of such

consultations will be the International Trade Division (IECIT) of the

International Economics Department, assisted as appropriate, by other

relevant Departments such as the Legal Department. 2 On occasion there

may also need to be direct discussions between Operations' task managers

and relevant WTO staff in the context of their operational work.

7. Trade policy is an important element of development policy, which

is the Bank's primary focus. In the construction of appropriate policy

packages, especially in the context of conditionality, the Bank's mandate

will frequently require it to encourage member country governments not

only to meet, but to improve upon, the minimum standards required by the

WTO.

8. Both the Bank and WTO will need to comment on their members'

trade policies. To reduce the possibility of mistaken perceptions of conflict

between them, it is important that both organizations make a clear

distinction between advice pertaining to the consistency of a trade policy

with a country's legal obligations under the WTO and that pertaining to the

economic advisability of a policy. Drawing this distinction and recognizing

the differing institutional emphases in the two dimensions will help to allay

2 Operational Directive OD 8.60 (December 1992) states that "Care should be taken to ensure
that conditionality on trade reform is consistent with any international agreements to which the
country concerned may be a party.5

"5. When a possible conflict is identified, the Chief, International Trade Division,
International Economics Department, and the Legal Department, International Law Adviser,

should be consulted."
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concerns of member governments about the compatibility of advice

received from the two institutions.

Financial Support

9. Bank staff recognize that, on occasion, financial support may be

required to facilitate adjustment following unilateral or multilateral trade

liberalization. The Bank's lending policies are flexible and responsive

enough to take these considerations into account--along with those

pertaining to the general policy stance and regulatory environment--without

the creation of new instruments.

Research and Information Exchange

10. The Bank has long been recognized as a leading center for research

and analysis in trade policy issues. The GATT's expertise, on the other

hand, has traditionally lain more in the legal implementation and

documentation of policies. Thus there is significant complementarity and

scope for cooperation between Bank and WTO staff in trade policy

research. This is already being actively exploited: for example, GATT staff

addressed a series of IECIT seminars for regional staff on the outcome of

the Uruguay Round in November 1994, and contributed extensively to

IECIT's conference on the Round in January 1995; IECIT staff have

addressed GATT training courses over several years. In future the Bank

and WTO staffs should, at an early stage, seek each others' views on their
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research papers and reports in which international trade or trade policy is a

major component. This will inform each staff of the other's activities,

identify issues of common interest and potentially increase the coherence

between their positions.

11. Arrangements for information and data exchange are also in effect at

present, but they have never been systematized. Bank staff will seek deeper

cooperation by regularizing, codifying and automating them. As at present,

the Bank expects to receive completed WTO secretariat documents and

formal submissions by governments to the various WTO bodies including

the General Council and its substantive sub-bodies as well as the Trade

Policy Review Body and the Dispute Settlement Body, while the WTO

should receive Bank documents and publications. IECIT and WTO staff

will cooperate to develop appropriate guidelines for managing the

exchanges of these documents. The Bank and WTO staff will work to offer

each other unrestricted access to certain databases--specifically the GATT's

Integrated Database and the Bank's macroeconomic and socioeconomic

database.

12. Both the Bank and the WTO will, of course, commit to respect the

confidentiality constraints implicit in transfers of unpublished information.
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Consultation and Representation

13. To date Bank/GATT interaction and consultation has been mainly at

the working level, supplemented by periodic contact between Heads of

Institutions. Staff links should be enhanced, and possibly supplemented by

staff exchanges, with a view to establishing effective networking and

interaction among the two staffs. Meetings will be held at least annually

between appropriate WTO, vIF and Bank managers/senior staff to examine

the coherence of policies, identify issues of common concern in the area of

trade policy and discuss the Institutions' (possibly different) approaches to

these issues.*

14. No major changes are envisaged in the formal arrangements for

representation. The Director-General of GATT has been regularly invited

to the Interim and Development Committees, and has made statements at

the Development Committee. GATT has now been re-admitted as an

observer to the Bank's Annual Meetings. The Bank enjoys observer status

and is allowed to make statements at most official GATT bodies. It will

seek to extend this to substantive WTO bodies, including the Ministerial

Council, the various Councils, and their Committees and Sub-Committees.

* These meetings would develop proposals from both sides concerning modes of cooperation,
including those in the Secretariat's paper appended herewith.
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GAUTAM S. KAV9
Managing Director January 18, 1995

Mr. ,aay ox
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SENEGAL: Country Assistance Strategv

The Senegal CAS is a clear, candid statement of a pertinent country assistance
strategy. In finalizing the CAS, please incorporate the principal suggestions made
in our recent discussion.

The encouraging progress in the implementation of difficult structural reforms, and
the reasons behind these recent developments should be considered in tandem
with Senegal's prior hesitant implementation record. This will give a more
balanced account of the short-term risks and put into perspective IDA's efforts in
the pursuit of the structural reform agenda in Senegal.

While the emphasis on the immediate reform challenges is understandable, the
revised CAS should underscore Senegal's longer-term development agenda and
include poverty reduction as an explicit government and Bank Group assistance
strategy objective. The principle of selectivity should also be highlighted by
explaining more clearly the role of other donors in the policy dialogue.

The composition of lending and ESW program is appropriate. However, as we
agreed, the base case annual lending volume should not exceed the approved LAR
amount of USD 195 million for FY96-98. Given Senegal's fragmented
implementation record, and the continuing fragility of the reform process, you
should be ready to move to the core lending program if macroeconomic
management deteriorates or the structural performance stalls again.

The triggers for the high case scenario should be spelled out clearly, with
acceleration of the reform effort, improved composition of public spending and
clear evidence of higher and sustained levels of private sector investments being
the key triggers.

cc: Messrs./Mme. Bruno, Burki, Cheetham, Choksi, Fukui, lida, Koch-Weser,
Lindbaek, Linn, Raghavan, Rischard, Serageldin, Shihata,
Thalwitz, Wood, Sarbib,
Sandstrom, Stern, Kalantzopoulos
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TO: Mr. G am Kaji, EXC

FROM: Michael Bruno, DECVP

EXTENSION: 33774

SUBJECT: Relations Between the Bank and the World Trade Organization (WTO)

1. Following the request from the Board's Steering Committee we have
prepared the attached note setting out our current thinking about the relationship
between the Bank and the WTO. It comprises a draft internal document for Bank
staff to guide their work and a note prepared by the GATT Secretariat for the
Preparatory Committee of the WTO which the Board asked explicitly to see. The
latter raises some issues of possible friction between the Bank and WTO, but since
it has not yet been properly discussed by the GATT/WTO it does not represent their
considered position. Accordingly we have not emphasized its presence in the

package.

2. The covering note seeks verbal or written comments from members of
the Board, but it is possible that they will request a seminar/discussion. If they do
not, we would propose to circulate our note internally and communicate it informally
to the WTO. It could provide the basis for negotiating a more formal relationship

' 'with the WTO in future, but under the present transitional circumstances it is
unlikely that the Secretariat will be able to be very definite about the WTO's
position. For this reason it seems best not to present our proposals to them in a
fashion which appears to require a response.

3. The present draft has been agreed by the Legal and Secretary's
Departments. In addition, most of the present draft was discussed with senior
GATT staff--Messrs. Seade (Deputy Director General) and Sampson (Director)--in
Madrid. It appears to be broadly acceptable to them, their comments having been
incorporated. It was also discussed with Fund staff and modified in the light of their
comments. They have prepared a roughly parallel document pertaining to Fund-
WTO relations, which has now been circulated to Fund directors.

4. We would use the opportunity of sending a copy to the WTO to urge
upon them the importance of the Bank obtaining observer status at the Dispute
Settlement Body and of their offering, as previously agreed, unfettered access to
their database of trade and tariff data. We have not yet received any encouraging
signals on either of these important issues.
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5. I would appreciate your comments and agreement to our proceeding as
suggested above.

Attachments

c.c. M. Ahmed (IECDR), L.A. Winters (IECIT)



Draft Note from Secretary to Executive Directors

Attached for review by the Executive Directors is a draft note which provides
guidelines for future interaction between the staffs of the Bank and the World Trade
Organization (WTO). The note has been discussed with staff of the GATT, and their
comments incorporated. It has also been discussed with the staff of the Fund who have
proposed substantively similar guidelines to their Board for their future interaction.
Following the incorporation of any comments by the Executive Directors, this note would
be circulated to the staff and transmitted informally to the Director General of the WTO.

Executive Directors are asked to send their comments to Mr. Masood Ahmed (ext.
33800) or Mr. L. Alan Winters (ext. 33845) by the close of business on January 13, 1994.



GUIDELINES FOR STAFF COOPERATION WITH THE WORLD

TRADE ORGANIZATION

1. The Agreement concluding the Uruguay Round called upon the

Director-General of the World Trade Organization (WTO) to consult with

the heads of the Fund and the Bank on enhanced inter-institutional

cooperation, especially with a view to achieving greater coherence in global

economic policymaking. 1 This note proposes guidelines for Bank staff

involved in such cooperation between the Bank and the WTO. It builds

upon the existing close but informal cooperation between the staffs of the

Bank and the GATT, on existing arrangements for cooperation between the

Bank and the Fund, and on discussions between the three parties during the

Uruguay Round. * The Fund is developing similar guidelines for

collaboration with the WTO. While recognizing that the Bank and the

Fund have different roles vis-a-vis the WTO, it is desirable that Bank/WTO

and Fund/WTO arrangements maintain a degree of parallelism where they

might interact.

2. While we should not prejudge the evolution of the WTO, it seems

likely to be a stronger institution than the GATT, with a greater role in

policy formulation and monitoring. Moreover, in addition to their growing

role in the world economy, the developing countries will be more fully

I "Declaration on the Contribution of the World Trade Organization (WTO) to Achieving
Greater Coherence in Global Economic Policymaking," appended to the Final Act of the Uruguay
Round.

* Appended to this note for Executive Directors, but not for circulation within the Bank, is a
paper by the GATT Secretariat for the Preparatory Committee of the WTO. It gives an account
of earlier talks and includes a preliminary discussion of cooperation by the Secretariat.
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engaged in the WTO than they were in the GATT, both in terms of their

substantive commitments and their expectations of benefits. These changes

suggest the need for more intensive cooperation and interaction between the

Bank and WTO than applied heretofore between the Bank and the GATT.

3. Cooperation between the two staffs may be considered in terms of

the following four broad areas:

i) Consistency of Bank conditionality and policy advice with

WTO agreements;

ii) Financial support to developing countries during the trading

shifts caused by WTO agreements;

iii) Research and information exchange;

iv) Consultation and representation.

Consistency

4. In respect of international trade, the basic objectives of the Bank and

of the WTO are entirely consistent, although the two institutions have

different mandates and different emphases in trade policy. The WTO's

emphasis is on the legal rights and obligations of countries--the rules of the
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trading system--while the Bank's focus is more directly on economic policy-

-i.e., encouraging good policies which do better than simply meeting

international agreements.

5. The WTO agreements are intricate and can easily be misunderstood.

Bank staff advising a country on trade reforms need to be well informed

about the international obligations of the country and about trade policies in

the main trade partners. They should ensure that the policy changes or

conditionalities that are agreed with country authorities are not contrary to

the latter's WTO commitments.* In very rare instances, policy reforms may

entail country authorities making use of WTO provisions for seeking

waivers from or the renegotiation of prior commitments: for instance,

within the context of an overall trade liberalization, they may need to raise

bound tariffs on a few tariff-lines in order to reduce the dispersion of the

tariff structure or to allow the orderly removal of quantitative restrictions.

Bank staff should agree to or propose such steps only where there is no

economically sound alternative. In that circumstance they should advise the

national authorities to take the matter up with the WTO expeditiously and

require them to inform the Bank of the steps they take in that regard.

6. The consistency of Bank advice with WTO commitments will be

achieved by means of consultation within the Bank and between the Bank

* The consistency of Bank advice with the WTO is also raised in the Secretariat's paper; this
statement coupled with the procedures set out in footnote 2 below appear to address their
concerns.
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and the WTO staffs. The focal point for the Bank side of such

consultations will be the International Trade Division (IECIT) of the

International Economics Department, assisted as appropriate, by other

relevant Departments such as the Legal Department. 2 On occasion there

may also need to be direct discussions between Operations' task managers

and relevant WTO staff in the context of their operational work.

7. Trade policy is an important element of development policy, which

is the Bank's primary focus. In the construction of appropriate policy

packages, especially in the context of conditionality, the Bank's mandate

will frequently require it to encourage member country governments not

only to meet, but to improve upon, the minimum standards required by the

WTO.

8. Both the Bank and WTO will need to comment on their members'

trade policies. To reduce the possibility of mistaken perceptions of conflict

between them, it is important that both organizations make a clear

distinction between advice pertaining to the consistency of a trade policy

with a country's legal obligations under the WTO and that pertaining to the

economic advisability of a policy. Drawing this distinction and recognizing

2 Operational Directive OD 8.60 (December 1992) states that "Care should be taken to ensure
that conditionality on trade reform is consistent with any international agreements to which the
country concerned may be a party.5

"5. When a possible conflict is identified, the Chief, International Trade Division,
International Economics Department, and the Legal Department, International Law Adviser,
should be consulted."
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the differing institutional emphases in the two dimensions will help to e

Qle4o member governments e rejection of cross-conditionality.

Financial Support

9. Bank staff recognize that, on occasion, financial support may be

required to facilitate adjustment following unilateral or multilateral trade

liberalization. The Bank's lending policies are flexible and responsive

enough to take these considerations into account--along with those

pertaining to the general policy stance and regulatory environment--without

the creation of new instruments.

Research and Information Exchange

10. The Bank has long been recognized as a leading center for research

and analysis in trade policy issues. The GATT's expertise, on the other

hand, has traditionally lain more in the legal implementation and

documentation of policies. Thus there is significant complementarity and

scope for cooperation between Bank and WTO staff in trade policy

research. This is already being actively exploited: for example, GATT staff

addressed a series of IECIT seminars for regional staff on the outcome of

the Uruguay Round in November 1994, and will contribute extensively to

IECIT's conference on the Round in January 1995; IECIT staff have

addressed GATT training courses over several years. In future the Bank

and WTO staffs should, at an early stage, seek each others' views on their
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research papers and reports in which international trade or trade policy is a

major component. This will inform each staff of the other's activities,

identify issues of common interest and potentially increase the coherence

between their positions.

11. Arrangements for information and data exchange are also in effect at

present, but they have never been systematized. Bank staff will seek deeper

cooperation by regularizing, codifying and automating them. As at present,

the Bank expects to receive all completed WTO secretariat documents and

formal submissions by governments to the various WTO bodies including

the General Council and its substantive sub-bodies as well as the Trade

Policy Review Body and the Dispute Settlement Body, while the WTO

should receive Bank documents and publications. IECIT and WTO staff

will cooperate to develop appropriate guidelines for managing the

exchanges of these documents. The Bank and WTO staff will work to offer

each other unrestricted access to certain databases--specifically the GATT's

Integrated Database and the Bank's macroeconomic and socioeconomic

database.

12. Both the Bank and the WTO will, of course, commit to respect the

confidentiality constraints implicit in transfers of unpublished information.
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Consultation and Representation

13. To date Bank/GATT interaction and consultation has been mainly at

the working level, supplemented by periodic contact between Heads of

Institutions. Staff links should be enhanced, and possibly supplemented by

staff exchanges, with a view to establishing effective networking and

interaction among the two stafs Meetings will be held at least annually

between appropriate WTO/and Bank managers/senior staff to examine the

coherence of policies, identify issues of common concern in the area of

trade policy and discuss the Institutions' (possibly different) approaches to

these issues.* It-is-anticipated-that-the-Trnrd-would-join--some--of -these

meetings-as-part-of-its--eooperaion-arrangements-with-the-WO,

14. No major changes are envisaged in the formal arrangements for

representation. The Director-General of GATT has been regularly invited

to the Interim and Development Committees, and has made statements at

the Development Committee. GATT has now been re-admitted as an

observer to the Bank's Annual Meetings. The Bank enjoys observer status

and is allowed to make statements at most official GATT bodies. It will

seek to extend this to substantive WTO bodies, including the Ministerial

Council, the various Councils, and their Committees and Sub-Committees.

The Bank --staff- -places --considerable store -on-- observing-- the Disputes

* These meetings would develop proposals from both sides concerning modes of cooperation,
including those in the Secretariat's paper appended herewith.



Se~ttement-Body,~ecause fthiis~ffie riniiipnal-location -at -which--the

interretation of the WTO agreement is subjected to analysis-and decision.

15. As the WTO develops its own work program and procedures it may

be appropriate fdr it to seek representation on certain Bank bodies, The

Bank should review suchgequests as appropn te.,

16. Undertaking the close interaction and cooperation between the Bank

and the WTO that is envisaged by the Uruguay Round, must not be allowed

to become bureaucratic and labor intensive. [jevertheless, it will -enfiI

some internal redirection of resources within the.Bank For the moment,

there does not appear to be -the need- re-establish a Bank presence in

Genev, ut thiswill- bere-examined in a year when the working modalities

of Wei _TO will have become clearer.

[c:\m-Awnto2.docr-3 -93)



Appendix

A Note by the GATT Secretariat

WTO COOPERATION WITH THE IMF AND THE WORLD BANK AND
GREATER COHERENCE IN GLOBAL ECONOMIC POLICY-MAKING

This restricted preliminary paper by the GATT Secretariat was presented to the

Preparatory Committee of the WTO during November and is likely to be dicssed.-arly in

1995. It is circulated to Executive Directors at their request, but on nvate basis,



A L L - I N - 1 N O T E

DATE: 10-Jan-1995 08:14pm

TO: Michael Bruno ( MICHAEL BRUNO )

FROM: Masood Ahmed, IECDR ( MASOOD AHMED )

EXT.: 33800

SUBJECT: Ernie's comments on the WTO note

Michael,
I'm at a bit of a loss as to how best to respond to Ernie's
comments on the version of the note we sent up. I read his
reservations to be a reflection of a desire for a less intensive
involvemnet of Bank staff in both trade policy and wto relations.
However, I also think it might be a bit premature to declare
victory on trade liberalization (esp inAfrica but also in ECA)
and there is a whole set of second generation trade policy issues
on which research and country policy advice are both needed and
wanted. As to the extent of our interactoin with the WTO, in
practice one would have to make sure that this didn't get out of
hand or too bureaucratic,(and the note says so), but I think it
is important for Bank staff to have the right of access to the
relavant WTO documents and fora. Incidentally, the Fund are
asking for the same so it's also not clear to me why we would
want to give up parallelism at this point.

The comment about selectivity is worrying. The fact is that the
WTO will not take over trade policy issues for the developing
countries in the way the BAnk has covered them. It is designed to
be an institution with a very different mandate - to help its
contracting parties reach multilateral agreements on trade and to
monitor how those agreements are being implemented and to provide
a forum and mechanism for resolving disputes assoicated with the
application or infringement of those agreements. This is quite
different from what the BAnk is trying to do. So either I'm
missing the point about the comment or there is something behind
that I am not awareof .

Before we try to redraft the note, I would appreciate a quick
conversation on it with you. I'll put it on the agenda for our
lXi tomorrow.

Masood

CC: L. Alan Winters ( L. ALAN WINTERS )
CC: Mark Baird ( MARK BAIRD )



The World Bank/IFC/MIGA
O F F I C E M E M O R A N D U M

DATE: January 10, 1995 12:26pm

TO: GAUTAM KAJI ( GAUTAM KAJI @Al@WBHQB

FROM: Ernest Stern, EXC ( ERNEST STERN@A1@WBWASH )

EXT.: 82004

SUBJECT: WTO NOte

I hope we can discuss this draft note at our meeting. I do not
think that in its present form it is suitable for sending to the
Executive Directors.

There are several problems with the draft, the foremost one being
that it sounds a great deal like an employment generation program
for economists. The concept of selectivity, which is supposed to
guide our consideration of new activities, is not reflected in
the proposed approach. Specifically:

While it is indubitably true that trade policy is an important
component of development policy it does not follow, from that the
Bank should be deeply involved in trade policy detail. Our
concern is that there be no QRs; that the tariff structure is
reasonably simply and harmonized; that the tariff levels are no
excessive and that there is consistency between the levels of
protection at different processing stages. In quite a number of
countries these objectives have been part of our conditionality
for adjustment lending and have been achieved. There is therefore
no generic need (para 8) for the Bank to comment regularly on the
trade policy of its borrowing members. Comments on others are
likely also to be of a general nature. And the reference to cross
conditionality in the same paragraph gives quite the wrong
impression.

Although one is always in favor of exchange of information
para 11 describes this as an undiluted good, without limit. One
wonders why we need all these documents, including all formal
governmental submissions. The volume must be large. What do we
do with them? Why can we not rely on the WTO staff for country
assessments if and when we need those?

The objective of the exercise is to assure coordinated approaches
to common topics between the Fund, the Bank and the WTO. But
para 13 goes well beyond that and falls short. I cannot conceive
of an annual senior level meeting held bilaterally. To say that
the Fund will join some of these meetings is both inadequate and
unsatisfactory. There may of course be other technical meetings
in which more limited participation would be warranted. If the
proposal for largely bilateral meetings is due to some hesitation
on the Fund's part we had better take it up with the MD before



this paper goes to the Board.
On the other hand, I believe the proposals for staff exchanges
( while pristine in their generic goodness) imply a level of
general work on trade which is not likely to be warranted.

Para 14 similarly posits an uncontrolled involvement. It is not
obvious why Bank staff must be present at "the various Councils,
and their Committees and Sub-Committees." If one faced a serious
budget constraint one might take into account that attending
meetings is not the most efficient way of understanding either
patterns or policy formulation. Moreover, I should have thought
that all the documents we asked to receive regularly would be a
reasonable substitute for some attendance. This applies
particularly to the suggestions re the Disputes Settlement Body.
While we may be concerned with the results of their deliberations
( and even that will not be true for many of the issues) we can
hardly believe that the only way we learn about the decisions,
or the staff's analysis,is by attending meetings.

What para 15 has in mind is obscure. Which Bank bodies is the WTO
to be represented on? One can hardly send a sentence like this
forward without knowing what it might mean.

There is no need for an interfnal redirection of Bank resources
(para 16) if that means resources outside of DEC. IN any event,
that is not something that we need to discuss with the Board.
Whatever needs to be done will be done within existing budget
envelops. And neither is it necessary to raise the prospect of a
Geneva Office. We just closed one and the difference between the
GATT and the WTO are not such that it would warrant
reconsideration of an office now. Nor need we make a public
pledge to do so in a year. But I am glad to see that DEC has the
resources for it even in its proposed FY 96 budget.

CC: Sven Sandstrom ( SVEN SANDSTROM@Al@WBWASH
CC: MICHAEL BRUNO ( MICHAEL BRUNO @A1@WBHQB )



THE WORLD BANK/IFC/MIGA

OFFICE MEMORANDUM
DATE: January 3, 1995

TO: Mr. Gautam Kaji, EXC

FROM: Michael Bruno, DECVP

EXTENSION: 33774

SUBJECT: Relations Between the Bank and the World Trade Organization (WTO)

1. Following the request from the Board's Steering Committee we have
prepared the attached note setting out our current thinking about the relationship
between the Bank and the WTO. It comprises a draft internal document for Bank
staff to guide their work and a note prepared by the GATT Secretariat for the
Preparatory Committee of the WTO which the Board asked explicitly to see. The
latter raises some issues of possible friction between the Bank and WTO, but since
it has not yet been properly discussed by the GATT/WTO it does not represent their
considered position. Accordingly we have not emphasized its presence in the
package.

2. The covering note seeks verbal or written comments from members of
the Board, but it is possible that they will request a seminar/discussion. If they do
not, we would propose to circulate our note internally and communicate it informally
to the WTO. It could provide the basis for negotiating a more formal relationship
with the WTO in future, but under the present transitional circumstances it is
unlikely that the Secretariat will be able to be very definite about the WTO's
position. For this reason it seems best not to present our proposals to them in a
fashion which appears to require a response.

3. The present draft has been agreed by the Legal and Secretary's
Departments. In addition, most of the present draft was discussed with senior
GATT staff--Messrs. Seade (Deputy Director General) and Sampson (Director)--in
Madrid. It appears to be broadly acceptable to them, their comments having been
incorporated. It was also discussed with Fund staff and modified in the light of their
comments. They have prepared a roughly parallel document pertaining to Fund-
WTO relations, which has now been circulated to Fund directors.

4. We would use the opportunity of sending a copy to the WTO to urge
upon them the importance of the Bank obtaining observer status at the Dispute
Settlement Body and of their offering, as previously agreed, unfettered access to
their database of trade and tariff data. We have not yet received any encouraging
signals on either of these important issues.



Mr. Gautam Kaji -2- January 3, 1995

5. I would appreciate your comments and agreement to our proceeding as
suggested above.

Attachments

c.c. M. Ahmed (IECDR), L.A. Winters (IECIT)



Draft Note from Secretary to Executive Directors

Attached for review by the Executive Directors is a draft note which provides
guidelines for future interaction between the staffs of the Bank and the World Trade
Organization (WTO). The note has been discussed with staff of the GATT, and their
comments incorporated. It has also been discussed with the staff of the Fund who have
proposed substantively similar guidelines to their Board for their future interaction.
Following the incorporation of any comments by the Executive Directors, this note would
be circulated to the staff and transmitted informally to the Director General of the WTO.

Executive Directors are asked to send their comments to Mr. Masood Ahmed (ext.
33800) or Mr. L. Alan Winters (ext. 33845) by the close of business on January 13, 1994.



GUIDELINES FOR STAFF COOPERATION WITH THE WORLD

TRADE ORGANIZATION

1. The Agreement concluding the Uruguay Round called upon the

Director-General of the World Trade Organization (WTO) to consult with

the heads of the Fund and the Bank on enhanced inter-institutional

cooperation, especially with a view to achieving greater coherence in global

economic policymaking.1  This note proposes guidelines for Bank staff

involved in such cooperation between the Bank and the WTO. It builds

upon the existing close but informal cooperation between the staffs of the

Bank and the GATT, on existing arrangements for cooperation between the

Bank and the Fund, and on discussions between the three parties during the

Uruguay Round. * The Fund is developing similar guidelines for

collaboration with the WTO. While recognizing that the Bank and the

Fund have different roles vis-a-vis the WTO, it is desirable that Bank/WTO

and Fund/WTO arrangements maintain a degree of parallelism where they

might interact.

2. While we should not prejudge the evolution of the WTO, it seems

likely to be a stronger institution than the GATT, with a greater role in

policy formulation and monitoring. Moreover, in addition to their growing

role in the world economy, the developing countries will be more fully

I "Declaration on the Contribution of the World Trade Organization (WTO) to Achieving
Greater Coherence in Global Economic Policymaking," appended to the Final Act of the Uruguay
Round.

* Appended to this note for Executive Directors, but not for circulation within the Bank, is a
paper by the GATT Secretariat for the Preparatory Committee of the WTO. It gives an account
of earlier talks and includes a preliminary discussion of cooperation by the Secretariat.
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engaged in the WTO than they were in the GATT, both in terms of their

substantive commitments and their expectations of benefits. These changes

suggest the need for more intensive cooperation and interaction between the

Bank and WTO than applied heretofore between the Bank and the GATT.

3. Cooperation between the two staffs may be considered in terms of

the following four broad areas:

i) Consistency of Bank conditionality and policy advice with

WTO agreements;

ii) Financial support to developing countries during the trading

shifts caused by WTO agreements;

iii) Research and information exchange;

iv) Consultation and representation.

Consistency

4. In respect of international trade, the basic objectives of the Bank and

of the WTO are entirely consistent, although the two institutions have

different mandates and different emphases in trade policy. The WTO's

emphasis is on the legal rights and obligations of countries--the rules of the
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trading system--while the Bank's focus is more directly on economic policy-

-i.e., encouraging good policies which do better than simply meeting

international agreements.

5. The WTO agreements are intricate and can easily be misunderstood.

Bank staff advising a country on trade reforms need to be well informed

about the international obligations of the country and about trade policies in

the main trade partners. They should ensure that the policy changes or

conditionalities that are agreed with country authorities are not contrary to

the latter's WTO commitments. * In very rare instances, policy reforms may

entail country authorities making use of WTO provisions for seeking

waivers from or the renegotiation of prior commitments: for instance,

within the context of an overall trade liberalization, they may need to raise

bound tariffs on a few tariff-lines in order to reduce the dispersion of the

tariff structure or to allow the orderly removal of quantitative restrictions.

Bank staff should agree to or propose such steps only where there is no

economically sound alternative. In that circumstance they should advise the

national authorities to take the matter up with the WTO expeditiously and

require them to inform the Bank of the steps they take in that regard.

6. The consistency of Bank advice with WTO commitments will be

achieved by means of consultation within the Bank and between the Bank

* The consistency of Bank advice with the WTO is also raised in the Secretariat's paper; this
statement coupled with the procedures set out in footnote 2 below appear to address their
concerns.
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and the WTO staffs. The focal point for the Bank side of such

consultations will be the International Trade Division (IECIT) of the

International Economics Department, assisted as appropriate, by other

relevant Departments such as the Legal Department. 2 On occasion there

may also need to be direct discussions between Operations' task managers

and relevant WTO staff in the context of their operational work.

7. Trade policy is an important element of development policy, which

is the Bank's primary focus. In the construction of appropriate policy

packages, especially in the context of conditionality, the Bank's mandate

will frequently require it to encourage member country governments not

only to meet, but to improve upon, the minimum standards required by the

WTO.

8. Both the Bank and WTO will need to comment on their members'

trade policies. To reduce the possibility of mistaken perceptions of conflict

between them, it is important that both organizations make a clear

distinction between advice pertaining to the consistency of a trade policy

with a country's legal obligations under the WTO and that pertaining to the

economic advisability of a policy. Drawing this distinction and recognizing

2 Operational Directive OD 8.60 (December 1992) states that "Care should be taken to ensure
that conditionality on trade reform is consistent with any international agreements to which the
country concerned may be a party.5

"5. When a possible conflict is identified, the Chief, International Trade Division,
International Economics Department, and the Legal Department, International Law Adviser,
should be consulted."
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the differing institutional emphases in the two dimensions will help to make

clear to member governments the rejection of cross-conditionality.

Financial Support

9. Bank staff recognize that, on occasion, financial support may be

required to facilitate adjustment following unilateral or multilateral trade

liberalization. The Bank's lending policies are flexible and responsive

enough to take these considerations into account--along with those

pertaining to the general policy stance and regulatory environment--without

the creation of new instruments.

Research and Information Exchange

10. The Bank has long been recognized as a leading center for research

and analysis in trade policy issues. The GATT's expertise, on the other

hand, has traditionally lain more in the legal implementation and

documentation of policies. Thus there is significant complementarity and

scope for cooperation between Bank and WTO staff in trade policy

research. This is already being actively exploited: for example, GATT staff

addressed a series of IECIT seminars for regional staff on the outcome of

the Uruguay Round in November 1994, and will contribute extensively to

IECIT's conference on the Round in January 1995; IECIT staff have

addressed GATT training courses over several years. In future the Bank

and WTO staffs should, at an early stage, seek each others' views on their
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research papers and reports in which international trade or trade policy is a

major component. This will inform each staff of the other's activities,

identify issues of common interest and potentially increase the coherence

between their positions.

11. Arrangements for information and data exchange are also in effect at

present, but they have never been systematized. Bank staff will seek deeper

cooperation by regularizing, codifying and automating them. As at present,

the Bank expects to receive all completed WTO secretariat documents and

formal submissions by governments to the various WTO bodies including

the General Council and its substantive sub-bodies as well as the Trade

Policy Review Body and the Dispute Settlement Body, while the WTO

should receive Bank documents and publications. IECIT and WTO staff

will cooperate to develop appropriate guidelines for managing the

exchanges of these documents. The Bank and WTO staff will work to offer

each other unrestricted access to certain databases--specifically the GATT's

Integrated Database and the Bank's macroeconomic and socioeconomic

database.

12. Both the Bank and the WTO will, of course, commit to respect the

confidentiality constraints implicit in transfers of unpublished information.
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Consultation and Representation

13. To date Bank/GATT interaction and consultation has been mainly at

the working level, supplemented by periodic contact between Heads of

Institutions. Staff links should be enhanced, and possibly supplemented by

staff exchanges, with a view to establishing effective networking and

interaction among the two staffs. Meetings will be held at least annually

between appropriate WTO and Bank managers/senior staff to examine the

coherence of policies, identify issues of common concern in the area of

trade policy and discuss the Institutions' (possibly different) approaches to

these issues.* It is anticipated that the Fund would join some of these

meetings as part of its cooperation arrangements with the WTO.

14. No major changes are envisaged in the formal arrangements for

representation. The Director-General of GATT has been regularly invited

to the Interim and Development Committees, and has made statements at

the Development Committee. GATT has now been re-admitted as an

observer to the Bank's Annual Meetings. The Bank enjoys observer status

and is allowed to make statements at most official GATT bodies. It will

seek to extend this to substantive WTO bodies, including the Ministerial

Council, the various Councils, and their Committees and Sub-Committees.

The Bank staff places considerable store on observing the Disputes

* These meetings would develop proposals from both sides concerning modes of cooperation,
including those in the Secretariat's paper appended herewith.
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Settlement Body, because this is the principal location at which the

interpretation of the WTO agreement is subjected to analysis and decision.

15. As the WTO develops its own work program and procedures it may

be appropriate for it to seek representation on certain Bank bodies. The

Bank should review such requests as appropriate.

16. Undertaking the close interaction and cooperation between the Bank

and the WTO that is envisaged by the Uruguay Round, must not be allowed

to become bureaucratic and labor intensive. Nevertheless, it will entail

some internal redirection of resources within the Bank. For the moment,

there does not appear to be the need to re-establish a Bank presence in

Geneva but this will be re-examined in a year when the working modalities

of the new WTO will have become clearer.

[c:\s*,k%.t.2.docu-34m-51
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The World Bank/IFC/MIGA
O F F I C E M E M O R A N D U M

DATE: January 10, 1995 12:26pm EDT

TO: GAUTAM KAJI ( GAUTAM KAJI @Al@WBHQB

FROM: Ernest Stern, EXC ( ERNEST STERN@Al@WBWASH )

EXT.: 82004

SUBJECT: WTO NOte

I hope we can discuss this draft note at our meeting. I do not
think that in its present form it is suitable for sending to the
Executive Directors.

There are several problems with the draft, the foremost one being
that it sounds a great deal like an employment generation program
for economists. The concept of selectivity, which is supposed to
guide our consideration of new activities, is not reflected in
the proposed approach. Specifically:

While it is indubitably true that trade policy is an important
component of development policy it does not follow, from that the
Bank should be deeply involved in trade policy detail. Our
concern is that there be no QRs; that the tariff structure is
reasonably simply and harmonized; that the tariff levels are no
excessive and that there is consistency between the levels of
protection at different processing stages. In quite a number of
countries these objectives have been part of our conditionality
for adjustment lending and have been achieved. There is therefore
no generic need (para 8) for the Bank to comment regularly on the
trade policy of its borrowing members. Comments on others are
likely also to be of a general nature. And the reference to cross
conditionality in the same paragraph gives quite the wrong
impression.

Although one is always in favor of exchange of information
para 11 describes this as an undiluted good, without limit. One
wonders why we need all these documents, including all formal
governmental submissions. The volume must be large. What do we
do with them? Why can we not rely on the WTO staff for country
assessments if and when we need those?

The objective of the exercise is to assure coordinated approaches
to common topics between the Fund, the Bank and the WTO. But
para 13 goes well beyond that and falls short. I cannot conceive
of an annual senior level meeting held bilaterally. To say that
the Fund will join some of these meetings is both inadequate and
unsatisfactory. There may of course be other technical meetings
in which more limited participation would be warranted. If the
proposal for largely bilateral meetings is due to some hesitation
on the Fund's part we had better take it up with the MD before



this paper goes to the Board.
On the other hand, I believe the proposals for staff exchanges
( while pristine in their generic goodness) imply a level of
general work on trade which is not likely to be warranted.

Para 14 similarly posits an uncontrolled involvement. It is not
obvious why Bank staff must be present at "the various Councils,
and their Committees and Sub-Committees." If one faced a serious
budget constraint one might take into account that attending
meetings is not the most efficient way of understanding either
patterns or policy formulation. Moreover, I should have thought
that all the documents we asked to receive regularly would be a
reasonable substitute for some attendance. This applies
particularly to the suggestions re the Disputes Settlement Body.
While we may be concerned with the results of their deliberations
( and even that will not be true for many of the issues) we can
hardly believe that the only way we learn about the decisions,
or the staff's analysis,is by attending meetings.

What para 15 has in mind is obscure. Which Bank bodies is the WTO
to be represented on? One can hardly send a sentence like this
forward without knowing what it might mean.

There is no need for an interfnal redirection of Bank resources
(para 16) if that means resources outside of DEC. IN any event,
that is not something that we need to discuss with the Board.
Whatever needs to be done will be done within existing budget
envelops. And neither is it necessary to raise the prospect of a
Geneva Office. We just closed one and the difference between the
GATT and the WTO are not such that it would warrant
reconsideration of an office now. Nor need we make a public
pledge to do so in a year. But I am glad to see that DEC has the
resources for it even in its proposed FY 96 budget.

CC: Sven Sandstrom ( SVEN SANDSTROM@Al@WBWASH )
CC: MICHAEL BRUNO ( MICHAEL BRUNO @Al@WBHQB )



A L L -I N - 1 N O T E

DATE: 10-Jan-1995 12:46pm

TO: See Distribution Below

FROM: Michael Bruno, DECVP ( MICHAEL BRUNO )

EXT.: 33774

SUBJECT: Attached

Please see attached from Ernie. Michael.

DISTRIBUTION:
TO: Masood Ahmed ( MASOOD AHMED
TO: Mark Baird ( MARK BAIRD )
TO: L. Alan Winters ( L. ALAN WINTERS)



The World Bank
Washington, D.C. 20433

U.S.A.

ERNEST STERN -1 3
Managing Director

January 11 I
Mr. Bruno

Michael -

Senegal

Thanks for your note.

There is no disagreement with the general proposition that we have, and can, ask
countries to go beyond their GATT obligations in eliminating QRs and/or reducing
and harmonizing the tariff structure. These steps toward more liberal trade
presumably can be welcomed by all.

The scope for action on bound tariffs is more constrained, both in the GATT/WTO
context and in regional trading arrangements. Our experience with the latter
indicates that we can ask for changes, and they can be achieved, but it takes time.
The reason is the obvious one that the trade partners have to be consulted and
persuaded. It would not be appropriate for us to insist on the unilateral abrogation
or amendment of regional or other agreements. The same may apply to the
GATT/WTO bound tariffs. Your draft note on the WTO recognizes the need for
consultation with others if, for instance, we ask to have a bound tariff raised.

Asking countries to move to a more liberal and simplified trade regime, in line with
the practices governing much of international trade, also can be distinguished from
asking a country to forego anti-dumping legislation when major trading nations
avail themselves of such measures. Of course, anti-dumping measures can be
subject to abuse but in that such measures are not unique. A case by case review,
taking into account the country's actual practice, seems appropriate.

In the case of Senegal, there are few items at issue and few producers of the two
main products. I do not believe that any anti-dumping action, or its retention
beyond a reasonable period, will be hard to discern.

I see no reason to believe that our judgement on these matters is going to be either
more difficult to make or more subjective than others we must make regularly.
And any problems with the WTO conceptually will be no different than they would
be at the outset.



Of course, different circumstances may well call for different approaches in future
operations. But in this case, I believe we have a workable arrangement.

cc: Mr. Shihata



The World Bank
Washington, D.C. 20433

U.S.A.

MICHAEL BRUNO
Vice President Development Economics
and Chief Economist

January 9, 1995

Mr. Ernest Stern

Antidumping in Senegal

Ernie,

I have now reviewed the minutes of the Loan Committee discussion on
December 21 and would like to register two concerns on the addendum:

(1) It is important that this guidance not be interpreted as implying
that the Bank cannot ask countries to forego policies permitted
under the GATI/WTO. The Bank regularly does this - for
example, removing QRs, reducing bound and unbound tariffs -
and the same principle should apply to the way in which we treat
antidumping. In other words, it is entirely appropriate for the
Bank to push for measures which, while not violating the country's
obligations under GATT, go beyond those obligations.

(2) In the specific case of Senegal, as we have pointed out, the
conditions likely to lead to an abuse of antidumping appear to be
present and I am concerned that the proposed ex post review of
antidumping actions will be seen as highly subjective and therefore
difficult to implement. Moreover, any actions that we take under
such a review may also cause problems with the WTO over
jurisdiction. I therefore continue to have a strong preference for
the simpler, and more transparent, alternative of the ex ante tariff
cap.

Michael Bruno

cc: Messrs. Kaji, Shihata



iplomats at the Gen-
eral Agreement on

EU Tariffs and Trade in
Geneva had an extra
reason to celebrate

the arrival of the new year.
After a hectic scramble, they suc-

ceeded just before Christmas in
bolting into place arrangements for
the launch on January 1 of the new
World Trade Organisation and thet h
Uruguay Round agreement,
intended to usher in a bigger and
better global trade system.

Now they and the more than 120 Guy de Jonqu
governments they represent must
show they are able to make the new successor the
machinery work.

Rarely has the birth of an interna-
tional institution been preceded by is likely to 1
higher expectations. The WTO has
been widely hailed as the centre-
piece of a stronger and more cohe- For 4everal years to come, its
sive framework for accelerating the operations will be dominated by
liberalisation of economies world- decisions taken in the Uruguay
wide and promoting more effective Round. For instance, an agreement
policy co-ordination between them. to create rules to protect intellec-

Some observers, however, fear the tual property rights has to be trans-
optimism may be overdone - and lated effectively into national law.
could even prove self-defeating. Landmark accords to reduce or dis-

"The new system has built up mantle trade barriers in agriculture
expectations which may be unreal- and textiles must be carefully moni-
istic," says Professor John Whalley, tored to ensure they are being put
a trade policy expert at Warwick into effect.
University. "There is a danger that In some areas, complex further
if they are not fulfilled, some of negotiations will be required if
Gatt's achievements will be objectives set in the round are to be
eroded." achieved. The most important is

Even the WTO's most enthusias- services, where Gatt members have
tic supporters admit the enterprise agreed a broad framework for liber-
involves a big leap of faith. Unlike alisation, but have yet to decide
the International Monetary Fund or exactly how to fill it.
the World Bank, the organisation Efforts to liberalise financial ser-
will have no resources of its own vices, in particular, may pose an
other than its operating budget. "Its early test of the WTO's role as a
role will depend entirely on its cred- bargaining arena. Though multilat-
ibility," says a senior trade official eral negotiations started in the mid-
in Geneva. die of last year, they have yet to get

The WTO is equipped with a under way in earnest - and partici-
broader remit and stronger proce- pants have set a July 1 deadline for
dures than Gatt. It is also designed agreement.
to ensure fuller participation: while Close observers are cautious
countries, particularly developing about the prospects, which may
ones, could choose not to observe hinge on US success in persuading
some Gatt obligations, they must Japan and other Asian countries to
subscribe to all the WTO's -much open up their markets. Says one: "I
wider range of agreements and dis- don't see much sign of movement so
ciplines. far. The main priority may be to

However, the WTO, like Gatt, has avert complete breakdown."
no powers to force through deci- The talks may also test the feasi-
sions, which will mostly be reached bility of another WTO ambition, to
by consensus. Ultimately, its effec- end omnibus trade rounds by devel-
tiveness will depend on how readily oping into a permanent negotiating
members co-operate in advancing forum. Though negotiators dread
liberalisation by making reciprocal the thought of another lengthy
concessions based on a calculation ordeal like the Uruguay Round,
of self-interest. some question whether it will be

Steering their deliberations will possible in the WTO to generate the
be made no easier by deadlock over complex linkages and sense of
a leader for the WTO, which has led urgency needed to achieve substan-
to Mr Peter Sutherland, Gatt's out- tial breakthroughs.
going director general, being asked Much the most pressing challenge
to stay on until MarCh. Few observ- confronting the organisation, how-
ers think this arrangement can run ever, is to bed in new procedures for
beyond then without weakening the settling international trade dis-
WTO's impact. putes. "Ensuring the procedures

Mr Sutherland has also had only work and command confidence is
partial success in persuading gov- crucial to everything," says a senior
ernnents to beef up the Gatt secre- trade official. "If their authority is
tariat, which will serve the WTO. once eroded by a big trading power,
Though its budget has been that will be the end of the WTO."
increased about 10 per cent to Effective resolution of trade con-
SFr105m (E50m) this year, that is flicts is important not only for inter-
less than half what Mr Sutherland national harmony. It is the most fai
initially demanded, leaving many of critical and politically sensitive fac- Pa
Gatt's 400 staff disgruntled. "Morale tor underpinning the cohesion of en
in this organisation is pretty low the international trade system and bet
right now," says one official. governments' respect for its rules or

By contrast, the WTO faces a far and disciplines. thi
heavier workload than Gatt. It Gatt's record on this score was ret
starts life with more than 30 coun- mixed. Countries regularly disre- ign
cils and standing committees - garded adverse rulings by disputes b%
twice as many as its predecessor. panels, while the US has cited the I
These must handle an array of chal- inadequacy of Gatt mechanisms to stc
lenging new issues not previously justify its aggressive use of unilat- fri
covered by Gatt, including trade in eral trade weapons against Japan Gi
services, intellectual property and and other trading partners. c
the environment. In the WTO, the system should be



body, to be chosen early this year.(1 nSome observers expect the pres-
tige and novelty of the jobs to
attract a rich field of applicants.
Others fear good candidates may be
deterred by the modest remunera-
tion offered: a $5,000 retainer and a
*50W daily fee for 61 days' work a
year.

But however impeccably deci-s cs sions are taken, what really counts
is making them stick. In an organi-
sation like the WTO, the core of
which is a set of -voluntary con-uieres asks whether Gatt's tracts between sovereign govern-
ments, that comes down to a ques-

World Trade Organisation tion of political acceptability.uWorld rades the fraught Uruguay Round
ratfiatin ebte n heUS con-live up to expectations gress underlined, maintaining a

broad international consensus is a
delicate task. Many trade experts
believe it is likely to become even
more difficult as the scope of global
liberalisation expands and thrusts
more deeply into sensitive areas of
domestic policy, such as the envi-
ronment and the treatment of for-
eign investment.,

This trend, they warn, risks
arousing mounting resistance from
protectionist forces unless the WTO
takes steps to entrench its legiti-
macy more broadly. A priority, they
say, is to strip away the cocoon of
monastic secrecy that shrouded the
Gatt and expose the organisation's
workings to public scrutiny.So far, though, the US is

the only government to
campaign for more open-
ness. Others are cautious
or hostile. Some object

that greater transparency could
give non-governmental organisa-
tions, such as environmentalists,
the right they have long sought to
participate directly in world trade
policymaking.

"Governments have long used
Gatt to collude in private against
their domestic pressure groups,"
says one official in Geneva. "Allow-
ing the greens in could thwart liber-
alisation by opening the doors to
farmers and all kinds of lobbies
opposed to free trade."

The nature of the WTO's relation-
ships with the outside world is also
at the centre of another contentious
issue: how should the priorities for
the future world trade agenda be set
and their implementation assured?
To a large extent, the question
turns on the role of the future WTO
leader.

Many negotiators in Geneva
believe the job should be largely
administrative and focus on making
the machinery tick over smoothly.
Says one: "In this organisation, the
members will do most of the work,
and most of them are determined to
keep policy formulation to them-
selves."

Many trade policy experts, how-
ever, think the challenges ahead
require the WTO leader to play a
more assertive role. As well as giv-
ing the organisation a high public
profile, this would include generat-
ing new ideas, actively building

faster, fairer and more efficient. putes rulings. Opinions remain consensus and persuading heads of
Parties to conflicts will no longer be divided over whether the committee government to accept politically dif-
entitled to prevent disputes panels is more likely to undermine the ficult decisions.
being set up, choose their members WTO's authority by second-guess- In the final analysis, though, it
or block rulings that go against ing its decisions, or to strengthen it will be up to governments to decide
them. There will be more scope for by providing an additional seal of what sort of WTO they want, and
retaliation against countries which approval. the shape of the world trade system
ignore rulings, and an independent It is widely agreed, though, that if it presides over. In the words of
body is planned to hear appeals. the new mechanisms are to have an Professor Robert Hudec of Min-

These improvements have not impact, they must quickly establish nesota University, a leading author-
stopped the US - long the most a reputation for judicial rigour, ity on international trade law:
frequent target of complaints in impartiality and a sure grasp of "Those of us who have watched
Gatt - from placating congressional technical detail. Particularly critical Gatt operate for years have long
critics by appointing a committee of will be the quality of the seven realised that political will is every-
federal judges to review WTO dis- part-time members of the appellate thing."
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the WTO began last to canvass suppor.

W hen the race to head 

on December 1, a few weeks more

summer, it was sup- If he won more backers, particu-
posed to be a contest larly in Asia, the hope is that Mr

between individual candidates. But one with broadly based support. said to divide more or less evenly Critics say Mr Ruggiero's cam- Kim would gracefully withdraw.
it has rapidly turned into a frac- So far, however, that hope has between former president Carlos paign has made much use of the The final decision would then come
tious power struggle between been disappointed. Instead of unify- Salinas of Mexico, whose support is EU's preferential trade and aid down to bargaining between Brus-
regions. ing the new organisation, the con- confined to the Americas, and Mr links with the developing world, sels and Washington, which

It was agreed at the outset that, test has hit deadlock, reviving old Kim Chul-su, South Korea's trade while his claims to victory on the strongly favours Mr Salinas.
unlike the post of director-general rivalries and provoking new ones. minister, who has found little basis of having a majority of If that proves impracticable,
of Gatt, which has always been Of the three candidates, Mr Ren- favour outside Asia. "votes" ignore the fact that the however, the only option may be to
held by a European, the WTO lead- ato Ruggiero, a former Italian However, Mr Ruggiero's oppo- final decision must command a con- scrap the contest and start again.
ership should be open to all- trade minister and the EU's cham- nents are not ready to concede vic- sensus among all WTO members. In that event, any pretence of
comers. pion, claims the widest support. He tory. They argue that much of his Prospects for ending the impasse holding an open race would proba-

As well as wanting to attract a says he is backed by more than 70 support is from countries with a may rest on an informal under- 'bly be abandoned In favour of
wide field of candidates, Gatt mem- countries in Africa and the Middle minuscule share of world trade and standing to allow Mr Salinas, who behind-the-scenes wheeling and
bers judged the approach offered East as well as in Europe. has been politically orchestrated by was unable to campaign actively dealing between the WTO's bigger
the best chance of selecting some- The remaining WTO members are Brussels. until he stepped down as president members.



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

LEWIS T. PRESTON 95 JAN -4 Pi 4 34
President

January 3, 1995

Mr. Peter Sutherland
Director General
World Trade Organization
Centre William Rappard
Rue de Lausanne 154
CH-1211 Geneve 21
Switzerland

Dear Peter,

I write to congratulate you and your staff on the creation of the World Trade
Organization. The contribution of the General Agreement on Tariffs and Trade to
world economic welfare was incalculable, and it can only be beneficial to extend
its influence and put it onto a more permanent footing. Your personal leadership
in bringing this process to a successful outcome has been quite remarkable. The
World Bank and its staff have always enjoyed cordial and fruitful relations with
the staff of the GATT, and we look forward to even stronger relations with the
WTO.

Please accept my best wishes for the future as the World Trade
Organization and the World Bank look forward together to the next fifty years of
cooperation and success in fostering world economic development.

Sincerely,

bcc: Messrs. Bruno (DECVP), Adams (OPRDR), Malloch Brown (EXTDR), Ahmed (IECDR),
Winters (IECIT)



THE WORLD BANK/IFC/MIGA

OFFICE MEMORANDUM
DATE: December 22, 1994 94 DEC 28 P 4: 06

TO: Mr. Gautam Kaji, EXC 'EVE MICS

THROUGH: Mr. Mark Baird, Acting DECVP

FROM: Masood Ahmed, IECDR

EXTENSION: 33800

SUBJECT: Bank-WTO Relations

As you know, the World Trade Organization comes into existence
on January 1, 1995. We think it would be appropriate for Mr. Preston to send
a letter of congratulations and best wishes to Mr. Sutherland to mark this
occasion. Attached is a draft for your approval and Mr. Preston's signature.
We would dispatch it on January 3.

Attachment

c.c. Messrs. Bruno (DECVP), Adams (OPRDR), Malloch Brown (EXTDR);
Winters (IECIT)

MAhmed:akw

V//



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

LEWIS T. PRESTON
President

January 3, 1995

Mr. Peter Sutherland
Director General
World Trade Organization .
Centre William Rappard
Rue de Lausanne 154
CH-1211 Geneve 21
Switzerland

Dear Peter,

I write to congratulate you and your staff on the creation of the World Trade
Organization. The contribution of the General Agreement on Tariffs and Trade to
world economic welfare was incalculable, and it can only be beneficial to extend
its influence and put it onto a more permanent footing. Your personal leadership
in bringing this process to a successful outcome has been quite remarkable. The
World Bank and its staff have always enjoyed cordial and fruitful relations with
the staff of the GATT, and we look forward to even stronger relations with the
WTO.

Please accept my best wishes for the future as the World Trade
Organization and the World Bank look forward together to the next fifty years of
cooperation and success in fostering world economic development.

Sincerely,



THE WORLD BANK/JFC/MIGA

OFFICE MEMORANDUM

DATE: December 14, 1994

TO: Mr. Gautam S. Kaji, EXC

FROM: Michael Bruno, DECVP M

EXTENSION: 33774

SUBJECT: Relations between the Bank and the World Trade Organization

1. On November 15, 1994, Messrs. Gerber and Noguds requested a
Board seminar on relations between the Bank and the WTO. Mr. Preston and
Mr. Stem replied that, since the WTO had yet to come into being,
consideration of the matter would be premature. I understand that this issue
may be raised at the Steering Committee next Monday.

2. Prior to our receiving the request for a seminar, a good deal of
preparatory work had been done by staff in IEC both analyzing possible
parameters for Bank-WTO relations and in informal discussions with staff at
the GATT. The results were summarized in a note which we had hoped to
circulate to Board members and, following their comments, to Bank staff, and
also to share informally with the GATT. The note had been approved by Mr.
Karaosmanoglu, but was then overtaken by the request for a seminar, and at
that time EXC decided that circulation of the note would also be premature.

3. During the Fall, we received several enquiries from Executive
Directors about the status of our thinking on future Bank-WTO relations, and
from our replies they must have discerned that we were working on the
matter. They would also have gained that impression from any contact they
may have had with the GATT or with the Fund, which adopted several parts
of our analysis in the note they prepared and circulated to their Board in
October.

4. In the light of these facts it may be difficult for the Steering
Committee to resist the pressure for an exchange of views between staff and
the Board on Bank-WTO relations. If so, while I would strongly support the
position that a seminar was premature, it may be prudent to concede the
circulation of a note. Such a note could be made available very quickly.



Mr. Gautam S. Kaji -2- December 14, 1994

5. For your information I attach the note and the cover memo to Mr.
Karaosmanoglu explaining our intended strategy.

c.c. M. Ahmed (IECDR), L.A. Winters (IECIT)

Attachments

LAWinters:akw



TEE WORLD BANK/IFC/M1fGA

OFFICE MEMORANDUM
DATE: November 17, 1994

TO: Mr. Attila Karaosmanoglu, EXC

FROM Michael Bruno, DECVP

EXTENSION: 33774

SUBJECT: Relations Between the Bank and the World Trade Organization (WTO)

1. Attached is a revised note laying out the parameters for developing the
relationship between the Bank and the WTO. We propose that it should become an
internal document for Bank staff to guide their work and that it should be
communicated only informally to the GATT. It could provide the basis for
negotiating a more formal relationship with the WTO in future, but under the
present transitional circumstances GATT staff are finding it difficult to devise or
comment on working practices for their successor organization. For this reason it
seems best not to present our proposals to them in a fashion which appears to
require a response.

2. The previous draft of the note was substantially reworked following
your comments and those of the Legal and Secretary's Departments. The present
draft was discussed with senior GATT staff--Messrs. Seade (Deputy Director
General) and Sampson (Director)--in Madrid. It appeared to be broadly acceptable
to them, and their comments have subsequently been incorporated. It was also
discussed with Fund staff and modified in the light of their comments. They have
prepared a roughly parallel document pertaining to Fund-WTO relations, which has
now been circulated to Fund Directors.

3. Several Bank Executive Directors have enquired about the status of the
Bank-WTO relations, so it seems sensible to circulate the attached note to them for
information. We would not propose to seek a Board discussion but would obviously
be ready for one if some EDs request it. Following the interpretation of any
comments from the EDs, we would circulate the note internally, and also send a
copy informally to the GATT.

4. We would use the opportunity of sending a copy to GATT to seek sight
of their internal document on Bank-WTO relations. We would also urge upon them
the importance of the Bank obtaining observer status at the Dispute Settlement Body
and of their offering, as previously agreed, unfettered access to their database of
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Mr. Atilla -2-.- - -2-.November 17, 1994 -
- . Karaosmnogiu (EXC)

trade and taif data We have not yet received any encouragingitrade ad fafif datalson eithir of-
-----------------------------------------

5 - I would appreciate your comments and agreement to our proceedig as
suggested aove. m .. e -x - -:.w-- +-

I .c- - - -2 -w~P. t'. r ~ - r - -
. -* - --- - .- -- - - - -
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cc: M. Ahmed (IECDR),L A. Winters (IECIT) -
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November 16, 1994

Note from Secretary to Executive Directors

Attached for review by the Executive Directors is an internal note
which provides guidelines for future interaction between the staffs of the Bank and
the WTO. The note has been discussed with staff of the GATT, and their
comments incorporatedL It has also been discussed with the staff of the Fund who
have proposed substantively similar guidelines to their Board for their future
interaction. Following the incorporation of any comments by the Executive
Directors, this note would be circulated to the staff and transmitted informally to
the Director General of the WTO.

Executive Directors are asked to send their comments to Mr. Masood
Ahmed (ext. 33800) or Mr. L. Alan Winters (ext. 33845) by the close of business
on December 9, 1994.



GUIDELINES FOR STAFF COOPERATION WITH THE WORLD

TRADE ORGANIZATION

1. The Agreement concluding the Uruguay Round called upon the

Director-General of the World Trade Organization (WTO) to consult with

the heads of the Fund and the Bank on enhanced inter-institutional

cooperation, especially with a view to achieving greater coherence in global

economic policymaking. 1  This note proposes guidelines for Bank staff

involved in such cooperation between the Bank and the WTO. It builds

upon the existing close but informal cooperation between the staffs of the

Bank and the GATT, and on existing arrangements for cooperation between

the Bank and the Fund. The Fund is developing similar guidelines for

collaboration with the WTO. While recognizing that the Bank and the

Fund have different roles vis-a-vis the WTO, it is desirable that Bank/WTO

and Fund/WTO arrangements maintain a degree of parallelism where they

might interact.

2. While we should not prejudge the evolution of the WTO, it seems

likely to be a stronger institution than the GATT, with a greater role in

policy formulation and monitoring. Moreover, in addition to their growing

role in the world economy, the developing countries will be more fully

engaged in the WTO than they were in the GATT, both in terms of their

substantive commintments and their expectations of benefits. These changes

1 "Declaration on the Contribution of the World Trade Organization (WTO) t6 Achieving
Greater Coherence in Global Economic Policymaking," appended to the Final Act of the Uruguay
Round.
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suggest the need for more intensive cooperation and interaction betw en the

Bank and WTO than applied heretofore between the Bank and the GATT

3. Cooperation between the two staffs may be considered m terms of

the following four broad areas:

i) Consistency of Bank conditionality and policy advice with

WTO agreements;

ii) Financial support to developing countries during the trading

shifts caused by WTO agreements;

iii) Research and information exchange;

iv) Consultation and representation.

Consistency

4. In respect of international trade, the basic objectives of the Bank and

of the WTO are entirely consistent, although the two institutions have

different mandates and different emphases in trade policy. The WTO's

emphasis is on the legal rights and obligations of countries--the rules of the

trading system--while the Bank's focus is more directly on economic policy-
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-i.e., encouraging good policies which do better than simply meeting

international agreements.

5. The WTO agreements are intricate and can easily be misunderstood

Bank staff advising a country on trade reforms need to be well infoimed

about the international obligations of the country and about trade policies in

the main trade partriers. They should ensure that the policy changes or

conditionalities they propose are not contrary to the WTO agreements.

This will be achieved by means of consultation between the Bank and the

WTO staffs. The focal point for the Bank side of such consultations will be

the International Trade . Division of the International Economics

Department, assisted as appropriate, by other relevant Departments such as

the Legal Department. On occasion there will also need to be direct

discussions between Operations' task managers and relevant WTO staff in

the context of their operational work.

6. Trade policy is an important element of development policy, an area

in which the Bank should continue its primary role. In the construction of

appropriate policy packages, especially in the context of conditionality, the

Bank's mandate will frequently require it to encourage member country

governments not only to meet, but to improve upon, the minimum standards

required by the WTO.



Financial Support

8. Bank staff recognize that, on occasion, financial support may be

required to facilitate adjustment following unilateral or multilateral trade

liberalization. The Bank's lending.policies are flexible and responsive

enough to take these considerations into account - along with those

pertaining to the general policy stance and regulatory environment - without

the creation of new instruments.

Research and Information Exchange

9. The Bank has long been recognized as a leading center for research

and analysis in trade policy issues. The GATT's expertise, on the other

hand, has traditionally lain more in the legal implementation and

documentation of policies. Thus there is significant complementarity and

scope for cooperation between Bank and WTO staff in trade policy

research. Arrangements for information and data exchange are in effect at

present, but they have never been systematized. Bank staff will seek deeper

cooperation by regularizing, codifying and automating them.

10. The Bank and WTO staffs should, at an early stage, seek each others'

views on their research papers and reports in which international trade or

trade policy is a major component. This will inform each staff of the other's

activities, identify issues of common interest and potentially increase the

coherence between their positions. As at present, the Bank expects to
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receive all completed WTO secretariat documents and formal submissions

by governments to the various WTO bodies including the General Council
and its substantive sub-bodies as well as the Trade Policy Review Body and

the Dispute Settlement Body, while the WTO should receive Bank

documents and publications. IECIT and WTO staff will cooperate to

develop appropriate guidelines for managing the exchanges of these

documents. The Bank and WTO staff will work to offer each other

unrestricted access to certain databases--specifically the GATT's Integrated

Database and the Bank's macroeconomic and socioeconomic database.

11. Both the Bank and the WTO must, of course, commit to respect the

confidentiality constraints implicit in transfers of unpublished information.

Consultation and Representation

12. To date Bank/GATT interaction and consultation has been mainly at

the working level, supplemented by periodic contact between Heads of

Institutions. Staff links should be enhanced, and possibly supplemented by

staff exchanges, with a view to establishing effective networking and

interaction among the two staffs. Meetings will be held at least annually

between appropriate VTO and Bank managers/senior staff to examine the

coherence of policies, identify issues of common concern in the area of

trade policy and discuss the Institutions' (possibly different) approaches to

these issues. It is anticipated that the Fund would join some of these

meetings as part of its cooperation arrangements with the WTO.



-6-

13. No major changes are envisaged in the formal arrangements for

representation. The Director-General of GATT has been regularly invited

to the Interim and Development Committees, and has made statements at

the Development Committee. GATT has now been re-admitted as an

observer to the Bank's Annual Meetings. The Bank enjoys observer status

and is allowed to make statements at most official GATT bodies. It will

seek to extend this ;to substantive WTO bodies, including the Ministerial

Council, the various Councils, and their Committees and Sub-Committees.

The Bank staff places considerable store on observing the Disputes

Settlement Body, because this is the principal location at which the

interpretation of the WTO agreement is subjected to analysis and decision.

14. As the WTO develops its own work program and procedures it may

be appropriate for it to seek representation on certain Bank bodies. The

Bank should review such requests as appropriate.

15. Undertaking the close interaction and cooperation between the Bank

and the WTO that is envisaged by the Uruguay Round, must not be allowed

to become bureaucratic and labor intensive. Nevertheless, it will entail

some internal redirection of resources within the Bank. For the moment,

there does not appear to be the need to re-establish a Bank presence in

Geneva but this will be re-examined in a year when the working modalities

of the new WTO will have become clearer.

[c:%audrcy\wto2.doc]



THE WORLD BANK/IFC/MIGA

OFFICE MEMORANDUM

DATE: September 22, 1994 94 SEP 22 PM 12:46

TO: Mr. Michael Bruno, DECVP L

THROUGH: Masood Ahmed, I

FROM: L,440A inters, Chief, IECIT

EXTENSION: 33845

SUBJECT: Uruguay Round Program of Research

Uruguay Round Outcome

Analytical studies

1. A series of studies will describe the outcomes of the major market
access negotiations (i.e., trade liberalizations agreed) and simulate the trade
effects of these outcomes. Such analysis will be done for the negotiations on
agriculture, manufactures including textiles, and services. Other studies will
analyze the institutional and rules changes at the Round, e.g., creation of the
WTO, new rules on safeguards; and a third group of studies will analyze
special topics of interest to least developing countries, including the impact of
agricultural liberalization on developing food-importing countries, and the
trade effects of erosion of preferences.

2. Many of these studies will be presented at a conference planned for
January 1995. The conference program is attached.

Country and regional reports

3. We will provide to regional staff tables that summarize the outcome of
the tariff negotiations from the perspective of an individual country:
tabulations of both concessions made and concessions received by an
individual country. On a chargeback basis, we will also provide support to
regional staff for more detailed analysis of the impact on particular regions or
countries.
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GATT seminars

4. In a related activity, the division plans to organize seminars for each of
the Bank's regional staffs at which GATT staff will answer questions about
GATT/WTO rules and obligations that have come up in the course of the
Bank's operational work.

Timetable

5. Conference papers will be available in final form in mid January.
Summary tabulations of tariff concessions made will be available in early
November, summary tabulations of concessions received will be available in
December. The GATT seminars will be held in late October or early
November.

Post Uruguay Round Issues

Unilateral liberalization

6. A major part of the post Uruguay Round trade agenda will be to
maintain the pace of World Bank and IMF supported unilateral reforms in
developing countries. In this regard, the division will continue its analytical
work on the expansion of trade of the transition economies and on the
structure of policies and policy institutions that these countries put in place.
Other work will examine the supply response to liberalization, paying
particular attention to the micro-foundations of export promotion. A third
topic on which the division will work is the development of a 'safeguards'
procedure that is not only GATT-consistent, but at the same time makes
economic sense.

Services

7. The Uruguay Round has brought forward the role of services sectors in
economic development. The division will look into a number of topics:

(1) Analysis in particular countries of the impact of liberalization,
through unilateral, regional and multilateral processes.
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(2) The link between service sector liberalization and the supply
response to liberalization in merchandise sectors.

(3) The minimum level of services infrastructure a developing country
must have in order to benefit from the services revolution.

Regional arrangements

8. The division will analyze the impact of existing regional arrangements
with a view to developing guidelines for determining which proposed
arrangements will benefit both participating countries and neighboring
countries (other trading partners) that are left out.

Environment, labor rights as GATT issues

9. Environmental standards and labor rights in developing countries are
legitimate concerns, but should they be GATT/WTO issues? The division's
work in this area will be in significant part "truth squad" work to document
progress in developing countries, identify what has been achieved through
other mechanisms, and to analyze the risks of using the threat of trade
sanctions to police environmental and labor standards.



The World Bank
Washington, D.C. 20433

U.S.A.

MICHAEL BRUNO
Vice President Development Economics
and Chief Economist

June 1, 1994

Dear Mr. Seade,

I was disturbed to find that the Bank has been unable to commence
its analysis of the results of the Uruguay Round. This is embarrassing
given my responsibility to inform the rest of the Bank and potentially
embarrassing to the whole Bank staff given our instruction to present a
paper to the Development Committee in September.

My understanding is that GATT has not yet transferred data to the
Bank on the offers in the Round and on associated trade flows and pre-
Round tariffs. We had originally expected these data in April, then in
early May. I am told that in an unfortunate meeting on May 3 a number
of delegations expressed reservations about allowing the Bank to have
these data, apparently in ignorance of the Bank's substantial input into
computerizing them and misunderstanding the prior understandings between
Bank and GATT staff. Many of these misapprehensions have now been
resolved informally. I would thus urge you to arrange for completion of
this task with the greatest possible expedition. Since this matter was
originally handled at delegate level and the problem was merely one of
information, perhaps it would be most appropriate, once the situation
has been explained informally to them, to notify the relevant
delegations that the initial transfer of their data will occur in, say,
five days time, unless they object. Formal approval for permanent Bank
access to the database might then be sought from national capitals under
somewhat less time pressure. I fear that if national capitals are
brought into the equation before the initial transfer occurs the damage
to our timetable will be irreparable and public.

I cannot overemphasize the importance of the timely provision of
these data to our work program and need hardly remind you of the public
statements that have been made about cooperation between the Bank and
the GATT. I look forward to our staffs developing the details of such
cooperation in future.

ncerely

Michael Bruno

Mr. Jesis Seade
Deputy Director-General
GATT
Centre William Rappard
Rue de Lausanne 154
Geneva, Switzerland

RCA 248423. 9) WUI 64145 M FAX (202) 477-6391



Bank Access to the Integrated Database (IDB):

In the late 1980s: SMART project identifies the need for analysis of trade and trade policy
data. Plans are made to extend the analysis to the Uruguay Round by creating the integrated
database. The Bank inputs many man-months of technical support into I1DB to make it accessible
to developing countries and lobbying to get developing countries to join the system. Implicit
understanding that Bank access would be granted.

December '93: Bank assured access to I1DB would be permitted in April. Advised by GATT
not to press for permission before Marrakesh because negotiations are sensitive. GATT is kept
informed of Bank plans to use the data.

April '94: Access decision still alleged to be formality, but postponed to early May. Leger,
Sampson, Seade say they will lobby delegates to approve and nothing will go wrong.

May 3: It goes wrong. EC opposition causes developing countries to take fright. We hear
of rejection of access informally.

May 5: Leger faxes an account of the meeting which does not even mention EC. Promises
swift remedial action.

May 18: No news received. Mr. Ahmed writes to Seade.

May 24-27: Regular contact by telephone: Badiee-Leger, Winters-Sampson; the story about
the EC emerges.

May 27: Leger eventually produces plan for remedy. He proposes heavy-handed memo to
delegations asking for Bank access to the IDB. Our assessment is that this will delay things
because it raises the issue's profile such that delegations will refer back to national capitals.

May 31: Sampson reports that the EC claims to have misunderstood and to have been
misunderstood. Withdraws its objections. Now major countries all support granting access.

Leger is reported as saying that he requires written permission from all I1DB
members (GATT members even?) before releasing the data.

IEC asks two delegations to instruct Leger to pass their data to the Bank--to allow
technical work to proceed.

C:\AUDREY'lDBACCESflOCkLAW:.k6-1-94
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AFTERTHE GATT URUGUAY ROUND:
Implications for developing countries

By Dr Christopher Stevens

How important is GATT? 'Washington Consensus' which, although being increasingly
implemented by LDCs, are controversial as universal remedies

The new Uruguay Round agreement, to be signed in (see Further Reading).
Marrakech in April, establishes the framework for trade into The UR is a step on a road that is expected to continue into

the next centurv. As such it is important to both developed the next centurv to extend the application of agreed rules to

and developing states, but not necessarily in the same ways. trade policy, and to lower barriers to trade (see Box 2). It

It has been portrayed variously as a panacea that will benefit envisages further negotiations which will build upon the

all or as an instrument to reinforce the South's dependent consensus already reached, particularly in some of the new

relationship with the North. The reality is more prosaic -and areas such as services.

complex. This Policy Briefing sets out: The specific changes agreed are quite limited in many
6 the principal changes for developing countries; areas. Seven years of negotiations have smoothed many

* the net effect on different regions; of the hard edges of the original proposals. Their precise

* the future action that developing countries must take to implications for specific products will be apparent only

benefit from the agreement. from a close examination of the voluminous tariff schedules

The importance of the Uruguay Round (UR) derives as that form part of the agreement. Moreover, some of the

much from what it has avoided and to what it may lead as measures of greatest interest to LDCs will be phased in over a

from the specific changes to the accepted rules for trade period extending in some cases to 2005. The predicted

policy which have been agreed. The negotiations came to be benefits will arrive only if DCs fulfil the spirit as well as the

seen as a barometer of the developed countries' (DCs') letter of the commitments they have made. Past experience

commitment to the multilateral system of rules for trade. suggests the need for some scepticism.
There were dire prophecies of mutually destructive trade
wars if agreement could not be reached. Success has averted Why have LDCs accepted the UR?
this danger although, as the recent US Super 301 action
against Japan illustrates, it has not yet made unilateral Almost three-quarters of the 117 states that approved the

actions a thing of the past. Final Act in December 1993 were LDCs (one-fifth were least

The symbolic aspects are important for developing developed). They played a more substantial role in the UR
countries (LDCs) because: than in any of its predecessors. The spread of new forms of
* The DCs have publicly and comprehensively pledged their DC protectionism and a greater openness to trade in their
support for liberal trade policies. Although their future be- domestic policies (introduced either of their own volition or
haviour towards LDCs will probably be less than exemplary, under pressure from the IMF and World Bank) altered the
the successful completion of balance of interest for many
the Round will tend to make 1 LDCs in strengthening
protection against LDC ex- BOX I: GATT-SPEAK GATT disciplines. For their

ports more difficult than it Uruguay Round: A negotiating marathon between 117 states plus part the DCs were concerned
otherwise would be (espe- the EU which has taken place mainly in Geneva but which was to engage LDCs, some of
cially by comparison to a launched at Punta del Este in Uruguay in September 1986. which are now major inter-
ci aluy p ArticlebXIp: The GATT 'safeguard' clause that permits signatories national traders, in the
GATT7-failure scenario), temporarily to raise import barriers above current levels.
* At the same time, UR suc- GATS: General agreement on trade in services. Round and were willing to
cess will have reinforced the MFA: Multifibre Arrangement. An agreed departure from GATT include on the agenda issues
international legitimacy of which controls LDC exports of clothing and textiles to DCs through (such as trade in clothing and
liberal trade policies for a complex web of quotas. textiles) of particular interest
LDCs. This will tend to MFN: Mostfavourednationtreatment-therequirementthatGATT to them.
strengthen the influence of signatories treat each other on equal terms except in cases of states The result is a balance of
the economic prescriptions - creating a customs. union/free trade area, or trade preferences in gains and concessions, illus-
and the groups inside and favour of LDCs. tae yterareettTRsS: Trade-related aspects of intellectual property rights. trated by their agreement to
outside LDCs supporting WTO: The World Trade Organization, to be created by early 1995. the TRIPS accord. This may
them - encapsulated in the I increase the cost of knowl-
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BOX 2: HISTORY OF THE GATT UIILU Cdil UV UttU LllUtfl p iu -

are aware of what is being discussed. Poorer LDCs will have
ROUND to concentrate their resources, giving priority to the WTO, join

The Uruguay Round is the eighth in a series dating from 1947. with others and seek technical assistance to ensure that they
And it will be the last; henceforth negotiations will take place are adequately represented in key councils.
within the WTO. The Rounds have been a compromise
between theory (favouring the free flow of trade between
countries) and practical politics which recognize the need to Enforcement: LDC weakness

be able to set concessions (i.e. tariff reductions on imports) The enforcement of rules will continue to be asymmetrical
against gains (i.e. better access to export markets). because it will be undertaken by aggrieved parties imposing

This mix was very successful in reducing tariff barriers to penalties on transgressors. In a dispute, for example, between
trade. In the late 1940s tariffs on manufactures averaged 40 USA and Bangladesh the imposition of penalties by Bangla-
per cent in rich countries; the figure is now 5 per cent. But as desh on US exports will have far less impact than those im-
tariffs fell, so non-tariff barriers (NTBs) to trade increased in posed in the opposite direction.
number and complexity. Most were outside normal GATT p n
disciplines. The rules for temperate agriculture came to be seen
as inadequate. Also excluded were policies that had indirect The UR and world food supply
effects on trade, such as those concerned with investment and
most services trade. The UR covered both tropical and temperate agriculture, but

The UR was launched to assert some multilateral influ- attention has been concentrated on the latter, which was the
ence over this diversity: by including new areas, and by most contentious part of the UR. Tariffs have been cut on
reinforcing the institutional framework for trade monitoring tropical products, but were low before the UR. What has been
and adjudication. agreed on temperate agriculture is a compromise that will

edge-intensive goods to LDCs as net importers, but the LDC introduce normal market mechanisms into production and

negotiators set against this loss DC concessions on goods of trade - but slowly. How slowly will not be clear until the

export interest to them (such as textiles) and the advantages tariff schedules are studied with care, but even by 2002 world
of a multilateral agreement over possibly tougher unilateral trade in temperate agricultural goods will be significantly less

accords being sought. liberal than is trade in manufactures now.
LDC concerns have focused on:

The World Trade Organization * the scope for increased agricultural exports;
0 the danger ot higher food import prices;

One of the main innovations of the UR is the extension of * the effect on LDC agricultural development.

the institutional framework for trade. The replacement of the

GATT Secretariat with a WTO (see Box 3) reflects both the Will prices rise?
broadening of the scope of the new agreement and the desire The interests of agricultural exporters and importers in LDCs
to strengthen the monitoring of trade policy. are opposite sides of the same coin and will be affected in

The crucial questions on the WTO for LDCs are: particular by the provisions on market access, and subsidies

* what sorts of trade regime will it seek to promote? to production and exports.
* how far will the new disciplines safeguard LDC export Access to markets: NTBs are to be converted into tariffs

interests? ('tariffication'), which will then be reduced by an average of
* can it impose trade policies on unwilling LDCs? 36 per cent over six years by DCs and 24 per cent (over ten

years) by LDCs. Least developed countries will not have to

Philosophy: rule-based, liberal trade reduce their tariffs. Since these average reductions will not

The WTO is evolutionary rather than revolutionary. Like the be trade weighted, there will be scope for DCs to maintain

GATT, it will not be a free trade organization (the DCs, let
alone LDCs, are not willing to accept this), but it will BOX 3: STRUCTURE OFTHEWTO
promote adherence to predictable rules and the objective Ta

of reducing barriers to trade wherever possible. It has a The UR establishes a WTO As a single institutional-fra -

much more limited remit, for example, than the ill-fated work to encompass the GATT, l agreements and arrm e
ments concluded under its auspices, and the: complete

International Trade Organization (the intended third pillar results of the UR.
of the post-war economic institutional framework, alongside The WTO will be inaugurated by early 1995. It will b6
the IMF and the World Bank). headed by a Ministerial Conference meeting at least once

The assumed universality of the liberal trade concept is every two years. Day-to-day operations will be overseen by a
evident from the altered status for LDCs. Part IV of the GATT General Council, which will also act as a Dispute Settlement

provides for 'special and differential treatment' for develop- Body and a Trade Policy Review mechanism. Its permanent

ing countries and laid the basis inter alia for the most wide- staff will replace the GATT Secretariat.
The General Council will spawn a host of specialist

spread forms of trade preferences offered by DCs to LDCs. subsidiary bodies such as the Council for Trade in Goods
Although the concept of special and differential treatment (which will, inter alia, oversee the phase-out of the MFA),
has been continued, it is more limited and time-bound a Safeguards Committee (to oversee operation of a revised
than previously. After the end of a transitional period Article XIX), a Council on Services, and a Council for TRIPS.
LDCs (except the least developed) are expected to adopt Although the detailed modus operandi of the WTO is
most of the same disciplines as DCs. yet to be agreed, the key principles are:

* membership of the Councils will be open to all signatories of
Decision making: LDC strength the agreement;

s when there is no consensus, some decisions can be taken by
The scope for the WTO to reinforce LDC interests, or impose qualified majority (mostly three-quarters or two-thirds) but
on them unwanted policies, depends on the structure of others require unanimity;
decision making and enforcement. The use of qualified, 0 voting will not be weighted;
unweighted maiority voting means that the DCs cannot 0 the WTO will not itself take sanctions against transgressors,
orce upon LDCs as a wnole unwanted decisions. Th but will authorize aggrieved parties to withdraw MFN

OECD states form only one-fifth of the signatories. treatment from them.
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ligher-than-average leveis of protection on their most j of escalation (whereby taritts increase witn me ievr

'uinerable commodities. There are certain minimum access processing);
:equirements but, even so, it is unlikely that there will be 0 its treatment of NTBs, especially those on clothing and
tt'taior improved export opportunities in DC markets for textiles, and the growing misuse of anti-dumping actions as

LDC agricultural exporters. covert protectionism.

Subsidies: The UR acreed reductions in producer and Provisional analysis of the LUR shows the share of DC

<xport subsidies which will assist LDC exporters in third imports of industrial goods from LDCs entering duty free

markets but are unlikely to produce dramatic results. DCs doubling (from 22 per cent to 45 per cent. But some manu-
icave agreed to reduce by 36 per cent the value of direct ex- factures of particular interest to LDCs still face relative dis-

port subsidies from their 986-P0 base level (often higher than I crimination. The four product groups with the smallest

current levels) and to cut the quantity of subsidized exports changes in duty-free treatment are fish and fish products,

Lv 21 per cent over six years. For LDCs, the reductions will textiles and clothing, transport equipment, and leather and
be two-thirds of those arplving to DCs and the implementa- footwear. Some 6 per cent of DC imports of clothing and tex-
tion period is extended to ten years (with no reductions tiles from LDCs will continue to attract tariffs in excess of 25
a pplying to the least developed). Aggregate producer per cent, while 19 per cent will face tariffs of over 15 per cent.

subsidies are to be cut by 20 per cent (13.3 per cent for The agreement provides for the removalof both MFA and

LDCs and zero for the least developed) over six years. Cuts non-MFA restrictions on clothing and textiles trade over the

will be partly offset by increased non-subsidized exports. period to 2005 (see Box 4). But transitional safeguards can be

Although the absolute applied for up to three

impact of the changes on years to any product not

'.%orld markets is likely to BOX 4: FUTURE OF THE MFA yet integrated into the
be small over the next six The MFA is to be phased out over the period to 2005 in stages. In GATT. A Textiles Monitor-

ears, it may be asy m- each, importing states will transfer from the MFA to normal GATT ing Body (TMB) will be

m etrically onerous ,or rules a tranche of products of a size related to the share of the items established to oversee the

food-importing LDCs. A in their total 1990 import volume. The phasing agreed will allow implementation of these
trge part ot world trade in states to delay into the next century the bulk of the transfers. commitments.
.. r,,e a rt i f wrenld trade - nThe first phase is due to be completed by the end of 1994 and is Rm ie nt - pi<,reai1s is currently unu:er- p p - ules on anti-dumping

ouen 0L~tSide normai ma.:ir- to cover items which accounted for at least 16 per cent of 1990 im- have 6een made clearer
eni ports. Phase two. which must be completed by the end of 1997, ed

-. ts through actual :n1 adds a minimum further 17 per cent. An additional 18 per cent nd more extensive, mak-

cuasi rood aid. If marKets (minimum) is to be integrated by the end of 2001. The remaining ing it harder for DCs to

:Irm LIp as a result of re- products (up to one-half of 1990 imports) need not be integrated blame the woes of particu-

duced supply from subsi- until the end of 2004. lar firms on supposedly
dized agriculture, DCs' dumped imports from
willingness to supply food LDCs. The requirement for
on concessional terms may fall disproportionatelv while poor the importing country to establish a clear causal relationship

importers' needs rise, at least in the short term (in the longer between dumped imports and injury to the domestic indus-

term higher prices may induce greater domestic supply). The try is strengthened. Moreover. 'domestic industrV' normally

agreement recognizes the need to seek remedies for this refers to all domestic producers, not just one company, and
danger in organizations with an operational capacity. other factors influencing the commercial well-being of the

industry have to be taken into account.

Impact on LDC agricultural development Of particular potential importance to less developed and
The agreement provides several possible avenues for LDCs smaller developing countries is that there are now minimum
to protect their domestc agriculture from imports. Least de- injury/ dumping thresholds, below which anti-dumping
veloped countries are exempt from any reductions in either actions will not be taken. These preclude investigations in
tariffs or subsidies. LDCs, like DCs, may place some agricul- cases where the dumping margin is less than 2 per cent of the
turalsubsidies in theso-called'green box'of measuresdeemed export price, or the volume of imports from a particular

to have minimal trade-distorting effects that are exempt from country accounts for less than 3 per cent of the total.
thesubsidy-reductioncommitments. These include payments Article XIX, the safeguards clause, has been altered
under environmental programmes, public stock-holding for in ways that may increase its use against LDCs. In the past
food security purposes and general agricultural development DCs have been reluctant to use it as a justification for import
services (such as research, pest and disease control, extension controls because these have to be applied against all suppli-
and advisory services). ers. The new agreement permits selectivity if it can be

Additionally, some more general agricultural subsidies are established that imports from certain countries have increased
acceptable for LDCs provided that they do not exceed 10 per disproportionately. It is arguable whether this will be to the
cent of production value. They may exclude from their re- detriment of LDCs (by facilitating 'legal' import controls
duction commitments 'government measures of assistance, against them) or be to their advantage (bv bringing within
whether direct or indirect, to encourage agricultural and WTO disciplines actions that DCs would otherwise have taken

rural development ... which are generally available to agri- unilaterally). Safeguards can be imposed for a maximum of

culture in developing country members'. eight years or, if selective. four years.
Finally, extension to temperate agriculture of a wider

range of GATT disciplines should permit LDCs to take TRIPS and services: the new areas
anti-dumping actions against subsidized DC exports
which will continue to be a feature of trade. There are two elements to the agreement on TRIPS: all

members have agreed to recognize minimum rights for

Manufactures: protectionism remains owners of intellectual property, and to establish national
enforcement mechanisms. Discussion of the former was

The principal interest for LDCs in the L'R is: contentious because, although most LDCs already provide
0 the reduction of high tariff peaks on items in which LDCs patent protection for pharmaceutical product inventions, a
compete strongly with DC producers, and the elimination group of states (including India, Brazil and Turkey) do
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not. On enforcement, members must provide within tneir
domestic legal system procedures to enable rights to be L An agenda for action
enforced effectively by both foreign and national holders.
Hence, in the first instance, any dispute over the imple- LDCs need to act inside and outside the WTO to:

mentation of what has been agreed will be a matter for the 0 maximize their gains from the agreed changes;
civil courts of particular states. 0 ensure that their interests are adequately represented in

Services are covered by the GATS. Initially one of the most the new monitoring and enforcement bodies;
contentious issues dividing _ and attempt to improve
DCs and LDCs, the division upon (or avoid adverse
between these groups was BOX 5: GATT AND THE consequences from) the
blurred by the decision to ex- ENVIRONMENT new regime.
tend the negotiations from is- The environment was not on the UR agenda, except for the GATS An early subject for WTO
sues of particular DC interest where there was pressure (initially from European states concerned discussions of direct inter-
(such as a company's right to with transit traffic) to make explicit mention of environmental est to LDCs is likelv to be
establish a commercial pres- concerns. However, there have been parallel discussions in other the environment (see Box
ence in a foreign state) to GAIT fora. None of these has yet resulted in firm proposals to 3).
those with which LDCs are balance the concerns of those who want trading rules to be changed Priorities for action are:
concerned (such as migrant to protect the environment and those who fear that the result will 0 to establish through de-
labour). be covert protectionism. eThe) fDiscussions have focused on three aspects of trade and the tailed analysis of the new

The final agreement con- environment: trade provisions of multilateral environmental agree- tariff schedules how access
tains two elements: to bring ments vis-A-vis GAIT principles, multilateral transparency of na- to export markets has
services for the first time tional environmental regulations likely to have trade effects, and changed;
within the multilateral frame- the trade effects of new packaging and labelling requirements 0 to press for rapid re-
work of rules; and to provide aimed at protecting the environment. moval of barriers subject to
some degree of improved a leisurely timetable (e.g.
market access, although the MFA);
extent of this will not be clear until the schedules have been 0 to use the WTO to highlight any DC 'backsliding';
analysed thoroughly. There is likely to be pressure for further 0 to ensure that there are no falls in the availability of
liberalization on migration tprimarilv from LDCs) and on concessional food supplies (e.g. by seeking to raise minimum
financial services (primarily from DCs). contributions under the Food Aid Convention to the level of

actual flows in recent years);

Regional impact: Africa's problems 0 to assist regions that have gained little from the UR (e.g.
Africa) by: deeper preferences on products which DCs are

The many quantitative estimates of the UR's impact should be unwilling to open to full international competition, to
treated with caution because of uncertainties about the transla- offset the erosion of existing preferences; providing posi-
tion of the agreement into actual changes in tariff schedules, tive assistance for export diversification, inter alia by using
over the time frame for implementation and on the dynamic aid to remove obstacles where possible.
effects of extended rules. However, the figures are useful in The mid-term review of the Lome Convention provides the
identifying the broad scale of impact and the sectors/geo- EU with an excellent opportunity to do this.
graphical regions that will tend to see the greatest changes.

The forecast static LDC gains are small but not insignifi- FURTHER READING
cant. By the end of ten years LDC exports will be an estimated On the Uruguay Round:
$30-70 billion higher than they would be otherwise, with GATT Secretariat, 1993, An Analysis of the Proposed
further but smaller positive effects derived from cheaper Uruguay Round Agreement, with Particular Emphasis on
imports, equivalent to one poor-to-moderate year's trade Aspects of Interest to Developing Economies. Geneva:
growth (Page 1994: 16). GATT Secretariat; November

However, the gains are unlikely to be shared equally. Most Page, S., 1994, Prospects for Developing Countries: Trade
analyses suggest that Asia will gain most, that Latin America's and Capital. London: Overseas Development Institute

gains are smaller, and that Africa (North and sub-Saharan) will
tend to gain least or even lose compared to the status quo. On trade liberalization for LDCs:

The reasons for this differential impact are that: Lall, Sanjaya, 1994, forthcoming,'The East Asian miracle... does

0 most of the gains will be in manufactures trade and there- the bell toll for industrial strategy?', World Development
fr UNIDO, 1993, Industry and Development: Global Report

fore will tend to accrue to the countries most likely to 1993/94, Chapter III, Section D. Vienna: United Nations
increase their exports of these products as opposed to Industrial Development Organization
primary producers;
* African exporters already receive more liberal access to their The author is a Fellow at the Institute of Development
main market, the EU, than will be the norm after the new agree- Studies, UK, who specializes in the political economy of
ment is implemented and have demonstrated limited capacity North-South relations. Dr Stevens wishes to thank Susanna
to increase exports to other markets where the UR will result Davies, John Humphrey, Hans Singer and Adrian Wood for
in improved access. comments on this Policy Briefing Paper.
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July 18, 1994 9 JUL 19 PM 1: 39

Mr. Michael Bruno:

Michael,

Bank-WTO Relations

We had agreed to draft an information note setting out the approach and
issues for discussing Bank-WTO relations in the coming months. A draft of this
note is attached for your review. After your comments have been incorporated, we
propose to circulate the draft also to the Legal, OPR and External Affairs
departments for their comments. If a decision is made to send this note to the
Board, I would also send it first to the IMF to get their reactions and to obtain
more information on what their plans are for dealing with the WTO. It could then
be sent to EXC and, subject to their agreement, circulated to the Board for
information.

Masood Ahmed

Attachment

c.c. M. Baird, P. Vieira da Cunha, DECVP; DMG



DRAFT/PLow/LAWinters
July 18, 1994

Information Note

COOPERATION WITH THE WORLD TRADE ORGANIZATION

1. The Agreement terminating the Uruguay Round called

upon the Director-General of the WTO to consult with

the heads of the Fund and the Bank on enhanced inter-

institutional cooperation.1 This formal consultation

has not yet begun, but staff contacts at the working

level have seemed to identify some of the issues that

will need to be discussed. Naturally we cannot define

a response to proposals that have not been received,

but this note sets out parameters to guide its

preparation at the appropriate time.

2. In considering the issue of future cooperation and

coordination, it is important to bear in mind that the

new WTO promises to be a stronger institution than the

GATT, with a greater role in policy formulation and

monitoring. Moreover, in addition to their growing

role in the world economy, the developing countries

will be more fully engaged in the WTO than they ever

were in the GATT. This is true both in terms of their

1 "Declaration on the Contribution of the World Trade
Organization (WTO) to Achieving Greater Coherence in
Global Economic Policymaking," appended to the Final
Act of the Uruguay Round.
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substantive commitments and their expectations of

benefits. These changes suggest the need for more

intensive cooperation and interaction between the Bank

and GATT/WTO.

3. Cooperation between the two institutions has been

fruitful in the past, and continues at present, relying

on informal staff-level contacts as the need arises.

It has been built on the broad communality of the two

institutions' objectives, although there are inevitably

some differences in emphasis and approach.

4. Current practices and the potential for their

enhancement are considered below in terms of the

following four broad areas of interaction:

i) Consistency of Bank policy advice with

GATT/WTO agreements, including in the context of

technical assistance;

ii) Financial support to developing countries

during the trading shifts caused by GATT/WTO

agreements;



-3-

iii) Research and information exchange;

iv) Consultation and representation.

Consistency with GATT/WTO

5. Although the Ministerial Declaration calls for

consultations between the head of the GATT and those of

the Bank and Fund, we presume that in the main these

will be conducted bilaterally. The Fund's relations

with the GATT/WTO are more formal than the Bank's and

have a different focus, stressing balance of payments

rather than long-term development issues. Thus this

note considers only Bank/WTO relations, but, where

appropriate, it would seem desirable to maintain

parallels with Fund/WTO links. Informal consultations

between Bank and Fund staff should occur to monitor the

two sets of discussions.

6. The basic objectives of the Bank, and the nature

of the policy advice it provides to developing

countries, are entirely consistent with GATT; the two

institutions have indeed been strongly complementary in

terms of their mandates and effectiveness. However, a

number of issues will require particular attention as
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the Bank and GATT/WTO address the elements of their

future relationship, both in the short- and longer-

term.

7. First, attention must be paid to the familiarity

of Bank staff with GATT/WTO rules. The GATT/WTO

agreements are intricate and can easily be

misunderstood. Bank staff advising a country on trade

reforms, as well as the country officials concerned,

need to be well-informed about the international

obligations of the country and about trade policies in

the main trade partners. Forthcoming procedural

guidelines on adjustment lending require staff to

ensure that proposed policy changes or conditionalities

are not in conflict with GATT or any other

international agreement. In view of the coverage and

complexity of the WTO agreement, greater "grass-roots"

interaction between the Bank and the WTO staffs should

be considered as a means of aiding this objective. The

International Economics Department (through IECIT) will

be undertaking a series of dissemination and training

activities on the outcome of the Uruguay Round, and,

following precedents from 1983 and 1986, will invite

GATT staff to participate in seminars for regional

economists. In addition, IECIT will help Operations'
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task managers to consult with WTO staff on certain

technical trade policy questions in the context of

their operational work.

8. Second, in defining the future relationship, the

Bank needs to recognize its duty to influence the

formulation and discussion of trade policy in ways

which are beneficial to member countries. In certain

policy areas, the interests of the Bank and the WTO are

not coterminous: the WTO's emphasis is on the legal

rights and obligations of countries--the rules of the

trading system--while the Bank's focus is on economic

policy and well-being--encouraging excellent policy for

domestic reasons even if international agreements do

not mandate them. Areas in which this contrast is most

obvious include rules on antidumpige countervailing

duties, and safeguards. Given these differences in

emphasis, inter-agency cooperation needs to be

structured in such a manner as to ensure that the

Bank's objectives are fully safeguarded and that it can

continue to contribute effectively to developing

countries' economic welfare. [CHECK: they are now

formally excluded? what history?]
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Financial Support

9. The provision of financial support by the Bank and

Fund to facilitate adjustment following multilateral

trade liberalization has been discussed on several past

occasions. The Bank and the Fund recognize, for

example, that in the event that deteriorations in the

terms of trade for net food importers arising from

agricultural trade liberalization, the countries

concerned may need additional financial support to ease

their adjustment. The Bank's lending policies are

flexible and responsive enough to take these

considerations into account without the creation of new

instruments.

Research and Information Exchange

10. The Bank has long established itself as a leading

center for research and an influential contributor to

the analysis of trade policy issues. The GATT's

expertise, on the other hand, has lain more in legal

implementation and the documentation of policies. Thus

there is significant scope for cooperation and

complementarity between the Bank and the WTO in trade

policy research.
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11. To date information and data exchange have not

been established on a systematic basis. The Bank has

benefitted periodically from GATT tariff data and

receives most GATT documents, while the GATT has used

Bank analysis and publications for various purposes,

including the preparation of documentation for the

Trade Policy Review exercise. There is scope for

greater cooperation in these directions, regularizing,

codifying and automating the various exchanges. Recent

difficulty in acquiring data on the Uruguay Round from

the GATT emphasizes the need for more explicit

understandings regarding the transfer of data. The

Bank contributed extensively to the construction of the

Integrated Data Base held by the GATT, which, when

fully complete, will contain detailed data on tariff

and non-tariff measures maintained by WTO members, and

on trade flows. The Bank requires guaranteed and

unrestricted access to this data base for its research,

and views honoring past commitments on this matter as

the starting point of future cooperation. Similarly,

the IEC macro- and socio-economic data-bases--- uIQdbe

made available to the GATT officially [CHECK WITH SB].
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12. The Bank should continue to receive all GATT/WTO

secretariat documents and formal submissions by

governments to the various GATT/WTO bodies. In return

it should consider making available to the GATT on a

confidential basis its internal documents at a draft,

but advanced, stage of preparation. In addition, the

Bank should continue, as at present, to offer extensive

informal advice and documentation to GATT officials.

13. In general, the Bank and the GATT should seek to

ensure regular and automatic mutual access to as much

relevant data and information as possible. Both the

Bank and the WTO, of course, would commit to respect

the confidentiality constraints implicit in such

transfers.

Consultation and ReDresentation

14. The scope for closer inter-agency consultation and

coordination is hard to define with precision because

we do not yet know exactly what the WTO will turn out

to be. Bank contacts with the GATT have largely been

at the working level, facilitated at one time by the

Bank's office in Geneva and now through contacts with

IECIT. Such staff links should be enhanced, and
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possibly supplemented by staff exchanges, with a view

to establishing effective networking and interaction

among the two staffs.

15. The Bank and the Fund enjoy observer status and

are allowed to make statements at almost all official

GATT bodies--see Annex. The Director-General of GATT

has been regularly invited to the Interim and

Development Committees in the past, and has made

statements at the Development Committee. The Bank

should expect to make regular statements at WTO

gatherings in the future, especially at the biennial

meetings of trade ministers in the Ministerial Council,

and to acquire observer status in all substantive WTO

bodies. In return it might cons re-admitting

GATT/WTO to its Annual Meetings. \ICHECK: hey are now

formally excluded? what history?]

16. Undertaking the close interaction and cooperation

between the Bank and the GATT/WTO that is envisaged by

the Treaty of Marrakesh must not be allowed to become

bureaucratic and labor intensive. Nevertheless, it

will not be achieved without some redirection of

resources. IECIT staff and consultancy resources

devoted to GATT/WTO will need to be expanded, and,
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depending on what proposals the GATT/WTO make and their

arrangements for pursuing them, it may be necessary to

revisit the decision to close the Bank's office in

Geneva.



THE WORLD BANK/IFC/MIGA

OFFICE MEMORANDUM
DATE: July 28, 1994 94JUL28 PM 4: 33

TO: Messrs. Jam W. Adams (OPRDR), Alex Shakow (EXTDR), Raj Krishn (LEGOP)

FROM: L. Alan Wi p ef, IECIT

EXTENSION: 33845

SUBJECT: Information Note on Bank-WTO Relations

Mr. Ahmed, Director of the International Economics Department, has
asked me to circulate the attached note for comment. It reflects informal working-
level discussions with GATT staff. The note has been prepared to brief senior
management for the forthcoming Annual Meetings and Meeting of the Development
Committee. Management may wish to forward it to the Board since a number of
Executive Directors have raised the issue with them.

I should be grateful to receive written comments by c.o.b. August 5.

Attachment

c.c. M. Bruno, M. Baird (DECVP); M. Ahmed (IECDR); P. Low (IECIT)

LAW:akw



DRAFT/PLow/LAWinters
July 28, 1994

Information Note

COOPERATION WITH THE WORLD TRADE ORGANIZATION

1. The Agreement terminating the Uruguay Round called

upon the Director-General of the WTO to consult with

the heads of the Fund and the Bank on enhanced inter-

institutional cooperation. 1 This formal consultation

has not yet begun, but staff contacts at the working

level have seemed to identify some of the issues that

will need to be discussed. Naturally we cannot define

a response to proposals that have not been received,

but this note sets out parameters to guide its

preparation at the appropriate time.

2. In considering the issue of future cooperation and

coordination, it is important to bear in mind that the

new WTO promises to be a stronger institution than the

GATT, with a greater role in policy formulation and

monitoring. Moreover, in addition to their growing

role in the world economy, the developing countries

will be more fully engaged in the WTO than they ever

were in the GATT. This is true both in terms of their

1 "Declaration on the Contribution of the World Trade
Organization (WTO) to Achieving Greater Coherence in
Global Economic Policymaking," appended to the Final
Act of the Uruguay Round.
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substantive commitments and their expectations of

benefits. These changes suggest the need for more

intensive cooperation and interaction between the Bank

and GATT/WTO.

3. Cooperation between the two institutions has been

fruitful in the past, and continues at present, relying

on informal staff-level contacts as the need arises.

It has been built on the broad communality of the two

institutions' objectives, although there are inevitably

some differences in emphasis and approach.

4. Current practices and the potential for their

enhancement are considered below in terms of the

following four broad areas of interaction:

i) Consistency of Bank policy advice with

GATT/WTO agreements, including in the context of

technical assistance;

ii) Financial support to developing countries

during the trading shifts caused by GATT/WTO

agreements;
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iii) Research and information exchange;

iv) Consultation and representation.

Consistency with GATT/WTO

5. Although the Ministerial Declaration calls for

consultations between the head of the GATT and those of

the Bank and Fund, we presume that in the main these

will be conducted bilaterally. The Fund's relations

with the GATT/WTO are more formal than the Bank's and

have a different focus, stressing balance of payments

rather than long-term development issues. Thus this

note considers only Bank/WTO relations, but, where

appropriate, it would seem desirable to maintain

parallels with Fund/WTO links. Informal consultations

between Bank and Fund staff should occur to monitor the

two sets of discussions.

6. The basic objectives of the Bank, and the nature

of the policy advice it provides to developing

countries, are entirely consistent with GATT; the two

institutions have indeed been strongly complementary in

terms of their mandates and effectiveness. However, a

number of issues will require particular attention as
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the Bank and GATT/WTO address the elements of their

future relationship, both in the short- and longer-

term.

7. First, attention must be paid to the familiarity

of Bank staff with GATT/WTO rules. The GATT/WTO

agreements are intricate and can easily be

misunderstood. Bank staff advising a country on trade

reforms, as well as the country officials concerned,

need to be well-informed about the international

obligations of the country and about trade policies in

the main trade partners. Forthcoming procedural

guidelines on adjustment lending require staff to

ensure that proposed policy changes or conditionalities

are not in conflict with GATT or any other

international agreement. In view of the coverage and

complexity of the WTO agreement, greater "grass-roots"

interaction between the Bank and the WTO staffs should

be considered as a means of aiding this objective. The

International Economics Department (through IECIT) will

be undertaking a series of dissemination and training

activities on the outcome of the Uruguay Round, and,

following precedents from 1983 and 1986, will invite

GATT staff to participate in seminars for regional

economists. In addition, IECIT will help Operations'
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task managers to consult with WTO staff on certain

technical trade policy questions in the context of

their operational work.

8. Second, in defining the future relationship, the

Bank needs to recognize its duty to influence the

formulation and discussion of trade policy in ways

which are beneficial to member countries. In certain

policy areas, the interests of the Bank and the WTO are

not coterminous: the WTO's emphasis is on the legal

rights and obligations of countries--the rules of the

trading system--while the Bank's focus is on economic

policy and well-being--encouraging excellent policy for

domestic reasons even if international agreements do

not mandate them. Areas in which this contrast is most

obvious include rules on antidumping, countervailing

duties, and safeguards. Given these differences in

emphasis, inter-agency cooperation needs to be

structured in such a manner as to ensure that the

Bank's objectives are fully safeguarded and that it can

continue to contribute effectively to developing

countries' economic welfare. [CHECK: they are now

formally excluded? what history?]
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Financial Support

9. The provision of financial support by the Bank and

Fund to facilitate adjustment following multilateral

trade liberalization has been discussed on several past

occasions. The Bank and the Fund recognize, for

example, that in the event that deteriorations in the

terms of trade for net food importers arising from

agricultural trade liberalization, the countries

concerned may need additional financial support to ease

their adjustment. The Bank's lending policies are

flexible and responsive enough to take these

considerations into account without the creation of new

instruments.

Research and Information Exchange

10. The Bank has long established itself as a leading

center for research and an influential contributor to

the analysis of trade policy issues. The GATT's

expertise, on the other hand, has lain more in legal

implementation and the documentation of policies. Thus

there is significant scope for cooperation and

complementarity between the Bank and the WTO in trade

policy research.
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11. To date information and data exchange have not

been established on a systematic basis. The Bank has

benefitted periodically from GATT tariff data and

receives most GATT documents, while the GATT has used

Bank analysis and publications for various purposes,

including the preparation of documentation for the

Trade Policy Review exercise. There is scope for

greater cooperation in these directions, regularizing,

codifying and automating the various exchanges. Recent

difficulty in acquiring data on the Uruguay Round from

the GATT emphasizes the need for more explicit

understandings regarding the transfer of data. The

Bank contributed extensively to the construction of the

Integrated Data Base held by the GATT, which, when

fully complete, will contain detailed data on tariff

and non-tariff measures maintained by WTO members, and

on trade flows. The Bank requires guaranteed and

unrestricted access to this data base for its research,

and views honoring past commitments on this matter as

the starting point of future cooperation. Similarly,

the IEC macro- and socio-economic data bases could be

made available to the GATT officially [CHECK WITH SB].
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12. The Bank should continue to receive all GATT/WTO

secretariat documents and formal submissions by

governments to the various GATT/WTO bodies. In return

it should consider making available to the GATT on a

confidential basis its internal documents at a draft,

but advanced, stage of preparation. In addition, the

Bank should continue, as at present, to offer extensive

informal advice and documentation to GATT officials.

13. In general, the Bank and the GATT should seek to

ensure regular and automatic mutual access to as much

relevant data and information as possible. Both the

Bank and the WTO, of course, would commit to respect

the confidentiality constraints implicit in such

transfers.

Consultation and Representation

14. The scope for closer inter-agency consultation and

coordination is hard to define with precision because

we do not yet know exactly what the WTO will turn out

to be. Bank contacts with the GATT have largely been

at the working level, facilitated at one time by the

Bank's office in Geneva and now through contacts with

IECIT. Such staff links should be enhanced, and



-9-

possibly supplemented by staff exchanges, with a view

to establishing effective networking and interaction

among the two staffs.

15. The Bank and the Fund enjoy observer status and

are allowed to make statements at almost all official

GATT bodies--see Annex. The Director-General of GATT

has been regularly invited to the Interim and

Development Committees in the past, and has made

statements at the Development Committee. The Bank

should expect to make regular statements at WTO

gatherings in the future, especially at the biennial

meetings of trade ministers in the Ministerial Council,

and to acquire observer status in all substantive WTO

bodies. In return it might consider re-admitting

GATT/WTO to its Annual Meetings.

16. Undertaking the close interaction and cooperation

between the Bank and the GATT/WTO that is envisaged by

the Treaty of Marrakesh must not be allowed to become

bureaucratic and labor intensive. Nevertheless, it

will not be achieved without some redirection of

resources. IECIT staff and consultancy resources

devoted to GATT/WTO will need to be expanded, and,

depending on what proposals the GATT/WTO make and their
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arrangements for pursuing them, it may be necessary to

revisit the decision to close the Bank's office in

Geneva.



A L L - I N - 1 N 0 T E

DATE: 15-Dec-1995 08:35am

TO: Michael Bruno ( MICHAEL BRUNO
TO: Masood Ahmed - IECDR ( MASOOD AHMED

FROM: L. Alan Winters, IECIT ( L. ALAN WINTERS

EXT.: 33845

SUBJECT: WTO Ministerial Meeting

I have now received preliminary dates for the first
Ministerial Meeting of WTO in Singapore--December 9-13, 1996. The
Bank should certainly be represented at a senior level, and I would

expect that Mr. Wolfensohn would wish to be there. Unless I receive
advice from you to the contrary, I propose to inform his office next

week of the dates and suggest that he may care to be in Singapore for
the middle of that period.

Alan



WORLD TRADE ORGANIZATION

JES(JSSEADE95 DEC -6 AM 4-: 38JESU:S SEADE
DEPUTY DIRECTOR-GENERAL ERECEIVEDEVEOPMENT ECOIOMICS

Centre William Rappard Telephone: (41 22) 739 51 11
Rue de Lausanne 154 Telefax: (41 22) 731 42 06
Case postale Telex: 412 324 OMC/WTO CH
CH - 1211 Geneve21 Telegram: OMC/WTO, GENEVE

Direct telephone: (41 22) 739 55 00
Direct telefax: (41 22) 739 57 78

Reference: REL/556 Geneva, 27 November 1995

Dear Jack,

Thank you for your letter of 20 November, and for the text on coherence. As you
know we are working on a text ourselves, which I hope to be able to send to Michael and
to yourself soon. I envisage a smooth process of ... convergence!

I look forward to your views on the points that required further consultation within
the Fund concerning our prospective Agreement, while of course our cooperation on the
ground will only get better by the day.

Warm regards,

J sis Seade

Mr. Jack Boorman
Director
Policy Development and Review Department
International Monetary Fund
700, 1 9th Street, N.W.
Washington, D.C. 20431

cc: Mr. Michael Bruno
Vice President Development Economics

and Chief Economist
The World Bank
1818 H Street, N.W.
Washington, D.C. 20433

cc: Mr. Alan A. Tait
Special Trade Representative
Director of the Office in Geneva

of the International Monetary Fund
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JEsfS SEADE
DEPUTY DIRECTOR-GENERAL 95 NOV 28

Centre William Rappard RECEI\ Telephone: (41 22) 739 51 11
Rue do Lausanne 154 Telefax: (41 22) 731 42 06
Case postale ChIEF E Telex: 412 324 OMC/WTO CH
CH - 1211 Genbve 21 Telegram: OMC/WTO, GENtVE

Direct telephone: (41 22) 739 55 00
Direct telefax: (41 22) 739 57 78

Reference: REL/555 Geneva, 16 November 1995

Dear Michael,

Thank you for your letter of 19 October 1995. I enjoyed seeing you, and our meetings.
Following my visit to Washington I have had a period of too much travel, which, alongside
my need to take stock with management and colleagues of where we stand on our matters
of common concern, prevented me from replying earlier.

On the question of the draft agreement between our organizations we agreed, as
you note, to consider the situation once the corresponding issues with the Fund are more
clearly defined, and we are currently awaiting their revised draft. I thus suggest that, as
we discussed in Washington, we wait for the Fund's reaction before sending you a revised
draft proposal.

Thank you also for the note on coherence, which considers a number of natural
candidate-areas for our further joint work on these matters. Let me note that, although the
areas included are as such relevant to the issue, the annotations under each generally do
not address the more global policy aspects of coherence, referred to in our mandate. We
are ourselves preparing a note on our views on coherence, which I should be able to send
you soon.

Lastly, on a personal note let me add that I was terribly shocked by the loss of
Mr. Rabin. I had had the great pleasure to see him in action just a few days before, at the
MENA Economic Summit in Amman, and he impressed me greatly for his unique combination
of firmness with sense of purpose, depth with charm and wit. May his work stay with us
and reach its much-needed full results.

All best wishes,

Yours sincerely,

Jes6is Seade

Mr. Michael Bruno
Vice President Development Economics T is N orginal document aeay
and Chief Economist transmitted by fax on -1/1 /3 S

The World Bank for your records
1818 H Street, N.W.
Washington, D.C. 20433
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Dear Jesus:

It was good to see you during the Annual Meetings. As I indicated
during our discussion on coherence, I am sending you our preliminary
thinking on the subject in the enclosed draft paper. I hope these issues
could be discussed initially among our respective deputies, with a view to
working out a jointly agreed note which, in turn, could be considered by the
Working Group.

I am glad that we also had an opportunity to discuss the various
elements of the proposed cooperation agreement and made progress in a numbar
of areas. Some of the issues raised by the Secretariat require us to
consult with our management and Directors. Of course, this should not
interfere with the close cooperation that is already taking place between
our two institutions. At the staff level, we stand ready to assist the
Secretariat in any way we can.

With best personal regards,

ack Boorman
Director

Policy Development and Review Department

Enclosure

Mr. Jesus Seade
Deputy Director-General
World Trade Organization
Geneva
Switzerland

cc: Mr. Bruno
Mr. Tait



WTO/Bank/Fund Working Group on Coherence

Preliminary Discussion Note

1. Introduction

The tripartite Working Group on Coherence agreed to prepare a joint

report for the heads of the respective institutions on an approach to

achieving greater coherence in global economic policymaking. The aim is to

have a joint Bank/Fund/WTO draft prepared at the working level ready by

March 1996 at the latest. This draft would then be discussed by the Working

Group with a view to finalizing it for management.

This discussion note proposes a framework for approaching the issue of

coherence, which would contain the following four elements:

1. The definition of coherence.

2. The objectives/functions of the three organizations that are

relevant in the achievement of greater coherence in global economic policy-

making.

3. The types of issues for consideration under the rubric of

"coherence."

4. The mechanisms that may be needed for tackling coherence issues.

11/20/95 - 12 :0 7pm - R:\DOC\TR\WTO\COHERENC.4
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2. Definition of coherence

Coherence in global economic policymaking is mentioned as a function of

the WTO in Article 111.5 of the WTO agreement:

"With a view to achieving greater coherence in global economic policy-

making, the WTO shall cooperate, as appropriate, with the International

Monetary Fund and with the International Bank for Reconstruction and

Development and its affiliated agencies."

While the topic of coherence was discussed on various occasions during

the Uruguay Round negotiations, particularly in the FOGS group, there

is not an agreed view in the WTO of the meaning of coherence. Some GATT/WTO

members viewed "coherence" as a vehicle to influence--or at least express

concerns about--economic developments outside the competence of the GATT/WTO

that were perceived to have adverse (or potentially adverse) trade effects,

e.g., excessive exchange rate volatility or undervalued exchange rates.

Thus, trade ministers recognized in the "Declaration on the Contribution of

the World Trade Organization to Achieving Greater Coherence in Global

Economic Policy Making" that aspects of the economic environment deleterious

to trade but with origins outside the trade field cannot be redressed by

measures taken in the trade field alone. By implication, elements of global

economic policymaking in the competence of other institutions would need to

be addressed to secure an appropriate environment for trade. Of course,

this logic implies that coherence is at issue also when trade matters in the



-3-

competence of the WTO are perceived to have adverse (or potentially adverse)

macroeconomic, financial, or developmental effects. However, this approach

might cast the issue wholly in negative terms, generating a complaint shop.

We suggest to cast "coherence" in more positive terms. We propose to

define coherence in global policymaking as efforts by the three

institutions, individually and collectively, to work toward harmonious

implementation of their common and complementary objectives. Since the

objectives are already laid out in the articles of the respective

institutions, there would be no difficulty in identifying them. The focus

would be on areas of natural interface in the objectives and mandates of the

three institutions. As the definition is concerned about the implementation

of objectives, it can accommodate discussion of the means to achieve these

objectives and thereby discussion as necessary of coherence in general

functions, policies, and rules of the three institutions.

The above definition is broad enough to cover relations among the three

institutions, those between the institutions and their members, and those

among the members themselves provided that they involve matters in the

mandate of one or more of the three institutions. This discussion note

concentrates on relations between institutions, but relations between each

institution and its membership and among members will of course shape, and

impact upon, the implementation of common and complementary objectives by

the institutions. It is acknowledged that coherence at the global level is

made much easier if it is practiced at the national level (e.g., by close
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coordination between trade and finance ministers), but this aspect is not

covered in this note.

The above definition provides considerable latitude to the three

institutions to pursue issues of mutual interest. It is sufficiently

flexible to cater to new issues that emerge in the future, as long as these

are clearly related to the objectives of the institutions. As these

objectives are fairly broad, the proposed definition has the merits of being

neither confining nor controversial. Under this definition, the primary

emphasis is on each institution implementing its own mandate, but in a

manner that reduces conflict and promotes harmony, thereby enhancing the

prospect that the objectives of all will be achieved. By the proposed

definition, the institutions are already pursuing coherence, but it is

possible to do more and to do better.

3. Objectives and functions of the Fund and the WTO

Table 1 provides an analytical presentation of the objectives and

functions of the Fund and the WTO, categorized under common and

complementary elements. (The description of the objectives and functions is

based on the wording of the Fund Articles of Agreement and the WTO

agreement.) From an analytical perspective, the Fund and the WTO could be

viewed as sharing the objective to promote the growth of international

trade, real income, and employment. They also exercise surveillance in

their respective fields. The means for achieving the shared objective and
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Table 1. Fund and WTO: Common and Complementary

Objectives and Functions

Fund WTO

I. Common Objectives

Summary: Promote growth of international trade and facilitate
sustainable growth in real income and employment

Fund: Facilitate the expansion and balanced WTO: Raise standards of living, ensuring
growth of international trade, and to full employment and a large and steadily
contribute thereby to the promotion and growing volume of real income and effective
maintenance of high levels of employment and demand. Expand the production of and trade
real income and to the development of the in goods and services.
productive resources of all members.

II. Complementary Objectives

Promote international monetary cooperation Allow for optimal use of the world's
resources in accordance with the objective

Promote exchange stability of sustainable development, seeking both to
protect and preserve the environment

Assist in establishing multilateral system of
current payments and in eliminating foreign Preserve basic principles and further
exchange restrictions the objectives underlying multilateral

trading system
Reduce balance of payments disequilibria

Ensure that developing countries, and
Give confidence to members in correcting especially the least-developed among them,
maladjustments in their balance of payments secure a share in the growth in
without resort to measures destructive of international trade commensurate with the
national or international prosperity needs of their economic development

Develop an integrated, more viable and
durable multilateral trading system

Achieve greater coherence in global
economic policy-making

III. Common Functions

Surveillance (trade and trade-related issues)

IV. Complementary Functions

Surveillance over exchange rate policies Surveillance (over trade and trade-related
(effectively implies consideration of a range issues)
of macroeconomic and structural policies)

Provide balance of payments financing

Forum for multilateral trade negotiations

Implementation of Fund rules (jurisdiction and Facilitate implementation of trade
conditionality) agreements; dispute settlement

Cooperation with international organizations Cooperation with international
organizations responsible for monetary and
financial matters
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exercising surveillance differ in certain respects, reflecting the

distinctive characters of the two institutions..

Certain other objectives and functions of the Fund and the WTO can be

considered as complementary. For example, the Fund's objectives of

promoting international monetary cooperation and exchange stability,

establishing a multilateral system of current payments, and eliminating

exchange restrictions contribute to achieving the WTO objective of

preserving the basic principles underlying the multilateral trading system.

The Fund's role in giving advice on policies to reduce balance of payments

disequilibria and in providing balance of payments financing contribute to

the WTO objective of developing an integrated, more viable and durable

multilateral trading system.

Surveillance over exchange rate policies of members is a function of

the Fund that is complementary to surveillance over trade policy exercised

by the WTO. Both institutions are active in the area of trade

liberalization: through its surveillance, provision of resources, and

technical assistance, the Fund promotes unilateral trade liberalization (on

a nondiscriminatory, MFN basis), while the WTO constitutes a forum for

multilateral trade negotiations. If properly implemented, unilateral and

multilateral liberalization support and strengthen each other.
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4. Issues in coherence

a. Nature of issues

This section provides an illustrative, nonexhaustive list of issues

where coherence in global economic policymaking may be important. For

analytical purposes, the various types of issues can be broadly classified

into two categories as follows:

(1) The category of global issues is defined here as one where

the particular issue under consideration has global or near-global effects,

or which require institutional or structural changes affecting a significant

part of the common membership.

(2) The category of country-specific issues is defined here as

one where the particular issue is confined to an individual country or which

affects only a limited number of countries.

Within each of the above two categories, the nature of the issues

could vary. They could deal with issues of the legal consistency of

measures that may infringe on a member's obligations under the Articles of

the Fund or under the WTO-administered agreements (or may be actionable

under WTO rules). They could give rise to concerns about efficiency if they

relate to measures that are legally consistent with Fund or WTO rules, but

nevertheless undermine the objectives of the one or other organization or
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impact upon the interests of their membership. They could relate to issues

of strategy, as when collective initiatives may be agreed among the three

organizations, each acting within its own mandate, with a view to tackling

specific problems that may affect a common member or the membership as a

whole. Clarification of jurisdictional issues is also an integral part of

coherence.

The examples below are purely illustrative, and are not intended to

provide an exhaustive list of potential issues. Coherence could also relate

to issues in areas not mentioned below, including new issues that emerge in

the future. Some issues that had been raised in the FOGS group appear to be

matters that could be dealt with in-house, rather than in the context of

coherence between institutions. For example, past proposals to provide

negotiating credit for unilateral liberalization (undertaken independently

or in the context of Fund/Bank-supported programs) should be a matter for

internal GATT/WTO decisions that would not involve the Fund. Fund and WTO

staffs have instituted informal mechanisms for consultation to help ensure

that potential inconsistencies with WTO obligations are avoided. Hence,

while legal consistency issues analytically fall under the broad rubric of

"coherence", it is not necessary for the Working Group to spend a lot of

time on country-specific issues of legal inconsistency.

In sum, there is a wide spectrum of issues under the definition of

"coherence," ranging from those with global effects to those of a micro-
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nature. It would be useful for the Working Group to focus mostly on global

issues and possible collective initiatives.

b. Examples of issues

This section provides an illustrative list of issues that could arise

in the context of coherence. The issues may relate to problems in the area

of the Fund's mandate which could have adverse effects on the world economy

or on individual members, or problems in the area of the WTO's mandate,

which could undermine the success of Fund-supported adjustment programs in

developing and transition economies, or possible collective initiatives

under which the three institutions pursue an agreed strategy, each acting

within its own mandate, to achieve a common objective.

(i) Global issues

0 Exchange rate instability or misalignments among major

currencies may have adverse global trade effects. This issue clearly falls

within the mandate of the Fund, given its objectives in the area of

international monetary cooperation, exchange stability, and balance of

payments disequilibria (see Table 1). The Fund would need to address these

problems by means of its surveillance.

0 Weak rules and disciplines under the Uruguay Round's agreement

on antidumping, and the maintenance of high tariffs and subsidy levels in
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the agricultural sector (but consistent with the UR agreement on

agriculture) provide ample room to practice WTO-consistent protectionism.

This restricts market access for efficient producers, promotes rent-seeking

by inefficient domestic producers, and encourages the emulation of

protectionist policies and high subsidies by developing countries and

economies in transition. The WTO could address these problem areas through

its surveillance activities, as well as formulation of tighter disciplines

including through new multilateral trade negotiations. The Fund would

address the economic implications of the above-mentioned practices in its

advice to members in the context of surveillance and/or program design.

0 The possible adverse effects of the implementation of the

Uruguay Round on net food importers and least-developed countries is an

example of a global issue that concerns both institutions. The WTO seeks

the cooperation of international financial institutions on these matters, as

expressed in the Uruguay Round Ministerial Decision Concerning the Possible

Negative Effects of the Reform Programme on Least-Developed and Net Food-

Importing Developing Countries. The Fund would need to monitor the

adjustment and balance of payments financing needs of its members arising

from the implementation of the Uruguay Round, and address them as necessary

through its surveillance, lending operations, and technical assistance.

0 An example of a jurisdictional issue that needs clarification

pertains to the WTO's interpretation of GATT Article XV in relation to the

treatment of the rights of common members under the Fund's Articles.
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* A hypothetical illustration of a collective initiative would be

pursuit of an agreed strategy to rehabilitate,. uplift, or bring about

transformation, as the case may be, in a particular region (e.g., Africa or

the FSU).

(ii) Country-specific issues

* An exchange rate misalignment of one of the less important

currencies could be considered as a country-specific issue because its

potential competitive implications are likely to be limited to only a few

trade partners. The Fund would address these problems in the context of its

surveillance and/or lending.

* A restrictive agricultural trade policy in a member, or the

excessive use of antidumping duties by a member, may have adverse

competitive effects on some trade partners, without having global effects.

The WTO and the Fund would need to address the issues within the context of

their respective mandates.

* An example of an issue of legal consistency would be if the

Fund recommended the use by a member of a measure (such as an import

surcharge) that breached the member's bindings under a specific WTO-

administered agreement. Another example would be if the WTO sanctioned

actions against a common member for maintaining exchange measures consistent

with the Fund's Articles.
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0 WTO-sanctioned action (or the threat of countervailing duties

under national law) against debt forgiveness in the context of a

privatization program may in some cases deprive the member of an

economically sensible--and possibly the only available- -route to

privatization. This in turn could discourage essential privatization

programs and inhibit reforms, to the detriment of the member and its

adjustment program.

* An illustration of a country-specific collective initiative

could be an agreed strategy to assist a post-conflict case (such as Bosnia),

with each institution acting within its own mandate.

5. Cross-conditionality

The Fund's Executive Board has expressly asked that cross-

conditionality--in the sense that the Fund avoid making its financing

conditional on implementing WTO rules or enforcing existing WTO-related

obligations- -not be used. Often Fund recommendations call for a

liberalization of the member's trade and subsidy regime that goes beyond a

member's obligations under the WTO; but Fund-supported programs cannot call

for formalizing the liberalization as an obligation under the WTO-

administered agreements. This is a matter of WTO jurisdiction and the

member's relations with the WTO. Since this is a noncontroversial issue,

the Working Group could agree that avoidance of cross-conditionality is a

shared view among the three institutions.



- 12 -

6. Consultations between the Fund and the WTO

The above establishes the link between the definition of coherence, the

main categories and types of issues that could be tackled under coherence,

and how both relate to institutional objectives and functions. The last

pillar of the framework deals with the nature and level of consultation

between the institutions to tackle coherence issues. Consultation between

the Fund and the WTO is the core mechanism for addressing the issues in any

of the above-mentioned categories. Two levels of consultations can be

identified.

0 Level 1: This pertains to consultations between the Fund and the

WTO at the staff and management level. The first stage would comprise

informal consultations at the working staff level, and the second stage

would involve senior staff and management.

We envisage that most of the issues would be initially discussed at the

first stage of this level, and are likely to be resolved. Certainly all

issues in the country-specific category, including inconsistency issues,

should initially be vetted in informal staff consultations with a view to

their resolution at the working level.

Stage 2, pertaining to consultations among senior staff and/or heads of

institutions, could deal with issues that cannot be resolved in the first

stage contacts, or for other reasons require senior staff/management
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involvement. It has already been agreed that bilateral and trilateral

senior staff meetings would be held periodically. The Working Group on

Coherence is an appropriate contact point at the senior staff level.

Meetings of the heads of institution are expected to be held as

necessary. These consultations could discuss strategies to deal with global

issues and collective initiatives, as well as unresolved other issues. If

and when necessary, the management of each institution would acquaint the

membership (via the Fund Executive Board and WTO General Council, as

relevant) of the nature of the issue and the agreed solution. The

staff/management could seek guidance of the relevant body (Executive Board,

CWTO, WTO General Council) on the issue on hand as necessary.

The draft cooperation agreement under discussion between the Fund and

the WTO is sufficiently flexible in providing for staff consultations and

exchanges of information, documents and databases, etc., and we do not see

the need for the Working Group to consider new mechanisms for this purpose.

0 Level 2: This pertains to contacts at the institutional level.

These include contacts between the organs/bodies of the Fund and the WTO

(e.g., between the Fund's Executive Board and the WTO's General Council),

and/or at the level of ministers or their representatives (Interim

Committee, Development Committee, Annual Meetings, WTO ministerial

conference). The draft cooperation agreement under discussion between the

Fund and the WTO provides for consultations between the Fund and the WTO on
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coherence. Contacts on the institutional level could, for instance, take

the form of a written communication that could.be transmitted to the

relevant organ or body and placed as part of the formal record. Fund staff

have already suggested that the proposed cooperation agreement include a

clause enabling each organization to communicate its views on matters of

mutual interest to the other organization or any of its organs or bodies,

which shall pay due regard to such views.

The manner of dealing with global issues and major collective

initiatives should be endorsed at the ministerial level under the existing

mechanisms of the Interim Committee or Development Committee or WTO

ministerial (or all). In general, however, we do not envisage the need for

extensive use of these formal high-level forums for discussion of coherence

issues. Before the particular matter is brought to this level, it should

have been thoroughly vetted at level 1, and the respective organs (e.g., the

Fund's Executive Board and the WTO's General Council) should have already

endorsed the recommended approach. There does not appear to be a perceived

need, nor support, among finance ministries at this juncture to institute

new mechanisms (such as joint trade and finance meetings) to deal with

coherence. Indeed, the Fund Board has asked explicitly to avoid creation of

new structures.
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7. Concluding remarks

The Working Group on Coherence could aim to present before the end of

April 1996 a joint report to their respective managements. This report

could set out the framework for coherence, including its nature, scope, and

mechanisms for implementation. While recognizing that coherence, as defined

in this note, could involve a wide spectrum of issues of mutual interest, it

would be efficient for the Working Group to focus largely on global issues

and collective initiatives (both global and country-specific). It needs

also to be recognized that the most effective and efficient means of dealing

with coherence would be through informal consultations at the

staff/management level. There certainly would be the possibility to discuss

these issues at the more formal institutional level. To be effective,

communications at the institutional level should be resorted to selectively,

and reserved for the most important issues that have been thoroughly vetted

in advance at the staff/management level. Some of these issues or

initiatives could be appropriately presented at the ministerial level in the

Interim and/or Development Committee, and the WTO ministerial. Calls for

new institutional structures are unlikely to elicit support at this stage

from finance ministries.
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Refernnno! RFL/565 Geneva, 16 Novembcr 1995

Dear Michael,

Thank you for your letter of 19 October 1995. I enjoyed seeing you, and our meetings.
Following my visit to Washington I have had a period of too much travel, which, alongside
my need to take stock with management and colleagues of where we stand on our matters
of common concern, prevented me from replying earlier.

On the question of Lhe draft agreement between our organizations we agreed, as
you note, to consider the situation once the corresponding issues with the Fund are more
clearly defined, and we are currently awaiting their revised draft. I thus suggest that, as
we discussed in Washing Lon, we wait for the Fund's reaction before sending you a revised
draft proposal.

Thank you also for the note on coherence, which considers a number of natural
candidate-areas for our further joint work on these matters. Let me note that, although the
areas ncluded are as such relevant to the issue, the annotations under each generally do
not address the more global policy aspects of coherence, referred to in our mandate. We
are ourselves preparing a note on our views on coherence, which I should be able to send
you soon.

Lastly, on a personal note let me add that I was terribly shocked by the loss of
Mr. Rabin. I had had the great pleasure to see him in action just a few days before, at the
MENA Economic Summit in Amman, and he impressed me greatly for his unique combination
of firmness with sense of purpose, depth with charm and wit. May his work stay with us
and reach its much-needed full results.

All best wishes,

Yours sincerely,

J) o0 eade

Mr. Michael Bruno
Vice President Development Economics
and Chief Economiat

The World Bank
1818 H Street, N.W.
Washington, D.C. 20433
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Please see attached letter.
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The World Bank
Washington. D.C. 20433

U.S.A.

MICHAEL BRUNO
Vice President Development Economics
and Chief Economist

October 19, 1995

Ambassador Jesns Seade
Deputy Director-General
World Trade Organization
Centre William Rappard
Geneva
SWITZERLAND

Dear Jesi~s,

Cooperation and Coherence

It was a great pleasure to see you again last week and to be able to advance on the fronts
of coherence and cooperation. I am sorry that time constraints precluded our spending longer on
them.

I gather that after I left the meeting, the Coherence Working Group agreed that we should
send you our preparatory work on coherence. I enclose this herewith. You will understand that it
was a private briefing note to me not intended for circulation even within the Bank, and I trust that
you will excuse its directness. However, since the meeting went well and we all wish to proceed
expeditiously, I feel comfortable in transmitting it to you.

I found our meeting on the Cooperation Agreement most useful and we look forward to
receiving your revised draft agreement as soon as convenient. On the outstanding issues of the
Development Committee and your attendance at country-specific Board meetings, we agreed to
consider the situation once you had spoken further with the Fund.

As a general principle I suggest that we ask our deputies to look after the exchange of
documents and the initial stages of the discussion. Perhaps you would ask your deputy to call Alan
Winters to let us know how matters stand with the Fund. They can then review the positions on
both coherence and cooperation and explore some options for moving forward.

It was good to see you in Washington and I look forward to our working further together.

Best wishes,

Yours sincerely,

Michael Bruno



THE VVORLD BANK
Washington, D.C. 20433

U.S.A.

JAMES D. WOLFENSOHN
President

October 18, 1995

Mr. Renato Ruggiero
Director-General
World Trade Organization
Geneva
SWITZERLAND

Dear Renato:

Thank you for your letter of 5 October regarding the Uruguay Round Decision on
Measures Concerning the Possible Negative Effects of the Reform Programme on Least-
Developed and Net Food Importing Countries.

The Bank is, as a matter of course, attentive to the problems of the Net Food
Importers, monitoring their situation both in the context of world grain markets and through
its regular country dialogue. It recognizes that increases in world food prices both raise the
financing needs of net food importing countries, and create new opportunities for investment
that will contribute to their longer-term development.

Overall, however, we do not expect the Uruguay Round to have a large impact on
world food prices, so that given the current range of borrowing facilities and the Bank's
current lending headroom, we are confident that we can meet any Round-related demand for
adjustment lending on IBRD terms. The Bank's ability to assist the poorest countries on
concessional terms, on the other hand, will depend upon the willingness of member
governments to replenish IDA. Unless donor countries maintain a reasonable level of support
for IDA, the Bank's ability to assist poor countries facing serious adjustment pressures from
food price rises, or any other causes, will be severely diminished.

The attached brief statement sets out the Bank's position a little more fully and
answers your four specific questions directly. Among the points it makes is the value I place
on the co-operation between the Bank and WTO on this and other matters.



Mr. Renato Ruggiero -2- October 18. 1995

Please contact me if you or the Committee on Agriculture would like more
information on the analyses prepared by the Bank on the implications of the Round on world
food prices, food aid or the welfare of the net food importing countries.

Looking forward to our next meeting.

Sincerely yours,

SJams6 D. Wolfensohn

James D. Wolfensohn

Attachments
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Ahmed, Winters (IEC)

Mime. Aniba (EXC)
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The World Bank's Contribution to Follow-up on the Uruguay Round Decision
on Measures Concerning the Possible Negative Effects of the

Reform Programme on Least-Developed and
Net Food Importing Countries.

Response to Mr. Ruggiero's Questions of 5 October, 1995

The World Bank is attentive to the problems of the Net Food Importers,
monitoring their situation both in the context of world grain markets and through its
regular country dialogue. It recognizes that increases in world food prices both raise the
financing needs of net food importing countries and create new opportunities for
investment that will contribute to their longer-term development. It is important to note,
however, that, based on analysis conducted within the Bank, the WTO and other
organizations, the Bank believes that the impact of the Uruguay Round on world food
prices will be very small, especially relative to their normal fluctuations.'

Given the small size of the shock and the Bank's substantial headroom above
current IBRD loans outstanding, it seems clear that the Bank will be in a position to meet
any conceivable demand generated by the Round for loans on IBRD terms. Its ability to
assist the poorest countries on concessional terms, on the other hand, will depend upon
the willingness of member governments to replenish IDA. Unless donor countries
maintain support for IDA, the Bank's ability to assist poor countries facing serious
adjustment pressures from food price rises, or any other causes, will be severely
diminished.

The Bank's responses to the four specific questions posed in Mr. Ruggiero's letter
of 5 October, 1995, are as follows:

(i) In general, the priority that a country receives for World Bank
lending is determined by its overall need and the contribution that the Bank
can make to its long term development. These are assessed paying regard
to both country-specific and global factors. For example, if as a result of
the conclusion of the Uruguay Round a country were to undertake a sound
liberalization of its agricultural or trade policies, and if it required
assistance in dealing with the resulting transition costs, support would be
forthcoming because of the contribution of liberalization to development.

(ii) The conditionality associated with World Bank lending is designed to
facilitate the successful outcome and high development impact of the
project or policy reform in question. Thus relaxing or waiving
conditionality is more likely to hinder than to help economic and social
development. Conditionality is central to achieving effective adjustment,

The recent sharp increases in world grain prices are not due to the Uruguay Round, deriving, instead,
from factors such as crop failures and low stock levels.



and the Bank should lend only against sound projects and effective
adjustment programs.

(iii) The range of facilities available from the World Bank, the
International Monetary Fund and the World Food Program is summarized
in the appended paper on "Coping with Rising World Grain Prices." Given
this range, it does not seem necessary to establish a special Uruguay Round
adjustment facility. Even though there may be important impacts of the
Round on particular net food importing countries, these will become
evident in the context of the Bank's ongoing dialogues with member
countries and the total borrowing needs they give rise to are likely to be
very small relative to the potential lending of the international financial
institutions. Moreover, any funds allocated to such a special facility would
necessarily be subtracted from those available for the countries with the
greatest overall need.

(iv) The World Bank welcomes dialogue with the WTO on identifying
areas in which they can be of assistance to Bank member countries. In
terms of immediate co-operation, it places particular value on the
collaborative research currently being discussed by staff of the Bank and
the WTO Secretariat on the implications of the Uruguay Round for
Africa--a region where net food importing problems loom particularly
large.

IECIT/10-16-95
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August 10, 1995

COPING WITH RISING WORLD GRAIN PRICES'

World grain prices have risen sharply over the last several months and further
price increases are possible because of low world stocks and poor growing
conditions in several major producing regions. High prices are expected to last
for the next year and possibly the next two years. The price increases will
significantly raise import costs for many countries. For example, the cost of
wheat imports in 1995 would rise by 60% from 1994 levels based on recent
price increases and lower export subsidies from major exporters. This note
discusses issues and options to assist countries to deal with the situation.

Introduction

An unusual combination of events have come together to make grain prices rise sharply this
year. These events include: (i) the lowest level of world grain stocks relative to consumption
since 1974; (ii) higher fertilizer prices during the recent planting season in the northern
hemisphere which will reduce yields; and (iii) a poor start to the growing season in the United
States, China, and Russia. This situation occurs at a time when a drought has reduced food
production by nearly one-third in some countries in southern Africa; many of the Republics of
the FSU are relying on food aid to offset collapsing food production; and food aid availability
is declining.
Wheat prices have increased from $3.42/bushel in March to a recent high of $4.85 for
December futures, an increase of 42 percent. Corn futures prices have increased from
$2.55/bushel in March to $3.00. Rice prices have increased by $40/ton in just the last month
due to strong demand and low rice stocks for export in Asia. Further price increases can be
expected if the growing conditions do not dramatically improve. Current price increases will
lead to higher import costs for many countries and higher prices will also reduce the availability
of export subsidies from major exporters. For example, the f.o.b. price of US wheat has
increased from $140/ton in March 1994 to $159/ton in June 1995 and the US export subsidy has
declined from $49/ton to $14/ton.

This note is intended to provide information about programs available from the IMF, the World
Bank and the World Food Programme to deal with a sharp rise in grain prices such as we are
now experiencing. These facilities should be relied upon to assist countries to cope with rising
grain import costs rather than allowing countries to pursue policies which can cause longer term
damage to investment programs and economic growth, such as export restrictions, or to allow
hunger and malnutrition to increase.

I Technical staffs from the World Food Program (WFP), the Food and Agriculture Organization of
the United Nations (FAO), the International Monetary Fund (IMF), and the World Bank (WB) have
formed an informal coordinating committee to monitor the situation. This note was prepared by Hans
Binswanger (AGRDR) and Donald Mitchell (IECCP) under the direction of Alex McCalla (AGRDR).
Numerous staff from the WB, IMF, FAO and WFP commented or contributed to this note, but any errors
or omissions are the responsibility of the authors.
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Which Countries Will Be Most Affected

Nearly all developing countries import grain and will be affected. At this stage the price
increases have been largest in wheat and those countries who import wheat will be most affected.
However, maize and rice prices have also begun to increase and are expected to continue
increasing. Beyond the general increase in import costs, those countries which also have
production problems will be severely affected. (FAO's estimates of import requirements for
individual countries are attached to this document.)

The early warning systems of FAO and USDA indicate that countries in southern Africa and
northern Africa have severe problems this year. The most severe production problems are in
southern Africa where widespread drought has adversely affected foodcrop production according
to FAO/WFP Crop and Food Supply Assessment Missions. The aggregate 1995 cereal output
in the 11 Southern Africa Development Community (SADC) member countries is estimated.to
be about one-third below the previous year's harvest and 20 percent below normal. Production
in northern Africa is also poor with the winter grain crop now being harvested expected to be
sharply below average in Morocco and Tunisia, while Algeria expects an above normal crop and
Egypt expects to harvest a record crop. Morocco has been hit by the worst drought in decades
according to the FAO.

Policies to Insure Food Access of the Poor During a Spike

Poor consumers spend over 70 percent of their income on food in many low income countries.
In such countries, it is appropriate to partially insulate the poor from the international food price
rises or compensate their purchasing power to insure access to food and prevent hunger.
Appropriate domestic mechanisms could include employment generation programs or well
targeted food subsidies for the poor. Government held food stocks could be released into the
market in order to limit price rises and the government could partially finance imports. Food
availability can also be increased via additional concessional imports or food aid. Unfortunately
a commodity boom often reduces the quantity of food aid available. Where prices of other
tradable foods which are important to the poor, such as sugar, are protected, trade could be
liberalized to reduce domestic prices and provide a compensating increase in purchasing power.
If such options and programs are not used, countries are likely to resort to more drastic means,
such as export restrictions, or subsidization of food prices with adverse macroeconomic
consequences.

Care must be taken in short-term food price spikes to make sure that both purchasing power of
the poor and the food supply are increased simultaneously. If purchasing power alone is
increased (e.g. through food stamps), then food prices will inflate and the consumption effect
will be minimal. If food supply alone is increased (through commercial imports or monetized
food aid), prices may not rise but the poor will still lack the purchasing power to buy the food.
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Food Aid

Food aid is available to help some countries which suffer a severe drought or other
problems which create a food import requirement. However, the quantities of food aid are not
sufficient to meet the import needs of many countries. In 1994, only 5 percent of world grain
imports were shipped as food aid. Among developing countries, food aid provided 11 percent
of grain imports. Most of the food aid is being used for refugee and emergency relief, which
reduces food aid available to help countries experiencing droughts or countries with greater than
normal need due to rising world market prices.

Food aid is distributed through bilateral and multilateral channels, with bilateral deliveries
typically accounting for about two-thirds of food aid and the remaining deliveries through
multilateral channels. The World Food Programme accounts for most of the food aid delivered
through multilateral channels. In 1994, the World Food Programme delivered 4.0 million tons,
of which 1.5 million tons were procured in developing countries. The WFP also handles the
shipment of food for many bilateral donors on a contract basis. The availability of food aid this
year and for the foreseeable future is expected to decline due to budget reductions of the major
donors.

IMF Assistance in the Event of a Cereal Price Shock

The IMF is the lead organization in providing balance of payments financing, including increases
in the cost of cereal imports. The IMF has two basic modes of providing financial assistance
to member countries in the event they experience balance of payments difficulties resulting from
a rise in international cereals prices: a) the Compensatory and Contingency Financing Facility
(CCFF) and b) Fund arrangements.

Compensatory and Contingency Financing Facility (CCFF)

The CCFF is a special facility that provides financial assistance to members experiencing balance
of payments difficulties arising from shortfalls in export receipts or excess cereal import costs.
Recent purchases under the cereal element of the CCFF have been made by Algeria, Moldova,
and South Africa. The "response time" for a case involving a CCFF purchase request could be
as quick as two or three months and a purchase can be in anticipation of a projected excess in
cereal import costs.

To qualify for compensatory financing, the excess in cereal import costs must be temporary,
largely beyond the control of the member, and result in a need for balance of payments
financing. The allowable amount of a purchase request under the CCFF is the lesser of the
compensable cereal import cost excess and the applicable access limit under the facility. The
compensable excess is the amount by which the value of cereal imports in the "excess year"
exceeds the arithmetic average of the value of cereal imports for the five-year period centered



4

on the excess year. Access limits under the facility vary depending on whether the member's
balance of payments difficulties extend beyond the source of the shock and whether the member
has a satisfactory record of cooperation with the Fund. If the member's balance of payments
position is satisfactory apart from the excess cereal import costs, access under the cereal element
is up to 65 percent of the member's quota. If the member's balance of payments difficulties
extend beyond the excess cereal import costs, access is limited to 15-35 percent of quota,
depending on the member's record of cooperation with the Fund and the strength of the
member's economic policies.

Repurchase terms and charges under the CCFF are the same as those under the credit tranches:
Repurchases are due 3 1 to 5 years after a purchase is made, and the rate of charge is equal to
the rate of charge on the Fund's general resources, currently about 5 percent per annum.
Purchases under the CCFF are additional to resources available under Fund arrangements.

Fund Arrangements

Balance of payments assistance can also be provided under stand-by or extended arrangements
and, for low income countries, under the Enhanced Structural Adjustment Facility (ESAF),
which provides resources on concessional terms. Fund arrangements can provide for flexibility
in the case of unanticipated external terms of trade shocks, such as higher prices for cereal
imports, through the inclusion of a contingency mechanism and/or through augmentation of
access under an arrangement.

Contingency mechanisms normally provide for a combination of financing and adjustment in
policies in the event of unanticipated exogenous developments. For example, in the case of
higher-than-programmed import costs owing to a sharp rise in world cereals prices, a program
could allow for automatic adjustment in program targets to accommodate all or some proportion
of the increased import costs. The Fund's Executive Board has stressed the importance of
greater use of contingency mechanisms to protect programs against adverse shocks (as well as
to preserve some of the gains of favorable shocks). Since 1990, such mechanisms have been
included in ten ESAF arrangements. Of these, Lesotho had a contingency mechanism related
to cereal import costs.

The Fund also stands ready to consider augmenting access order Fund arrangements on a timely
basis, when appropriate, to help countries meet adverse exogenous shocks. In such a case, the
country authorities and the Fund would reassess the adjustment and financing needs as the
program unfolds, either at the time of a mid-term review or at the request of the member. In
reviewing access, the availability of additional donor financing (including food aid) to cope with
the shocks is taken into account. Thus far, there have been seven cases of augmentation access
under ESAF arrangements, including for Mozambique in 1992 related to maize imports.
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World Bank Assistance with Food Availability

The Bank can also assist in increasing the financing capacity of countries to import foods, but
its role is usually a subsidiary one to the IMF. The Bank has been able to facilitate overcoming
food shortages or high food prices in a number of ways. This is not outside its mandate,
especially not in cases where a country needs to import food because of a specific combination
of events, and where failure to do so can derail hard-won improvements in macro-economic
management and sectoral policies.

The most common Bank action in the face of food shortages caused by drought has been to
modify project expenditures in order to facilitate a country's capacity to deal with a drought.
In this case, the government and the Bank agree to reallocate funds in existing projects to
finance actions needed to respond to the drought. In most cases, this does not include direct
purchase of food, but since the funds are often in foreign exchange, which is fungible,
governments are often able to indirectly use the funds to finance food. More often the funds are
used to finance transport, storage, spare parts, water supply or other uses important to the
movement or utilization of food. Examples of this were common in the Bank's response to the
southern Africa drought in 1992.

Economic Recovery Loans (ERLs) often come after the event, but are usually used to finance
transport, seeds, fertilizer, etc. which facilitate the capacity of the country or affected farmers
to prepare for the following year's crop. Such loans or credits have been used in Ethiopia,
Kenya, Somalia and Sudan. They were used during the 1974 and 1985 droughts in the Sahel
and Horn of Africa.

The sizeable Economic Recovery Credit for Zimbabwe, as a part of the Bank's response to the
1992 drought ($200 million, combined with other funds reallocations to total roughly $350
million) was used to deal with multiple elements of the response to the drought. Probably the
major contribution of the Bank's total financing for that operation, however, was that it provided
balance of payment support (at least indirectly) that enabled government to do many things,
including import food that were not an explicit part of the project. In fact, a major motivation
for the Bank's action was to sustain the structural adjustment program that was just starting.

A very important benefit of Bank actions has not been the direct elements financed, but the
indirect element of providing balance of payments support, which enables countries to import
food, medicine and other essentials, which are often driven out by the loss of exports and need
for emergency imports, which characterize drought periods or international food price spikes.

Also, the Bank could structure many of its projects, especially in agriculture and in drought-
prone areas, so that they could be expanded or modified to help the project area cope with the
drought. There could be specific project components that would only be activated in case of
droughts. This would enable a country to begin to act at the early stages of the drought and stay
with the local communities throughout the drought. Most of our projects tend to be wiped out,
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or seriously set back by droughts (Sudan is an example).

Finally, an important action the Bank can take in the future is to build drought planning into its
country strategies in countries where droughts are relatively frequent. In such cases, the Bank
should have a clear policy about what preparation it will support before these events occur, what
it will do in the case of droughts of different magnitudes, and what it will do for recovery. At
present, most Bank concern is with the latter. Droughts are treated as an unexpected event
which they are not in many drought-prone countries. In fact, growth projections for such
countries should consider the impact of droughts.

World Food Programme Assistance

The World Food Programme, the food aid arm of the United Nations, responds to emergency
needs caused by food price hikes or other disruptions in food supply and access. WFP works
to combat acute hunger by organizing fast delivery of relief food to people affected by natural
or human disasters and promotes long-term development in poorest countries by supplying
targeted food aid in support of activities to enhance human resources and physical infrastructure.

To prevent hunger and starvation, WFP stands ready to identify needs, and in collaboration with
host governments and other agencies, to help supply food to distressed populations at the outset
of an emergency. This can be achieved through the distribution of emergency food rations to
targeted populations, implementation of supplementary feeding programmes, assistance in
drawing down emergency food reserves, and/or in the form of (food) wages transferred to
participants of labour-intensive work projects.

WFP also devotes equal attention to the importance of laying the foundation for longer-term
development, by fostering conditions for human and capital asset enhancement during and after
major emergencies. In many countries, the return and resettlement of refugees and internally
displaced people is dependent on WFP assistance. Labour-intensive work programmes support
the reconstruction of infrastructure, the restoration of basic services and training activities that
promote greater food security and self-reliance.

Donor Coordination

An important contribution in times of impending emergency, such as the drought in Southern
Africa in 1992-93 is the willingness of institutions, such as the World Bank, WFP, FAO,
SADAC, USAID and the United Nations High Commission for Refugees (UNHCR) to move
quickly and to coordinate their efforts. In the face of the impending 1992 drought in Southern
Africa, all of these agencies sent early assessment teams to the Southern Africa region to assess
the situation, determine the nature of the food and financial resources necessitated by the
drought, to analyze the logistical problems and capabilities of the affected countries, and to
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organize timely donor meetings to ensure the projects were in place and that the needed
resources were available.

As a result of their joint efforts--which reflected a willingness by countries and agencies to
shorten and coordinate their individual actions in an effort to match the Regional problem with
an appropriate response--more than ten million tons of additional food and over $800 million in
financial resources were put in place in advance of the worst impacts of the drought. As a
result, the 1992 drought, while it had serious adverse effects on Southern Africa, did not result
in famine. Few if any lives were lost as a direct result of the drought.

The importance of early and effective coordination is as much attitudinal as it is process.
Agencies need to reinforce existing processes by quick and accurate assessments and a
willingness to subordinate processes and procedures to the need for early and effective actions.
In the case of the South African drought, the World Bank was prepared to put its staff and
financial resources at the service of higher coordinated responses and to support and advise the
actions of others.

Contacts

For additional information on specific programs or facilities, please contact:

Mr. Hans Binswanger
Senior Agricultural Policy Adviser
Agriculture & Natural Resources Department
The World Bank
Tel: 202-473-1871

Ms. Ann McGuirk
Chief, Special Facilities and Issues Division
Policy Development and Review Department
International Monetary Fund
Tel: 202-623-8363

Mr. Patrick Webb
Policy Analyst
Policy and Public Affairs Division
World Food Programme
Tel: 39-6-5228-2622
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ESTIMATED IMPORT REQUIREMENTS OF CEREALS: LOW-INCOME FOOD-DEFICIT Countries 1/(Thousand tons)

(a) Estimates for 1994/95 or 1995

1993/94 or 1994 1994/95 or 1995

Actual imports Import position

COUNTRY Marketing Total
year im port

Total require- Total Food aid

Commercial Food aid commercial ments commercial allocated Commercial

purchases and aid (excluding and aid committed purchases

re-exports) or shipped

AFRICA 18229.3 4 309.7 22 339.0 20 7S0 18 "S.7 3 IS0.8 15 714.9

Nortbern Africa 10777.0 325.9 11 102.9 10605 10698.2 226.4 10 471.8

Egypt July/June 7 921.2 181.7 8 102.9 8505 8 598.2 158 8439.4

Morocco July/June 2 833.8 1442 3000.0 2100 2100.0 67.6 2032.4

Eastern Africa 2 299.5 2 173.8 4 473.3 2 859 2 129.0 1 235.5 893.5

Burundi JandDec. 29.9 96.0 125.9 46 12.9 12.9 0.0

Comoros JandDec. 36.9 6.1 43.0 44 4.6 2.3 2.3
Djibouti JanJDcc. 1138 10.6 124.4 82 20.9 8.9 12.0

Eritrea JanJDec. 83.0 2872 3701 50 :9.6 29.6 0.0

Ethiopia 21 JanJDec. 53.0 923.1 976.1 964 4959 4953 0.1

Kenya July/June 1 365.8 300.4 1 666.2 290 596A 156.1 430.5

Rwanda JaniDec. 0.0 199.4 199.4 131 220.7 2ZO.7 0:0
Somalia July/June 34.1 88.0 122.1 295 136.7 66.4 70.3

Sudan NovjOct. 445.4 2192 664,6 475 137.0 53.4 81.6

Tanzania Juneimav 118.6 19.3 137.9 435 434.8 145.9 288.9

Uganda JanjDcc. 19.0 24.5 43.5 47 49.3 41.5 7.8

Southern Africa 1 031.9 952.2 1 984.1 2 651 2710.7 973.8 1 736.9

Angola April/March 59.9 193.1 Z53.0 360 560.0 296.7 263.3

Lesotho April/March 214.3 28.1 242.4 204 204.0 32.0 172.0

Madagascar JanjDec. 81.4 33.2 114A 178 200.4 23.4 177.0

Malawi April/March 84.3 160.8 245.1 493 492.0 Z79.7 212a.
Mozambique MaylApril 109.7 437.8 547.5 600 600.0 3242 2753

Swaziland May/April 47.1 22.0 69.1 76 76.0 8.7 67.3

Zambia May/April 2.9 8.8 11.7 390 39011 3.9 386.1

Zimbabwe ApriUMarch 432. 68.4 500.7 150 188. 5.2 183.1

Western africa 3 470.2 744.9 4 215.1 4 092 2 869.5 607.6 2261.9

Coastal countries 2330.4 502.1 2 832.5 2 693 2251.7 357.0 1 594.7

Benin JanJDec. 80.5 17.4 97.9 96 98.5 12.3 86.2

Cote divoire July/June 332.1 47.6 380.4 500 500.0 62.3 437.7

Ghana Oct.Sept. 169. 141.6 311.2 275 274.5 91.8 182.7

Guinea JanJDec. 121.4 85.6 207.0 182 14.1 0.0 14.1

Liberia JanJDec. 31.4 168.4 199. 240 176.0 165.0 11.0

Nigeria JulylJune 1 383.4 0.0 1 383.4 1 100 1 100.0 0.0 1 100.0

Sierra Leone JanjDec. 125.1 34.0 159.1 17Z 44.4 22.5 21.9
Togo JanJDec. 86.2 7.5 93.7 128 44.2 3.1 41.1

Sabelian countries 1 139.8 242.8 1 382.6 1 399 617.8 250.6 367.2
Burkina Faso NovjOct. 122A 35.5 158.1 110 52.0 42.S 9.5

Cape Verde JanjDcc. Z4.9 64.0 88.9 90 88.3 83.4 4.9

Chad NovjOct. 78.7 13.2 91.9 50 25.9 22.7 3.2

Gambia NovjOct. 69.0 5.5 74.5 74 19.2 4.0 15.2

Guinea Bissau JanjDec. 49.1 3.9 53.0 65 12.0 6.3 5.7

Mali NovJOct. 62.5 23.6 86.1 60 13.2 11.8 1.4

Mauritania NovjOct. 161.4 46.3 207.7 190 127.4 45.8 81.6
Niger NovjOcx. 84.5 24.0 108.5 90 41.2 18.6 22.6

Senegal NovjOct. 487.1 26.8 513.9 670 238A 15.3 223.1

Central Africa 650.7 112.9 763.6 343 458.3 107.5 350.8

Cameroon July/June 370.7 2.7 373.4 210 210.0 2.9 207.1

Cent.Afr.Rep. SeptJAug. 33.8 1.2 35.0 30 11.3 0.8 10.5

Congo July/June 86.7 1.7 88.4 90 90.0 33.9 56.1

E4 Guinea JanjDec. 7.2 2.8 10.0 11 3.3 3.3 0.0

Sao Tome JanjDec. 1.8 8.4 10.2 12 4.7 2.5 2.2
Zaire JanjDec. 150.5 96.1 246A 190 139.0 64.1 74.9

Foodcrops and Shortages, July 1995



ESTIMATED IMPORT REQUIREMENTS OF CEREALS: LOW-INCOME FOOD-DEFICIT Countries 1/(Thousand tons)

(a) Estimates tor 1994/95 or 1995 (cont.d)

1993/94 or 1994 1994/95 or 1995

Actual imports Cwrent import position
COUNTRY Marketing Total

yeaw import
Total require- Total Food aid

Commercial Food aid commercial mens commercial allocated Commercial
puchaiscs and aid (aciluding and aid committed purchases

re-exports) or shipped

ASIA 28856.7 1879.1 30735.8 41 833 41633.0 2074.1 39558.9
Afghanistan July/June 1015.4 64.6 1080.0 1150 1150.0 151.7 99.3
Bangladesh July/June 545.9 654.1 1 200.0 2411 2411.0 963.8 1447.2
ahutan July/June 29.0 1.0 30.0 32 32.2 0.2 32.0
Cambodia Jan.Dec. 150.2 29.8 180.0 200 69.9 64.0 5.9
China 3/ July/June 14 144.8 119.2 14 264.0 23 000 23 003.2 224.0 22779.2

India July/June 266.8 295.2 562.0 150 177.0 98.0 79.0
Indonesia April/March 3012.4 97.5 3109.9 3940 5215.0 32.2 5182.8
Jordan July/June 1345.1 220.9 1566.0 1717 1717.0 128.8 1588.2
La0 JanJDec. 193.7 12.3 206.0 70 0.8 0.8 0.0
Maldivs JanJDec. 49.9 1.4 51.3 36 4.4 0.0 4.4
Mngolia OCLJSCPL 0.0 25.0 25.0 140 12.7 11.7 1.0
Nepal July/June 52.5 14.5 67.0 137 137.0 14.7 122.3
Pakistan 4/ MayiApril 2215.0 0.0 2215.0 2500 2500.0 21.8 2478.2
Philipines July/June 2278.0 45.8 2323.8 2500 2526.7 108.7 2418.0
Sri Lanka JaniDec. 853.8 209.8 1063.6 1200 651.5 141.1 510.4
Syia July/iJune 932.8 59.4 992.2 690 690.0 45.4 644.6
Yemen JanJDec. 1771.4 28.6 1800.0 1960 1334.6 67.2 1267.4

CENTRALAMERICA 2125.3 680.7 2806.0 3085 2628.3 272.6 2355.7
DominicaniRep. JandDec. 1 156.8 1.7 1158.5 868 499.0 2.5 496.5
El Salvador AugJldy 283.1 80.4 363.5 477 363.5 1&0 345.5

Guatemala July/June 211.5 299.6 511.1 588 593.8 108.0 485.8
Haiti July/June 146.0 112.2 258.2 402 412.7 39.0 373.7
Honduras July/June 223.8 124.7 348.5 513 514.0 95.4 418.6
Niwaragua July/June 104.1 62.1 166.2 237 245.3 9.7 235.6

SOUTH AMERICA 2960.8 253.5 3214.3 2587 1275.8 163.0 1112.8
Boliva July/June 144.2 196.3 3.42.5 329 335.0 145.6 189.4

Colombia JanJDec. 2 205.4 42.6 2248.0 1798 758.6 0.0 758.6
Ecuador JanJDc. 611.2 12.6 623.8 460 1.2 17.4 164.8

OCEANIA 330.0 0.0 330.0 274 17.0 0.0 17.0
Kinbau JanJDec. 7.0 0.0 7.0 7 0.0 0.0 0.0
Papua New Guinea JanJDec. 27&9 0.0 278.9 223 14.2 0.0 14.2
Samoa JanjDec. 15.0 0.0 15.0 15 0.2 0.0 0.2
Solomaon IsI. JanJDec. 19.0 0.0 19.0 19 2.5 0.0 2.5
Tuvalu JanJDec. 1.0 0.0 1.0 1 0.0 0.0 0.0
Vanuatu JanJDec. 9.1 0.0 9.1 9 0.1 0.0 0.1

EUROPE / CIS S/6/ 7 667.0 1752.0 9419.0 7056 7 098.0 2136.0 4 %2.0
Armenia July/June 182.0 258.0 440.0 477 477.0 463.0 14.0
Albania July/June 0.0 472.0 472.0 310 310.0 34.0 276.0
Azerbaijzn July/June 681.0 47.0 721&0 670 670.0 366.0 304.0
Georgia July/June 377.0 478.0 855.0 722 722.0 677.0 45.0
Kyrgyz Republic July/June 275.0 165.0 440.0 333 333.0 124.0 209.0
Lithuarsa Julv/June 136.0 0.0 136.0 25 25.0 0.0 25.0
Moldova July/June 188.0 110.0 296.0 435 477.0 252.0 225.0
Macedonia. FYR July/June 160.0 50.0 210.0 240 240.0 46.0 194.0
Romania Juiv/June 1326.0 0.0 1326.0 260 260.0 0.0 260.0
Tajikistan July/June 717.0 8.0 800.0 409 409.0 124.0 285.0
Turtmenistan July/June 682.0 89.0 771.0 570 570.0 50.0 520.0
Uzbekistan July/June 2943.0 0.0 2943.0 2605 2605.0 0.0 2605.0

TOTAL 60169.1 8675.0 69044.1 75 585 1 71 517.8 7 7%.5 63 721.3

SOUCE PAO
1 Includes food deficit countnesm ath percaput income below the level used by the World Bank to detamine eligibiliiy for IDA assistance (i.e. U.S.S 1345 in 1993),
which is in accordance with the guidelines and cniteia agreed to by the CFA should be givn priorty in the allcation of food aid. 2 Includes refugee needs.

3/ Includes import requirements of Taiwan Province. 4/ Excludes Afghan rezugee requirements. 5/CIani:ed as LIFD counties as ofJanuary 1995. 6/ Data include
inrtrade between the Republics.

Foodcrops and Shortages, July 1995
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ESTIMATED IMPORT REQUIREMENTS OF CEREALS: LOW-INCOME FOOD-DEFICIT Countries 1/(Thousand tons)

(b)1995/96 estimates for UFD countries which have entered the 1995/96 marketing year

1994/95 or 1995 1995/9

Actual imports Import position

COUNTRY Marketing Total

year import

Total require- Total Food aid

Commercial Food aid commercial ments commercial allocated Commercial

purchases and aid (excluding and aid committed purchases
re-exports) or shipped

AFRICA 14729.0 1 601.3 16330.3 17675 667.6 515.9 151.7

Northern Africa 10471.8 226.4 10 698.2 11 760 84.8 84.8 0.0
Egypt July/June 8439.4 158.8 8598.2 7750 84.8 84.8 0.0

Morocco July/June 2032.4 67.6 2100.0 4010 0.0 0.0 0.0

Eastern Africa 719.4 302.0 1021.4 1 184 12.2 12.2 0.0

Kenya July/June 430.5 156.1 586.6 1075 8.2 8.2 0.0

Tanzania Junc/May 288.9 145.9 434.8 109 4.0 4.0 0.0
Southern Africa 1736.9 973.8 2710.7 2761 512.7 361.0 151.7
Angola April/March 263.3 2%.7 560.0 560 115.7 109.1 6.6

Leaotho April/March 172.0 32.0 204.0 297 1.0 1.0 0.0
Madagascar April/March 177.0 23.4 200.4 146 13.5 13.5 0.0
Malawi April/March 212.3 279.7 492.0 180 100.2 92.3 7.9

Mozambique May/April 275.8 324.2 600.0 446 116.9 111.6 5.3
Swaziland May/April 67.3 8.7 76.0 93 6.9 0.0 6.9

Zambia May/April 386.1 3.9 390.0 589 24.5 24.5 0.0

Zimbabwe April/March 183.1 5.2 188.3 450 134.0 9.0 125.0
Western Africa 1 537.7 62.3 1 600.0 1 600 36.1 36.1 0.0

Coastas countres 1337.7 62.3 1600.0 1600 36.1 36.1 0.0
Cbte d'lvoire July/June 437.7 62.3 500.0 500 36.1 36.1 0.0

Nigeria July/June 1100.0 0.0 1100.0 1100 0.0 0.0 0.0

Central Africa 263.2 36.8 300.0 370 21.8 21.8 0.0
Cameroon July/June 207.1 2.9 210.0 280 0.0 0.0 0.0
Congo July/June 56.1 33.9 90.0 90 21.8 21.8 0.0

ASIA 37 769.8 1 789.3 39 559.1 37 349 3 129.0 620.0 2 509.0
Afghanistan July/June 998.3 151.7 1150.0 1250 252.1 2.1 250.0

Bangladesh July/June 1447.2 %3.8 2411.0 2050 0.0 0.0 0.0
Bhutan July/June 32.0 0.2 32.2 32 0.0 0.0 0.0

China 3/ July/June 22779.2 224.0 23003.2 21175 1613.5 91.3 1 522.2
India July/June 79.0 98.0 177.0 150 268.9 268.9 0.0

Indonesia April/March 5 182.8 32.2 5 215.0 S 735 281.1 14.5 266.6

Jordan July/June 1588.2 128.8 1 717.0 1 610 385.2 115.0 270.2

Nepal July/June 122.3 14.7 137.0 137 7.3 7.3 0.0

Pakistan 4/ May/April 2478.2 21.8 2 500.0 2200 104.2 104.2 0.0

Philippines July/June 2 41.0 108.7 2526.7 2 400 :11.2 11.2 200.0
Syria July/June 644.6 45.4 690.0 610 5.5 5.5 0.0

CE NTRAL AMERICA 1 513.7 252.1 1 765.8 1 466 378.5 378.5 0.0
Guatemala July/June 485.8 108.0 593.8 540 119.0 119.0 0.0
Haiti July/June 373.7 39.0 412.7 401 95.2 95.2 0.0
Honduras July/June 418.6 95.4 514.0 350 99.6 99.6 0.0

Nicaragua July/June 235.6 9.7 245.3 175 64.7 64.7 0.0

SOUTH AMERICA 189.4 145.6 335.0 300 82.7 82.7 0.0
Bolivia July/June 189.4 145.6 335.0 300 82.7 82.7 0.0

EUROPE / CiS 5/6/ 49%2.0 2 136.0 7098.0 6 615 154.0 154.0 0.0

Armenia July/June 14.0 463.0 477.0 450 0.0 0.0 0.0
Albania July/June 276.0 34.0 310.0 310 0.0 0.0 0.0

Azerbaijan July/June 304.0 366.0 670.0 663 4.0 4.0 0.0
Georgia July/June 45.0 677.0 722.0 560 2.0 2.0 0.0

Kyrgyz Republic July/June 209.0 124.0 333.0 352 58.0 58.0 0.0

Lithuania July/June 25.0 0.0 25.0 30 0.0 0.0 0.0

Moldova July/June 225.0 252.0 477.0 155 52.0 52.0 0.0

Macedonia. FYR July/June 194.0 46.0 240.0 240 0.0 0.0 0.0

Ro ania July/June 260.0 0.0 260.0 260 0.0 0.0 0.0

Tajikistan July/June 285.0 124.0 409.0 590 38.0 38.0 0.0

Turkmenistan July/June 520.0 50.0 570.0 S00 0.0 0.0 0.0

Uzbekistan July/June 2605.0 0.0 2 605.0 2505 0.0 0.0 0.0

TOTAL 59 163.9 S924.3 65 088.2 63453 4 411.8 1 1 751.16.7

for Coonomte. piease see page 48

Foodcrops and Shortages, July 1995



THE WORLD BANK/IFC/M.I.G.A.

OFFICE MEMORANDUM

DATE: October 24, 1995 95OCT25 AN 9:34
RECEIVED

TO: Mr. James D. Wolfensohn, EXC 3EVEL0PMENT ErcONjIICS
XC ~~~V P it ~V7

FROM: Mark Baird, Acting DECVP

EXTENSION: 31666

SUBJECT: Relations with WTO

Mr. Bruno had two meetings with Jes~is Seade, Deputy Director-General of
WTO, over the Annual Meetings period. The first, which was also attended by Mr.
Boorman (IMF) and his staff constituted the first meeting of the Working Group on
Coherence in International Policy Making, Mr. Seade seemed surprised that the Bank and
the Fund had done any thinking on this matter, and asked to see their preliminary internal
documents. These have now been sent to him. He promised that the WTO would respond
setting out their view of coherence relatively soon. The deputies to the working party have
been asked to produce a draft report by March 1996, emphasizing the practical issues of
coherence that could be addressed, and the Working Group will meet again in April 1996.
The Fund and the Bank expressed the hope that the Working Group would complete its
work by that time, but Mr. Seade's view was that it would probably take significantly
longer.

The second meeting was on the Cooperation Agreement between the Bank
and WTO. This was a constructive meeting which made significant progress on a draft
agreement. However, major differences remain between the Bank and WTO over access to
the Development Committee and to the Bank's Executive Board. Mr. Seade felt that the
member governments of WTO would be unable to agree to any Cooperation Agreement
which did not give WTO access to restricted sessions of the Development Committee and
to at least some country-specific sessions of the Executive Board. Both issues caused the
Bank side some difficulty--the Development Committee because the new format does not
appear to be consistent with offering privileged status to WTO, and the Executive Board
because the Board itself showed some reluctance to admit WTO to country-specific
meetings. It was agreed that these matters would be reviewed after the WTO had discussed
them with the Fund, but we understand from the Fund that, when they did so, the Fund was
similarly unencouraging.

We have not yet heard from WTO how they wish to proceed following the
meetings. However, it now seems clear that we cannot complete the Cooperation
Agreement by November as originally planned. Mr. Bruno has asked IEC staff to keep in
contact with WTO and to explore with them ways in which the various matters might be
resolved. We will keep you informed.

c.c. Messrs.iMss. Frank, Kaji, Sandstrom, Lomax, Horiguchi (EXC),
Bruno (DECVP) o/r, Ahmed, Winters (IECIT)



The World Bank
Washington, D.C. 20433

U.S.A.

MICHAEL BRUNO
Vice President Development Economics
and Chief Economist

October 19, 1995

Ambassador Jesis Seade
Deputy Director-General
World Trade Organization
Centre William Rappard
Geneva
SWITZERLAND

Dear Jesiis,

Cooperation and Coherence

It was a great pleasure to see you again last week and to be able to advance on the fronts
of coherence and cooperation. I am sorry that time constraints precluded our spending longer on
them.

I gather that after I left the meeting, the Coherence Working Group agreed that we should
send you our preparatory work on coherence. I enclose this herewith. You will understand that it
was a private briefing note to me not intended for circulation even within the Bank, and I trust that

you will excuse its directness. However, since the meeting went well and we all wish to proceed
expeditiously, I feel comfortable in transmitting it to you.

I found our meeting on the Cooperation Agreement most useful and we look forward to
receiving your revised draft agreement as soon as convenient. On the outstanding issues of the
Development Committee and your attendance at country-specifia Board meetings, we agreed to

consider the situation once you had spoken further with the Fund.

As a general principle I suggest that we ask our deputies to look after the exchange of

documents and the initial stages of the discussion. Perhapsyou would ask your deputy to call Alan
Winters to let us know how matters stand with the Fund. They can then review the positions on
both coherence and cooperation and explore some options for moving forward.

It was good to see you in Washington and I look forward to our working further together.

Best wishes,

Yours sincerely,

Michael Bruno



Mr. Jes6s Seade 2 October 19, 1995

b.c.c. M. Ahmed, L.A. Winters

LAW:akw



Bank/Fund/WTO Working Group on Coherence
in International Policy Making

Background Note

L. Alan Winters

This note presents some initial thoughts about forthcoming discussions on
coherence in international policy making with the WTO and the Fund. It suggests a
working definition and operationalization of coherence, a list of some issues that might be
taken up under that heading and suggestions about how they might be handled
procedurally. It concludes with two proposals about the organization of the Working
Party.

I have discussed the situation with Ms. Kirmani of the Fund, but have heard
nothing from WTO except that they would like to discuss coherence during the Annual
Meetings period. I believe that, as per your letter to Mr. Seade of October 4, we should
just seek to delineate the activities of the Working Group and discuss procedure.

(A) Definition

The WTO agreement, Article II.5 states:

"With a view to achieving greater coherence in global economic policy making, the
WTO shall cooperate, as appropriate, with the International Monetary Fund and with the
International Bank for Reconstruction and Development and its affiliated agencies."

Despite a large amount of talk about and strong commitment t6 coherence, the
WTO has not yet offered any definition or suggestions about what it might entail. It is
obviously for them to offer their own definition in their own time, but it seems useful for
us to have something to offer for the meeting. 1

I can think of no better definition than that which the Fund is proposing in its
preliminary (and also confidential) paper:

"to define the achievement of greater coherence in global policymaking as
efforts by the three institutions, individually and collectively, to work
towards harmonious implementation of their common and complementary
objectives."

In the terms of this definition, the institutions are already pursuing coherence, but
one might accept that there is room to do more and that new issues will arise which fall
under its rubrics. Three important aspects of the definition are that



* it avoids specifying a new set of objectives under the heading of coherence;

" it avoids introducing new standards against which "coherent" policies should be
appraised; and

" it focuses on areas where the institutions have natural interfaces.

In operationalizing this definition we should also seek to keep coherence at the
level of broad objectives and systemic issues, leaving matters surrounding the consistency
of specific policy and advice under the rubric of the cooperation agreement.

The Bank and the WTO share one formal objective. The WTO is charged with
"raising standards of living, ensuring full employment, and a large and steadily growing
volume of real income and effective demand, and expanding production of and trade in
goods and services," while the Bank is enjoined to "promote the long range balanced
growth of international trade... by assisting in raising productivity, the standard of living
and conditions of labor in their territories."

In addition, the WTO has two formal objectives which match very closely with the
way in which the Bank interprets its role:

To allow "for the optimal use of the world's resources in accordance with
sustainable development, seeking both to protect and preserve the
environment, ....

"to ensure that developing countries... secure a share in the growth in
international trade commensurate with the needs of their economic
development."

In addition to these common objectives, the WTO's and Bank's roles are highly
complementary in a number of dimensions:

Both are concerned with trade liberalization, the Bank with unilateral
liberalization that need not be bound internationally, and the WTO with
multilateral liberalization which must be bound.

The Bank sees the international trading system as an essential tool for
development policy, while WTO sees it, more or less, as its raison d'itre.

The Bank assesses a developing country's trade policies in the course of its
standard economic work and makes recommendations upon it, while the
WTO undertakes an occasional formal review of international trade policy
under its Trade Policy Review Mechanism.

2



Both institutions undertake a certain amount of technical assistance which
generally is, and certainly should be, non-duplicative.

These common and complementary objectives leave plenty of scope for coherence
discussions.

(B) Possible Issues for Bank-WTO Coherence Discussions

The following list comprises mainly the issues on which the Bank might seek
WTO's assistance in attaining coherence. The section concludes, however, with one
potentially sensitive issue of which we must be careful.

1. Export Prospects for Developing Countries

Many countries' development strategies depend on export growth. Although most
of the responsibility for this falls on the developing country itself, the external environment
sometimes looks rather hostile. Among the industrial country policies that give this
impression are the long phase-out of the MFA, frequent anti-dumping actions, and high
agricultural protection. These barriers are all sanctioned by WTO and the Bank would be
helped in its mission if WTO could reduce the scope for them.

2. Developing Country Import Regimes

Developing country import regimes frequently entail undesirable policies that are
WTO-consistent--e.g., QRs for safeguards and balance of payments purposes, and anti-
dumping. The cover given to these policies by the GATT greatly complicates Bank efforts
at rationalizing them. On the other hand, however, Bank activities aid WTO's mission in
this area. Bank-led liberalizations improve access for exporters and offer significant
strengthening of the trading system. The prohibition of cross-conditionality precludes the
Bank from insisting that liberalizations be bound, but the B'ank strongly promotes WTO
membership.

In the context of membership, the negotiating aspect of the accession process can
lead governments to postpone liberalizations in order, they claim, to keep some
negotiating chips for that process. Similarly, some developing countries have held back
unilateral liberalizations in anticipation of the Round. Clearer credit for liberal policies--
for example, recognizing that binding a previous unilateral reduction of x% should be
equivalent to binding a reduction of x% that is conditional on similar action by trading
partners--would be useful.

3. Developing Country Export Regimes

Several countries--especially those in transition--have export restrictions. The
GATT is formally less concerned about these than about import restrictions and is, de



facto, rather relaxed about them. Again this hinders Bank efforts at rationalization in a
vital area of policy.

4. Regionalism

Neither the WTO nor the Bank is a great fan of regional trading blocs but neither
has completely castigated them. A coherent position would be very desirable if it could be
devised. This could extend beyond trade preferences to matters of deeper integration,
such as the harmonization of standards, tax coordination and factor movements.

5. Privatization

The Bank strongly encourages the commercialization or privatization of state
enterprises. Clearer assurance about how debt forgiveness will be treated under
countervailing duties law and how firms can attain market status under anti-dumping law
would be useful.

6. New Trade Disciplines

The Bank has a major interest and considerable experience in foreign direct
investment and may wish to have an input into any future negotiations in WTO on an
investment code. Similarly, the Bank has periodically advised countries on competition
nolicv and would have an interest in any restrictions that WTO members sought to
introduce in that area. Labor and environmental standards are issues which might
threaten the liberal trading environment. The Bank would hope to be able to contribute
directly to the debate in WTO in favor of liberalism and its developing country clients.

It is for WTO to define its own objectives under coherence, but I can think of one
sensitive issue that might arise.

7. Cross-conditionality

There may be a temptation to view Bank and Fund conditionality as a means of
aiding the implementation of the Uruguay Round. This is precluded by the prohibition of
cross-conditionality. What is not precluded, but which some developing countries had
apparently hoped to prevent, is that the Bank and the Fund go beyond the Uruguay
Round, by, for example, suggesting an accelerated timetable on services liberalization. We
must ensure that coherence and consistency do not prevent our doing this.

(C) Coherence Procedures

The Bank and WTO might pursue coherence at three levels. Day-to-day
cooperation and the exploration of common interests at the conceptual level would rely on
informal collaboration between working level staff of the two organizations. More
strategic issues would be handled at periodic senior staff and Heads of Institution

4



meetings. It has already been agreed that there will be regular senior staff meetings
(annually or perhaps more frequently at first) and the Heads of Institutions apparently ,
intend to lunch together every quarter. The Board, and WTO equivalent, might be
informed of the nature of these discussions and may offer advice on the issues concerned
where appropriate, but I would not envisage an active role for them.

At the highest, ministerial, level issues of coherence may figure in certain meetings
of the Development Committee, at which the Director-General of WTO might be invited
to speak, and at the WTO's Ministerial Conference, which might be addressed by the
Bank's President or his representative. We would expect to bring matters to this level
only after full discussion at the other levels.

(D) Next Steps

The Working Party needs to devise a timetable and an operating procedure for
itself. Given the seriousness of the issues it should not be rushed, but, on the other hand,
it is desirable that these issues be resolved in the relatively near future. I suggest the
following two fixed points:

(a) An agreed agenda should be produced by April 1996. I suggest
that the principals ask their deputies to present a draft discussion agenda by
March 1996 for final discussion and formal adoption in April around the
time of the Spring Development Committee. The deputies might exchange
preliminary drafts by, say, December.

(b) The Working Group should produce a report on coherence and
how it might be improved no later than October 1996. We should try to
avoid a formal agreement couched in legal form because coherence seems,
at least at present, to be so vague and changing a concept that no side is
likely to wish to bind itself significantly in such a fdrm. Thus substance is
more likely to be achieved by a less formal approach. We may not need a
full year to achieve agreement, but until the agenda is fixed, that cannot be
foretold. Several of the issues that might be discussed would require broad
discussion within the Bank for which we should allow ample time.

5
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THE WORLD BANK/IFC/M.I.G.A.

OFFICE MEMORANDUM
DATE; October 13, 1995

TO: Mr. Michael Bruno, DECVP

FROM: L. Ala s, Chief, IECIT

EXTENSION: 33845

suBJEcT: Meetings with WTO

I attach draft notes to file on our meetings with WTO on coherence and
cooperation. I also attach a draft letter from you to Jesds Seade briefly setting out the
next steps. I have consulted Masood on the latter.

Attachment

cc. M. Ahmed, IECDR

LAW~akw
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DRAFT

BANK/FUND/WTO MEETING OF THE WORKING GROUP ON COHERENCE

October 10, 1995

Working Group: Messrs. Boorman, Bruno and Seade
Deputies: Ms. Kirmani, Mr. Sampson (?), Ms. Schadler and Mr. Winters
Others in Attendance: Messrs. Boonenkamp, Gertler, Tait and Toplin

This meeting briefly discussed the definition of coherence. The Bank and Fund
proposed "to define the achievement of greater coherence in global policymaking as
efforts by the three institutions, individually and collectively, to work towards harmonious
implementation of their common and complementary objectives." WTO representatives
felt that this was useful insofar as it went, but said that it might not give sufficient
emphasis to the need to study interlinkages between specific policies in the areas of trade,
money and finance. They reported that they were examining the Ministerial Declaration
on coherence with a view to identifying specific issues that it entailed and that they thereby
hoped to infer a definition of coherence. After fairly extensive discussion it was agreed
that it would be useful to consider both definitional and specific aspects of coherence
simultaneously emphasizing the practical issues that can be addressed.

It was agreed that the next step should be for the Bank and the Fund to send the
WTO their preliminary views. These will be based on the analysis and discussions within
the Bank and the Fund in early October, and will be dispatched within a relatively few
days. WTO will respond to these papers and also, in due course, send their own proposals
about the content of coherence. It was agreed that the deputies should correspond and
meet as appropriate and that the Working Group should aim to consider a draft report
when it next reconvened in April 1996. It recognized that, if all went smoothly, it would
be desirable for the Working Group to approve a draft report earlier and to have it
reviewed within the various organizations by that time and also that, if coherence proved
more complex than anticipated, the April report would be only an interim one.

L. Alan Winters
October 12, 1995
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DRAFT

BANK/WTO MEETING ON COOPERATION AGREEMENT
October 10, 1995

Messrs. Seade, Sampson, Boonenkamnp and Gertler (WTO)
Messrs. Bruno and Winters (Bank)

This meeting was based around the draft agreement and analysis therefore sent by
Mr. Bruno to Mr. Seade on October 4, 1995.

In his introductory remarks Mr. Seade stressed the WTO's considerable disquiet
about being excluded from the restricted sessions of the Development Committee. He
said that this appeared to be a large step backwards in the access offered to WTO and that
WTO, from Ruggiero downwards, placed great store on redressing it. He did not seek
access to every restricted session, but to all those at which broad issues of economic
coherence were discussed. I believe he had in mind not only issues of international trade,
but also those such as debt, exchange rates and macro policy. Mr. Seade suggested that
we should seek to agree a form of words granting some measure of access to restricted
sessions of the Development Committee, which would then be operationalized by the
Executive Secretary issuing invitations to those sessions in which, bearing in mind WTO's
interests, he felt WTO attendance was appropriate.

The second introductory issue that Mr. Seade raised was the set of World Bank
Executive Board meetings to which the WTO would be invited. While recognizing the
desirability of WTO attendance when general issues of trade and trade policy were
discussed, he was very insistent that the WTO membership would not accept a deal that
failed to offer invitations to at least some country-specific meetings. Moreover, it would
probably not be acceptable to members that invitations to country-specific meetings be
handled under the rubric of "sympathetic consideration to each other others requests to
attend meetings of other bodies....". He felt that, in this important issue, explicit
recognition of WTO's right to attend was indispensable, even if they expected to exercise
it rather rarely,

In response Mr. Btno pointed out that it was not for the Bank to offer invitations
to the Development Committee, but that it would be prepared to convey WTO's wishes to
the relevant bodies. He pointed out the need for the Bank and the Fund to agree on the
situation in the Development Committee and noted the attractions of maintaining parallel
treatment of WTO on the Interim and the Development Committees. It was agreed to see
where the Fund-WTO negotiations emerged on these issues and to consider how further
to proceed in the light of this.
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On WTO attendance at country-specific Executive Board meetings, Mr. Bruno
pointed out that the Bank was constrained by the instructions it had received from the
Board when this matter was discussed. He explained that it would be desirable to avoid
going back to the Board. If we did have to go back to them, we should need very strong
reasons for them to revise their previous position. Among the factors that might count
would be that the Fund had agreed to admit WTO observers when country-specific
matters were discussed. Again, it was agreed to see how matters turned out in the WTO-
Fund discussions and then to consider future progress from that point.'

The WTO also brought up a number of minor drafting issues on the Bank's draft
agreement and it was agreed that the next step was for them to draft a revision based as
closely as possible on the Bank version, but with amendments where necessary. Among
the areas where we might expect changes in wording are:

1. Consultations: to rephrase the penultimate line of this paragraph to
broaden the scope from international trade to a wider set of issues.

2 (a) Attendance at Meetings: to excise the statement in paragraph 2 "and any
subsidiary and ad hoc bodies established by these organs" and to reach an understanding in
a accompanying letter that the Bank will continue to have access to ad hoc bodies on the
same basis as at present. (We shall need to devise careful wording to achieve this,)

2 (a) Attendance at Meetings: to introduce symmetric wording about attendance
at each others meetings: either both parties to "invite" the other, or both parties to grant
the other "observer status."

The general atmosphere of this meeting was constructive. I believe we can expect
a revised draft fairly quickly from WTO, but that the difficulties of the Development
Committee and attendance at Board meetings will take some time to solve. I think we
should now alert the President that it is extremely unlikely that we will get agreement in
time for the WTO's November General Council.

Next steps: Over the next week I shall

" telephone Gwy Sampson to see where the WTO stands on the two contentious
issues and on the timetable;

* explore with Alex Shakow the possibilities for offering more on the
Development Committee;

[I have since heard from Ms. Kirmani that the WTO-Fund talks reached closmure in neither of these
items. On the Development and Interim Committees Fund staff will explore the possibilitiw for meeting
WTO's wishes, while on attendance at country-specific Board meetings there appears to be a stalemate.
In the course of this WTO-Fund discussion, it became clear that it would be impossible to reach
agreemcnt in time for WTO's November General Couocil. This appeared to cause the WTO side no
serious concern.]

2
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" keep abreast of developments in the Fund; and

" prepare a brief note from you to the President.

Subsequently we should review WTO's draft an4 according to the state of negotiations,
start to think how we should approach the Board for more flexibifity.

L. Alan Winters
October 13, 1995

3
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DRAFT
LAWinters:akw

October 13, 1995

Ambassador Jesis Seade
Deputy Director-General
World Trade Organization
Centre William Rappard
Geneva
SWITZERLAND

Dear Jesfis,

Cooperation and Coherence

It was a great pleasure to see you again last week and to be able to advance on the

fronts of coherence and cooperation. I am sorry that time constraints precluded our

spending longer on them.

I gather that after I left the meeting, the Coherence Working Group agreed that we

should send you our preparatory work on coherence. I enclose this herewith. You will

understand that it was a private briefing note to me not intended for circulation even

within the Bank, and I trust that you will excuse its directness. However, since the

meeting went well and we all wish to proceed expeditiously, I feel comfortable in

transmitting it to you.
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I found our meeting on the Cooperation Agreement most useful and we look

forward to receiving your revised draft agreement as soon as convenient. On the

outstanding issues of the Development Committee and your attendance at country-specific

Board meetings, we agreed to consider the situation once you had spoken further with the

Fund.

As a general principle I suggest that we ask our deputies to look after the

exchange of documents and the initial stages of the discussion. Perhaps you would ask

your deputy to call Alan Winters to let us know how matters stand with the Fund. They

can then review the positions on both coherence and cooperation and explore some

options for moving forward.

It was good to see you in Washington and I look forward to our working further

together.

Best wishes,

Yours sincerely,

Michael Bruno

b.c.c. M. Ahmed, L.A. Winters
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Bank/Fund/WTO Working Group on Coherence
In International Policy Making

Background Note

L. Alan Winters

This note presents some initial thoughts about forthcoming discussions on
coherence in international policy making with the WTO and the Fund. It suggests a
working definition and operationalization of coherence, a list of some issues that might be
taken up under that heading and suggestions about how they might be handled
procedurally. It concludes with two proposals about the organization of the Working
Party.

I have discussed the situation with Ms. Kirmani of the Fund, but have heard
nothing from WTO except that they would like to discuss coherence during the Annual
Meetings period. I believe that, as per your letter to Mr. Seade of October 4, we should
just seek to delineate the activities of the Working Group and discuss procedure.

(A) Definition

The WTO agreement, Article 1II.5 states:

"With a view to achieving greater coherence in global economic policy making, the
WTO shall cooperate, as appropriate, with the International Monetary Fund and with the
International Bank for Reconstruction and Development and its affiliated agencies."

Despite a large amount of talk about and strong commitment to coherence, the
WTO has not yet offered any definition or suggestions about what it might entail. It is
obviously for them to offer their own definition in their own time, but it seems useful for
us to have something to offer for the meeting.

I can think of no better definition than that which the Fund is proposing in its
preliminary (and also confidential) paper:

"to define the achievement of greater coherence in global policymaking as
efforts by the three institutions, individually and collectively, to work
towards harmonious implementation of their common and complementary
objectives."

In the terms of this definition, the institutions are already pursuing coherence, but
one might accept that there is room to do more and that new issues will arise which fall
under its rubrics. Three important aspects of the definition are that
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* it avoids specifying a new set of objectives under the heading of coherence;

" it avoids introducing new standards against which "coherent" policies should be
appraised; and

" it focuses on areas where the institutions have natural interfaces.

In operationalizing this definition we should also seek to keep coherence at the
level of broad objectives and systemic issues, leaving matters surrounding the consistency
of specific policy and advice under the rubric of the cooperation agreement.

The Bank and the WTO share one formal objective. The WTO is charged with
"raising standards of living, ensuring full employment, and a large and steadily growing
volume of real income and effective demand, and expanding production of and trade in
goods and services," while the Bank is enjoined to "promote the long range balanced
growth of international trade... by assisting in raising productivity, the standard of living
and conditions of labor in their territories,"

In addition, the WTO has two formal objectives which match very closely with the
way in which the Bank interprets its role:

To allow "for the optimal use of the world's resources in accordance with
sustainable development, seeking both to protect and preserve the
environment, ..

"to ensure that developing countries... secure a share in the growth in
international trade commensurate with the needs of their economic
development."

In addition to these common objectives, the WTO's and Bank's roles are highly
complementary in a number of dimensions:

Both are concerned with trade liberalization, the Bank with unilateral
liberalization that need not be bound internationally, and the WTO with
multilateral liberalization which must be bound.

The Bank sees the international trading system as an essential tool for
development policy, while WTO sees it, more or less, as its raison d'etre.

The Bank assesses a developing country's trade policies in the course of its
standard economic work and makes recommendations upon it, while the
WTO undertakes an occasional formal review of international trade policy
under its Trade Policy Review Mechanism.

2
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Both institutions undertake a certain amount of technical assistance which
generally is, and certainly should be, non-duplicative.

These common and complementary objectives leave plenty of scope for coherence
discussions.

(B) Possible Issues for Bank-WTO Coherence Discussions

The following list comprises mainly the issues on which the Bank might seek
WTO's assistance in attaining coherence. The section concludes, however, with one
potentially sensitive issue of which we must be careful.

I. Export Prospects for Developing Countries

Many countries' development strategies depend on export growth. Although most
of the responsibility for this falls on the developing country itself, the external environment
sometimes looks rather hostile. Among the industrial country policies that give this
impression are the long phase-out of the MFA, frequent anti-dumping actions, and high
agricultural protection. These barriers are all sanctioned by WTO and the Bank would be
helped in its mission if WTO could reduce the scope for them.

2. Developing Country Import Regimes

Developing country import regimes frequently entail undesirable policies that are
WTO-consistent--e.g., QRs for safeguards and balance of payments purposes, and anti-
dumping. The cover given to these policies by the GATT greatly complicates Bank efforts
at rationalizing them. On the other hand, however, Bank activities aid WTO's mission in
this area. Bank-led liberalizations improve access for exporters and offer significant
strengthening of the trading system. The prohibition of cross-conditionality precludes the
Bank from insisting that liberalizations be bound, but the Bank strongly promotes WTO
membership.

In the context of membership, the negotiating aspect of the accession process can
lead governments to postpone liberalizations in order, they claim, to keep some
negotiating chips for that process. Similarly, some developing countries have held back
unilateral liberalizations in anticipation of the Round. Clearer credit for liberal policies-
for example, recognizing that binding a previous unilateral reduction of x% should be
equivalent to binding a reduction of x/o that is conditional on similar action by trading
partners--would be useful.

3. Developing Country Export Regimes

Several countries--especially those in transition--have export restrictions. The
GATT is formally less concerned about these than about import restrictions and is, de

3
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facto, rather relaxed about them. Again this hinders Bank efforts at rationalization in a
vital area of policy.

4. Regionalism

Neither the WTO nor the Bank is a great fan of regional trading blocs but neither
has completely castigated them. A coherent position would be very desirable if it could be
devised. This could extend beyond trade preferences to matters of deeper integration,
such as the harmonization of standards, tax coordination and factor movements.

5. Privatization

The Bank strongly encourages the commercialization or privatization of state
enterprises. Clearer assurance about how debt forgiveness will be treated under
countervailing duties law and how firms can attain market status under anti-dumping law
would be useful.

6. New Trade Disciplines

The Bank has a major interest and considerable experience in foreign direct
investment and may wish to have an input into any future negotiations in WTO on an
investment code. Similarly, the Bank has periodically advised countries on comnetition
plicy and would have an interest in any restrictions that WTO members sought to

introduce in that area. Labor and environmental standards are issues which might
threaten the liberal trading environment. The Bank would hope to be able to contribute
directly to the debate in WTO in favor of liberalism and its developing country clients.

It is for WTO to define its own objectives under coherence, but I can think of one
sensitive issue that might arise.

7. Cross-conditionality

There may be a temptation to view Bank and Fund conditionality as a means of
aiding the implementation of the Uruguay Round. This is precluded by the prohibition of
cross-conditionality. What is not precluded, but which some developing countries had
apparently hoped to prevent, is that the Bank and the Fund go beyond the Uruguay
Round, by, for example, suggesting an accelerated timetable on services liberalization. We
must ensure that coherence and consistency do not prevent our doing this.

(C) Coherence Procedures

The Bank and WTO might pursue coherence at three levels. Day-to-day
cooperation and the exploration of common interests at the conceptual level would rely on
informal collaboration between working level staff of the two organizations. More
strategic issues would be handled at periodic senior staff and Heads of Institution

4
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meetings. It has already been agreed that there will be regular senior staff meetings
(annually or perhaps more frequently at first) and the Ieads of Institutions apparently
intend to lunch together every quarter. The Board, and WTO equivalent, might be
informed of the nature of these discussions and may offer advice on the issues concerned
where appropriate, but I would not envisage an active role for them.

At the highest, ministerial, level issues of coherence may figure in certain meetings
of the Development Committee, at which the Director-General of WTO might be invited
to speak, and at the WTO's Ministerial Conference, which might be addressed by the
Bank's President or his representative. We would expect to bring matters to this level
only after fMll discussion at the other levels.

(D) Next Steps

The Working Party needs to devise a timetable and an operating procedure for
itself. Given the seriousness of the issues it should not be rushed, but, on the other hand,
it is desirable that these issues be resolved in the relatively near future. I suggest the
following two fixed points.

(a) An agreed agenda should be produced by April 1996. I suggest
that the principals ask their deputies to present a draft discussion agenda by
March 1996 fbr final discussion and formal adoption in April around the
time of the Spring Development Committee. The deputies might exchange
preliminary drafts by, say, December.

(b) The Working Group should produce a report on coherence and
how it might be improved no later than October 1996. We should try to
avoid a formal agreement couched in legal form because coherence seems,
at least at present, to be so vague and changing a concept that no side is
likely to wish to bind itself significantly in such a form. Thus substance is
more likely to be achieved by a less formal approach. We may not need a
full year to achieve agreement, but until the agenda is fixed, that cannot be
foretold. Several of the issues that might be discussed would require broad
discussion within the Bank for which we should allow ample time.

5



October 17, 1995

Note to Ms. Rachel Lomax

Rachel,

Reply to Mr. Ruggiero's Letter on Net Food Importing Countries
and the Uruguay Round

The attached reply comprises:

a brief personal letter from Mr. Wolfensohn to Mr. Ruggiero
summarizing our position;

a note spelling out the position slightly more fully and answering Mr.
Ruggiero's questions directly; and

an appendix to the note describing the Bank's response to food price
rises in general, included largely to demonstrate our concern for net
food importers even though we think the Uruguay Round will hardly
affect them.

We have disaggregated the reply in this way in order to make the letter
more personal while giving Mr. Ruggiero a policy note he can circulate to his
Committee on Agriculture. We have titled the note, however, to make it specific
to this correspondence rather than appear as a free-standing policy note.

Masood Ahmed

cc: Messrs. Michael Bruno, Alan Winters



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

JAMES D. WOLFENSOHN
President

October 17, 1995

Mr. Renato Ruggiero
Director-General
World Trade Organization
Geneva
SWITZERLAND

Dear Renato:

Thank you for your letter of 5 October regarding the Uruguay Round Decision on
Measures Concerning the Possible Negative Effects of the Reform Programme on Least-
Developed and Net Food Importing Countries.

The Bank is, as a matter of course, attentive to the problems of the Net Food
Importers, monitoring their situation both in the context of world grain markets and through
its regular country dialogue. It recognizes that increases in world food prices both raise the
financing needs of net food importing countries, and create new opportunities for investment
that will contribute to their longer-term development.

Overall, however, we do not expect the Uruguay Round to have a large impact on
world food prices, so that given the current range of borrowing facilities and the Bank's
current lending headroom, we are confident that we can meet any Round-related demand for
adjustment lending on IBRD terms. The Bank's ability to assist the poorest countries on
concessional terms, on the other hand, will depend upon the willingness of member
governments to replenish IDA. Unless donor countries maintain a reasonable level of
support for IDA, the Bank's ability to assist poor countries facing serious adjustment
pressures from food price rises, or any other causes, will be severely diminished.

The attached brief statement sets out the Bank's position a little more fully and
answers your four specific questions directly. Among the points it makes is the value I place
on the co-operation between the Bank and WTO on this and other matters.



Mr. Renato Ruggiero -2- October 17. 1995

Please contact me if you or the Committee on Agriculture would like more
information on the analyses prepared by the Bank on the implications of the Round on world
food prices, food aid or the welfare of the net food importing countries.

Looking forward to our next meeting.

Sincerely yours,

James D. Wolfensohn

Attachments



Mr. Renato Ruggiero -3- October 17.1995

bcc: Messrs./Mme. Lomax, Horiguchi (EXC), Bruno (DECVP), Shakow (OPRDR),
Ahmed, Winters (IEC)

Mme. Aniba (EXC)

WMartin/LAWinters:akw



The World Bank's Contribution to Follow-up on the Uruguay Round Decision
on Measures Concerning the Possible Negative Effects of the

Reform Programme on Least-Developed and
Net Food Importing Countries.

Response to Mr. Ruggiero's Questions of 5 October. 1995

The World Bank is attentive to the problems of the Net Food Importers,

monitoring their situation both in the context of world grain markets and through its

regular country dialogue. It recognizes that increases in world food prices both raise the

financing needs of net food importing countries and create new opportunities for

investment that will contribute to their longer-term development. It is important to note,

however, that, based on analysis conducted within the Bank, the WTO and other

organizations, the Bank believes that the impact of the Uruguay Round on world food

prices will be very small, especially relative to their normal fluctuations.'

Given the small size of the shock and the Bank's substantial headroom above

current IBRD loans outstanding, it seems clear that the Bank will be in a position to meet

any conceivable demand generated by the Round for loans on IBRD terms. Its ability to

assist the poorest countries on concessional terms, on the other hand, will depend upon

the willingness of member governments to replenish IDA. Unless donor countries

maintain support for IDA. the Bank's ability to assist poor countries facing serious

adjustment pressures from food price rises, or any other causes, will be severely

diminished.

The recent sharp increases in vorld grain prices are not due to the Uruguay Round. deriving. instead,
from factors such as crop failures and low stock levels.



The Bank's responses to the four specific questions posed in Mr. Ruggiero's letter

of 5 October, 1995, are as follows:

(i) In general, the priority that a country receives for World Bank

lending is determined by its overall need and the contribution that the

Bank can make to its long term development. These are assessed paying

regard to both country-specific and global factors. For example, if as a

result of the conclusion of the Uruguay Round a country were to undertake

a sound liberalization of its agricultural or trade policies, and if it required

assistance in dealing with the resulting transition costs, support would be

forthcoming because of the contribution of liberalization to development.

(ii) The conditionality associated with World Bank lending is designed

to facilitate the successful outcome and high development impact of the

project or policy reform in question. Thus relaxing or waiving

conditionality is more likely to hinder than to help economic and social

development. Conditionality is central to achieving effective adjustment,

and the Bank should lend only against sound projects and effective

adjustment programs.

(iii) The range of facilities available from the World Bank, the

International Monetary Fund and the World Food Program is summarized



in the appended paper on "Coping with Rising World Grain Prices."

Given this range, it does not seem necessary to establish a special Uruguay

Round adjustment facility. Even though there may be important impacts

of the Round on particular net food importing countries, these will become

evident in the context of the Bank's ongoing dialogues with member

countries and the total borrowing needs they give rise to are likely to be

very small relative to the potential lending of the international financial

institutions. Moreover, any funds allocated to such a special facility

would necessarily be subtracted from those available for the countries

with the greatest overall need.

(iv) The World Bank welcomes dialogue with the WTO on identifying

areas in which they can be of assistance to Bank member countries. In

terms of immediate co-operation, it places particular value on the

collaborative research currently being discussed by staff of the Bank and

the WTO Secretariat on the implications of the Uruguay Round for

Africa--a region where net food importing problems loom particularly

large.

IECIT/1O-16-95



August 10, 1995

COPING WITH RISING WORLD GRAIN PRICES'

World grain prices have risen sharply over the last several months and further
price increases are possible because of low world stocks and poor growing
conditions in several major producing regions. High prices are expected to last
for the next year and possibly the next two years. The price increases will
significantly raise import costs for many countries. For example, the cost of
wheat imports in 1995 would rise by 60% from 1994 levels based on recent
price increases and lower export subsidies from major exporters. This note
discusses issues and options to assist countries to deal with the situation.

Introduction

An unusual combination of events have come together to make grain prices rise sharply this
year. These events include: (i) the lowest level of world grain stocks relative to consumption
since 1974; (ii) higher fertilizer prices during the recent planting season in the northern
hemisphere which will reduce yields; and (iii) a poor start to the growing season in the United
States, China, and Russia. This situation occurs at a time when a drought has reduced food
production by nearly one-third in some countries in southern Africa; many of the Republics of
the FSU are relying on food aid to offset collapsing food production; and food aid availability
is declining.
Wheat prices have increased from $3.42/bushel in March to a recent high of $4.85 for
December futures, an increase of 42 percent. Corn futures prices have increased from
$2.55/bushel in March to $3.00. Rice prices have increased by $40/ton in just the last month
due to strong demand and low rice stocks for export in Asia. Further price increases can be
expected if the growing conditions do not dramatically improve. Current price increases will
lead to higher import costs for many countries and higher prices will also reduce the availability
of export subsidies from major exporters. For example, the f.o.b. price of US wheat has
increased from $140/ton in March 1994 to $159/ton in June 1995 and the US export subsidy has
declined from $49/ton to $14/ton.

This note is intended to provide information about programs available from the IMF, the World
Bank and the World Food Programme to deal with a sharp rise in grain prices such as we are
now experiencing. These facilities should be relied upon to assist countries to cope with rising
grain import costs rather than allowing countries to pursue policies which can cause longer term
damage to investment programs and economic growth, such as export restrictions, or to allow
hunger and malnutrition to increase.

Technical staffs from the World Food Program (WFP), the Food and Agriculture Organization of
the United Nations (FAO). the International Monetary Fund (IMF), and the World Bank (WB) have
formed an informal coordinating committee to monitor the situation. This note was prepared by Hans
Binswanger (AGRDR) and Donald Mitchell (IECCP) under the direction of Alex McCalla (AGRDR).
Numerous staff from the WB, IMF, FAO and WFP commented or contributed to Lhis note, but any errors
or omissions are the responsibility of the aulhors.
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Which Countries Will Be Most Affected

Nearly all developing countries import grain and will be affected. At this stage the price
increases have been largest in wheat and those countries who import wheat will be most affected.
However, maize and rice prices have also begun to increase and are expected to continue
increasing. Beyond the general increase in import costs, those countries which also have
production problems will be severely affected. (FAO's estimates of import requirements for
individual countries are attached to this document.)

The early warning systems of FAO and USDA indicate that countries in southern Africa and
northern Africa have severe problems this year. The most severe production problems are in
southern Africa where widespread drought has adversely affected foodcrop production according
to FAO/WFP Crop and Food Supply Assessment Missions. The aggregate 1995 cereal output
in the 11 Southern Africa Development Community (SADC) member countries is estimated.to
be about one-third below the previous year's harvest and 20 percent below normal. Production
in northern Africa is also poor with the winter grain crop now being harvested expected to be
sharply below average in Morocco and Tunisia, while Algeria expects an above normal crop and
Egypt expects to harvest a record crop. Morocco has been hit by the worst drought in decades
according to the FAO.

Policies to Insure Food Access of the Poor During a Spike

Poor consumers spend over 70 percent of their income on food in many low income countries.
In such countries, it is appropriate to partially insulate the poor from the international food price
rises or compensate their purchasing power to insure access to food and prevent hunger.
Appropriate domestic mechanisms could include employment generation programs or well
targeted food subsidies for the poor. Government held food stocks could be released into the
market in order to limit price rises and the government could partially finance imports. Food
availability can also be increased via additional concessional imports or food aid. Unfortunately
a commodity boom often reduces the quantity of food aid available. Where prices of other
tradable foods which are important to the poor, such as sugar, are protected, trade could be
liberalized to reduce domestic prices and provide a compensating increase in purchasing power.
If such options and programs are not used, countries are likely to resort to more drastic means,
such as export restrictions, or subsidization of food prices with adverse macroeconomic
consequences.

Care must be taken in short-term food price spikes to make sure that both purchasing power of
the poor and the food supply are increased simultaneously. If purchasing power alone is
increased (e.g. through food stamps), then food prices will inflate and the consumption effect
will be minimal. If food supply alone is increased (through commercial imports or monetized
food aid), prices may not rise but the poor will still lack the purchasing power to buy the food.
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Food Aid

Food aid is available to help some countries which suffer a severe drought or other
problems which create a food import requirement. However, the quantities of food aid are not
sufficient to meet the import needs of many countries. In 1994, only 5 percent of world grain
imports were shipped as food aid. Among developing countries, food aid provided 11 percent
of grain imports. Most of the food aid is being used for refugee and emergency relief, which
reduces food aid available to help countries experiencing droughts or countries with greater than
normal need due to rising world market prices.

Food aid is distributed through bilateral and multilateral channels, with bilateral deliveries
typically accounting for about two-thirds of food aid and the remaining deliveries through
multilateral channels. The World Food Programme accounts for most of the food aid delivered
through multilateral channels. In 1994, the World Food Programme delivered 4.0 million tons,
of which 1.5 million tons were procured in developing countries. The WFP also handles the
shipment of food for many bilateral donors on a contract basis. The availability of food aid this
year and for the foreseeable future is expected to decline due to budget reductions of the major
donors.

IMF Assistance in the Event of a Cereal Price Shock

The IMF is the lead organization in providing balance of payments financing, including increases
in the cost of cereal imports. The IMF has two basic modes of providing financial assistance
to member countries in the event they experience balance of payments difficulties resulting from
a rise in international cereals prices: a) the Compensatory and Contingency Financing Facility
(CCFF) and b) Fund arrangements.

Compensatory and Contingency Financing Facility (CCFF)

The CCFF is a special facility that provides financial assistance to members experiencing balance
of payments difficulties arising from shortfalls in export receipts or excess cereal import costs.
Recent purchases under the cereal element of the CCFF have been made by Algeria, Moldova,
and South Africa. The "response time" for a case involving a CCFF purchase request could be
as quick as two or three months and a purchase can be in anticipation of a projected excess in
cereal import costs.

To qualify for compensatory financing, the excess in cereal import costs must be temporary,
largely beyond the control of the member, and result in a need for balance of payments
financing. The allowable amount of a purchase request under the CCFF is the lesser of the
compensable cereal import cost excess and the applicable access limit under the facility. The
compensable excess is the amount by which the value of cereal imports in the "excess year"
exceeds the arithmetic average of the value of cereal imports for the five-year period centered
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on the excess year. Access limits under the facility vary depending on whether the member's
balance of payments difficulties extend beyond the source of the shock and whether the member
has a satisfactory record of cooperation with the Fund. If the member's balance of payments
position is satisfactory apart from the excess cereal import costs, access under the cereal element
is up to 65 percent of the member's quota. If the member's balance of payments difficulties
extend beyond the excess cereal import costs, access is limited to 15-35 percent of quota,
depending on the member's record of cooperation with the Fund and the strength of the
member's economic policies.

Repurchase terms and charges under the CCFF are the same as those under the credit tranches:
Repurchases are due 314 to 5 years after a purchase is made, and the rate of charge is equal to
the rate of charge on the Fund's general resources, currently about 5 percent per annum.
Purchases under the CCFF are additional to resources available under Fund arrangements.

Fund Arrangements

Balance of payments assistance can also be provided under stand-by or extended arrangements
and, for low income countries, under the Enhanced Structural Adjustment Facility (ESAF),
which provides resources on concessional terms. Fund arrangements can provide for flexibility
in the case of unanticipated external terms of trade shocks, such as higher prices for cereal
imports, through the inclusion of a contingency mechanism and/or through augmentation of
access under an arrangement.

Contingency mechanisms normally provide for a combination of financing and adjustment in
policies in the event of unanticipated exogenous developments. For example, in the case of
higher-than-programmed import costs owing to a sharp rise in world cereals prices, a program
could allow for automatic adjustment in program targets to accommodate all or some proportion
of the increased import costs. The Fund's Executive Board has stressed the importance of
greater use of contingency mechanisms to protect programs against adverse shocks (as well as
to preserve some of the gains of favorable shocks). Since 1990, such mechanisms have been
included in ten ESAF arrangements. Of these, Lesotho had a contingency mechanism related
to cereal import costs.

The Fund also stands ready to consider augmenting access order Fund arrangements on a timely
basis, when appropriate, to help countries meet adverse exogenous shocks. In such a case, the
country authorities and the Fund would reassess the adjustment and financing needs as the
program unfolds, either at the time of a mid-term review or at the request of the member. In
reviewing access, the availability of additional donor financing (including food aid) to cope with
the shocks is taken into account. Thus far, there have been seven cases of augmentation access
under ESAF arrangements, including for Mozambique in 1992 related to maize imports.
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World Bank Assistance with Food Availability

The Bank can also assist in increasing the financing capacity of countries to import foods, but
its role is usually a subsidiary one to the IMF. The Bank has been able to facilitate overcoming
food shortages or high food prices in a number of ways. This is not outside its mandate,
especially not in cases where a country needs to import food because of a specific combination
of events, and where failure to do so can derail hard-won improvements in macro-economic
management and sectoral policies.

The most common Bank action in the face of food shortages caused by drought has been to
modify project expenditures in order to facilitate a country's capacity to deal with a drought.
In this case, the government and the Bank agree to reallocate funds in existing projects to
finance actions needed to respond to the drought. In most cases, this does not include direct
purchase of food, but since the funds are often in foreign exchange, which is fungible,
governments are often able to indirectly use the funds to fnance food. More often the funds are
used to finance transport, storage, spare parts, water supply or other uses important to the
movement or utilization of food. Examples of this were common in the Bank's response to the
southern Africa drought in 1992.

Economic Recovery Loans (ERLs) often come after the event, but are usually used to finance
transport, seeds, fertilizer, etc. which facilitate the capacity of the country or affected farmers
to prepare for the following year's crop. Such loans or credits have been used in Ethiopia,
Kenya, Somalia and Sudan. They were used during the 1974 and 1985 droughts in the Sahel
and Horn of Africa.

The sizeable Economic Recovery Credit for Zimbabwe, as a part of the Bank's response to the
1992 drought ($200 million, combined with other funds reallocations to total roughly $350
million) was used to deal with multiple elements of the response to the drought. Probably the
major contribution of the Bank's total financing for that operation, however, was that it provided
balance of payment support (at least indirectly) that enabled government to do many things,
including import food that were not an explicit part of the project. In fact, a major motivation
for the Bank's action was to sustain the structural adjustment program that was just starting.

A very important benefit of Bank actions has not been the direct elements financed, but the
indirect element of providing balance of payments support, which enables countries to import
food, medicine and other essentials, which are often driven out by the loss of exports and need
for emergency imports, which characterize drought periods or international food price spikes.

Also, the Bank could structure many of its projects, especially in agriculture and in drought-
prone areas, so that they could be expanded or modified to help the project area cope with the
drought. There could be specific project components that would only be activated in case of
droughts. This would enable a country to begin to act at the early stages of the drought and stay
with the local communities throughout the drought. Most of our projects tend to be wiped out,
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or seriously set back by droughts (Sudan is an example).

Finally, an important action the Bank can take in the future is to build drought planning into its
country strategies in countries where droughts are relatively frequent. In such cases, the Bank
should have a clear policy about what preparation it will support before these events occur, what
it will do in the case of droughts of different magnitudes, and what it will do for recovery. At
present, most Bank concern is with the latter. Droughts are treated as an unexpected event
which they are not in many drought-prone countries. In fact, growth projections for such
countries should consider the impact of droughts.

World Food Programme Assistance

The World Food Programme, the food aid arm of the United Nations, responds to emergency
needs caused by food price hikes or other disruptions in food supply and access. WFP works
to combat acute hunger by organizing fast delivery of relief food to people affected by natural
or human disasters and promotes long-term development in poorest countries by supplying
targeted food aid in support of activities to enhance human resources and physical infrastructure.

To prevent hunger and starvation, WFP stands ready to identify needs, and in collaboration with
host governments and other agencies, to help supply food to distressed populations at the outset
of an emergency. This can be achieved through the distribution of emergency food rations to
targeted populations, implementation of supplementary feeding programmes, assistance in
drawing down emergency food reserves, and/or in the form of (food) wages transferred to
participants of labour-intensive work projects.

WFP also devotes equal attention to the importance of laying the foundation for longer-term
development, by fostering conditions for human and capital asset enhancement during and after
major emergencies. In many countries, the return and resettlement of refugees and internally
displaced people is dependent on WFP assistance. Labour-intensive work programmes support
the reconstruction of infrastructure, the restoration of basic services and training activities that
promote greater food security and self-reliance.

Donor Coordination

An important contribution in times of impending emergency, such as the drought in Southern
Africa in 1992-93 is the willingness of institutions, such as the World Bank, WFP, FAO,
SADAC, USAID and the United Nations High Commission for Refugees (UNHCR) to move
quickly and to coordinate their efforts. In the face of the impending 1992 drought in Southern
Africa, all of these agencies sent early assessment teams to the Southern Africa region to assess
the situation, determine the nature of the food and financial resources necessitated by the
drought, to analyze the logistical problems and capabilities of the affected countries, and to
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organize timely donor meetings to ensure the projects were in place and that the needed
resources were available.

As a result of their joint efforts--which reflected a willingness by countries and agencies to
shorten and coordinate their individual actions in an effort to match the Regional problem with
an appropriate response--more than ten million tons of additional food and over $800 million in
financial resources were put in place in advance of the worst impacts of the drought. As a
result, the 1992 drought, while it had serious adverse effects on Southern Africa, did not result
in famine. Few if any lives were lost as a direct result of the drought.

The importance of early and effective coordination is as much attitudinal as it is process.
Agencies need to reinforce existing processes by quick and accurate assessments and a
willingness to subordinate processes and procedures to the need for early and effective actions.
In the case of the South African drought, the World Bank was prepared to put its staff and
financial resources at the service of higher coordinated responses and to support and advise the
actions of others.

Contacts

For additional information on specific programs or facilities, please contact:

Mr. Hans Binswanger
Senior Agricultural Policy Adviser
Agriculture & Natural Resources Department
The World Bank
Tel: 202-473-1871

Ms. Ann McGuirk
Chief, Special Facilities and Issues Division
Policy Development and Review Department
International Monetary Fund
Tel: 202-623-8363

Mr. Patrick Webb
Policy Analyst
Policy and Public Affairs Division
World Food Programme
Tel: 39-6-5228-2622
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ESTiMATED IMPORT REQUIREMENTS OF CEREALS: LOW-INCOME FOOD-DEFICIT Countries 1/(Thousand tons)

(a) Estimates for 1994/95 or 1995

1993/94 or 1994 1994/95 of 1995

Actual imports Import position

COUNTRY Marketing Total

year import

Total require- Total Food aid

Commercial Food aid commercial mentz commercial allocated Commercial

purchases and aid (excluding and aid committed purchases

re-exports) or shipped

APR ICA 18229.3 4 309.7 22 539.0 20 750 18 865.7 3 150.8 15 714.9

Northern Africa 10777.0 325.9 11 102.9 10 605 10698.2 226.4 10 471.8

Egypt JulyiJune 7 921.2 181.7 8 102.9 8 505 8 598.2 1582 8439.4

Morocco Jutyllune 2855.8 1442 3000.0 Z 100 2100.0 67.6 2032.4

eastern Africa 2 299.5 2 173.8 4 473.3 2 859 2 129.0 1 Z35.5 893.5
Burundi JanjDec. z9.9 96.0 125.9 46 11.9 12.9 0.0
Comoros laniDec. 36.9 6.1 43.0 44 4.6 .3 W.

Djibouti JaniDec. 113. 10.6 IZ4.4 82 20.9 8.9 12.0

Eritrea landDec. 83.0 Z87.2 370.2 50 :9.6 29.6 0.0

Ethiopia 2/ JandDec. 53.0 923.1 976.1 964 495.9 4953 0.1

&eya July/June 1365.8 300.4 1 666.2 90 586A 156.1 4301

Rwanda Janioc. 0.0 199.4 199.4 131 "Z0.7 2:0.7 0.0

Somalia July/June 1 34.1 88.0 122.1 295 136J 66.4 70.3

Sudan NoiJOct. 445.4 Z19 2 664A 475 137.0 55.4 81.6
Tanzania Jun/mav 118.6 19.3 137.9 135 434. 145.9 288.9
Uganda IaniDec. 19.0 24.5 43.5 47 49.3 41.5 7.8

Southern Africa 1 031.9 952.2 1 984.1 2651 Z 710.7 973.8 1736.9

AnSola Aprii/Marca 59.9 193.1 .53.a 560 560.0 i96.7 263.3

Lcouano Apni/Marca Z14.3 -S.1 242.4 204 204.0 3Z.0 171.0

Madagascar JanjDec. 81.4 33.2 114A 178 200.4 3.4 177,0

M~aiawi Apri/Marcb 84.3 1602 245.1 493 492.0 279. 1Z.
Mozambique May/Aril 109. 4373 547J 600 600. 3242 .75A

Swaziland May/Apri 47.1 22.0 69.1 76 76.0 8.7 67.3

Zambia May/Apri Z.9 8.8 11.7 390 390.0 3.9 386.1

Zimoanwe April/Marca 432.3 68.4 500.7 150 188.3 52 183.1
Western africa 3 470.2 744.9 4 215.1 4 092 2 869.5 607.6 2 261.9

Cassfai countries 2330.4 502.1 2832.5 2 693 2 2S1.7 357.0 1 894.7

Benin JanjDec. 80.3 17.4 97.9 96 98.5 12.3 86.1
Cote d'voire July/June 332.3 47.6 380.4 500 500.0 6. 437.7

Ghana Oct.SCpL 169h 1414 3112 Z75 2744 91.3 131.7

Guinea JanjDec. 121.4 85.6 :07.D 182 14.1 0.0 14.1

Liberia JanaDem. 31.4 168.4 1992 Z40 176.0 165.0 11.0

Nigera JulyvJunc 1383.4 0.0 1383.4 1 100 1 100.0 0.0 1100.0

Sierra Leone IanJDcc. 125.1 34.0 159.1 17Z 44.4 22.5 21.9
Togo JanJDec. 86.2 7.5 93.7 123 44.2 3.1 41.1

Sabefian countries 1139.5 242.3 1 382.6 1 399 617.8 250.6 367.2
Bumzina Faso NovjOct. 1Z2.6 35.5 138.1 110 SZ.D 42.5 9.5

Cape Verde JanjDec. 24.9 64.0 88.9 90 88.3 83.4 4.9

Cbad NoviOcL 78.7 13.2 91.9 50 :5.9 2.7 3.2

Gambia NovJOct. 69.0 5.5 74.5 74 19.- 4.0 15.2

Guinea Bissau Jan Dem. 49.1 3.9 53.0 65 12.0 6.3 5.7
Mali NovjOct. 6Z.S Z3.6 86.1 60 13.2 11.3 1.4

Maurtania NovjOct. 161.4 46.3 ,07.7 190 127.4 45.8 81.6
Niger NovojOct. 84.5 24.0 108.5 90 41. 18.6 :2.6

Senegal NoviOct. 487.1 Z6.8 513.9 070 -38. IS.5 .Z3.1

Central Africa 650.7 112.9 763.6 543 458.3 107.5 350.3

Cameroon JulvJune 370.7 2.7 373.4 :10 '0 .0 !.9 207.1

Ccnt.Afr.Rep. ScpcJAug. 33.8 1.2 35.0 30 11.3 0.8 10.5

Congo Julylunc 8*.7 1.7 88.4 90 90.0 33.9 56.1
EcA Guinea JantDec. 7.Z 2.8 10.0 11 3.3 3.3 0.0

Sao Tome Jan.jDcc. 1.8 8.4 10.2 12 4.7 .5 .

za_ r I JlanDcc. 1505 96. 1466 too 90 . 74.9 ,

Foodcrops and Shortages. July 1995
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ESTIMATED IMPORT REQUIREMENTS OF CEREALS: LOW-INCOME FOOD-DEFiCIT Countries 1/(Thouaand tons)

(a) Estirnates for 1994/95 or 1995 (contd)

1993/94 or 1994 1994/95 or 1995

Actual impors Curent import position
COUNTRY Markcung ____ _ ___ _____ Tota ____

)ear import
Total require- Total Pood aid

Commercial Food aid commercial men(a commerial allocated Commercial
purcases and aid (ealuding and aid commiued pwbasies

re-exports) or shipped

ASIA 28 856.7 1879.1 30 735.8 41 833 41 633.0 2074.1 39558.9
Afgbanistan JUIy/Jiune 1015.4 64.6 1000.0 1150 1150.0 ISL7 9981
Banladish July/#unA 54S.9 6S4.1 1 290.0 2411 2411.0 %3. 1 47.2

Bhutan JulyJune 29.0 1.0 30.0 32 322 02 320
Cambodia JanJDw. 150.2 29.8 180.0 200 69.9 64.0 59
China 3/ July/June 14 144.8 1191 14264.0 23 000 23003.2 4.0 2779.2
India JuWlJune 266.8 295.2 562.0 150 177.0 90t. 79.0
Indasia April/March 3012.4 97.5 3109.9 3940 5215.0 32.2 1.8
Jordan JulyV3une 1345.1 220.9 1566.0 1717 1717.0 128.8 1588.Z
Laos JanDec. 193.7 123 296.0 70 0.8 U. 0.0
Maldies JanJDm. 49.9 1.4 51.3 36 4.4 0.0 4.4
Mongoia OctScp. 0.0 25.0 25.0 140 12.7 1L7 1.0
Nepal Julyelte 52.5 14.5 67.0 137 137.0 14.7 .3
Palistan4/ Ma,#Apni 2215.0 0.0 2215.0 2500 2500.0 213 2478.2
Philippines Julyhune 2278.0 45.8 2323.8 2500 2526.7 108.7 2418.0
Sri Lania JaniDec. 853.8 209.8 1063.6 1200 61.5 14L1 510.4
Spia JulyJuine 932.8 59.4 992.2 690 690.0 45.4 644.6
Yemn JanjDec. I 77L4 28.6 1800.0 1960 1334.6 67.2 1267.4

CENTRALAMERICA 2125.3 680.7 2 806.0 3 GaS 1628.3 272.6 2355.7
Dormnican Rep. JandDec. 1156.8 L7 11585 868 499.0 2 496.S
El Sajvador AugjJUv 283.1 80.4 363.5 477 363.5 18.0 345.
Guatemala' JulyJune 211.5 299.6 511.1 588 593.8 108.0 485.
Haiti JulyVJune 146.0 112.2 258.2 402 412.7 39.0 373.7
Hoduras JulJne 3. 124.7 348. 513 514.0 95.4 418.6
Nicaragua Jul yJune 104.1 62.1 166.2 237 2453 9.7 235.6

SOJTH AMERICA 2960.8 253.5 3214.3 2587 1275.1 163.0 1 112.8
Baivia JulVJune 144.2 198.3 342 329 335.0 145.6 189.4

Coombia JanJDW. 2295.4 42.6 2248.0 1796 75&6 0.0 7586
Ecuador JanjDm. 6112 12.6 623.1 460 132.1 17.4 164.

OCEANIA 330.0 0.0 330.0 274 17.0 0.0 17.0
941bali JanjDm. 7.0 0.0 7.0 7 0.0 0.0 0.0
Papua New Guinea JanADm. 270.9 0.0 278.9 fl3 14.2 0.0 14.2
Samoa JanjDm . 15.0 0.0 15.0 15 0.2 0.0 02
Slomon II. JanJDm. 19.0 0.0 19.0 19 2j. 2.5
Tuvalu JanJDm. 1.0 0.0 1.0 1 0.0 0.0 0.0
Vanuatu JanjDc. 9.1 0.0 9.1 9 0.1 0.0 0.1

EUROPE/ CIS S/6/ 7 67.0 1 752.0 9419.0 7056 7 096.0 2136.0 4962.0
Armenia JulvJwne 182.0 258.0 440.0 477 477.0 4610 14.0
Albania July/June 0.0 472.0 472.0 310 310.0 34.0 76.0
Azerbaijan JulytJune 681.0 47.0 728.0 670 670.0 366.0 304.0
Gearpa July/June 377.0 478.0 855.0 722 7.0 677.0 451
Kyrgyz Republic JulyiJune 275.0 165.0 440.0 333 333.0 124.0 209.0
Lithuarva JulviJunc 136.0 0.0 136.0 25 25.0 0.0 25.0
Moidova July/June 188.0 110.0 298.0 435 4.0 0 252.0 =.5.0
Macedonia. FYR July/June 160.0 50.0 210.0 240 240.0 46.0 194.0
Romania JuivJune 1326.0 0.0 1 326.0 260 260.0 0.0 260.0
Tajlkistan July/June 717.0 83.0 800.0 409 409.0 124.0 255.0
Turtmenistan JulvyJune 682.0 89.0 771.0 570 570.0 0.0 529.0
Uzbmtisan July/June 293.0 0.0 2943.0 2605 2605.0 0.0 005.0

TOTAL _ 60 169.1 8875.0 69044.1 . 75 585 71517.8 7-06.5 63 7-.31

SOUkCE: FAO
1 Includes (cad defcit emintnes with pa- caout income below the tevel used bythe World Bank to determine eligibility fcr IDA assistance (i.e. U.SS 1345 in 1993).
which is in accordance at the guidetncs and creris aoreed to by the CFA should be gven prioty in the allc.ation o food aid. Zf !tudcs refugee needs.

3/ Includes import requirements of Taiwan Plarnnce. 4/ Excludes Afpan reugce requirements. 5/ Clamied as LIFO countres as oflJnu.wy 1995. 6i Dats include
intrstrde between the Repubics.

Foodcrops and Shortages, July 1995
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ESTIMATED IMPORT REQUIREMENTS OF CEREALS: LOW-INCOME FOOD-DEFICIT Countries 1/(Thousand tons)

(b) 1995/96 estimates for UFD countries which have entered the 1995/96 marketing year

14/95 or 1995 1995/96

Actual import& Import position

COUNTRY Marketing Total
year import

Total require- Total Food aid

Commercial Food aid commercial ments commercial allocated Commercial

purchases and aid (excluding and aid committed purchases
re-exports) 'orshipped

AFRICA 14 729.0 1 60L.3 16 330.3 17 675 667.6 515.9 151.7
Northern Africa 10471.8 226.4 10 696.2 11 760 4.9 84.8 0.0
Egypt July/June 8439.4 158.3 8598.2 7750 84.8 84.8 0.0

Morocco July/June 2 032.4 67.6 2 100.0 4010 0.0 0.0 0.0

Eastern Africa 719.4 302.0 1 021.4 1 184 12.2 12.2 0.0
Kenya Julyllune 430.5 156.1 586.6 1075 8.2 8.2 0.0
Tanzania JundMay 288.9 145.9 434.8 - 109 4.0 4.0 0.0

Southern Africa 1 736.9 973.8 2710.7 2761 512.7 361.0 151.7
Angola April/Marcb 263.3 296.7 560.0 560 115.7 109.1 6.6
Lesotho April/Marcb 172.0 32.0 204.0 297 1.0 1.0 0.0
Madagascar April/March 177.0 23.4 200.4 146 13.5 13.5 0.0
Malawi April/Marcc 212.3 279.7 492.0 180 100.2 92.3 7.9
Mozambique May/April 275.8 324.2 600.0 446 116.9 111.6 S.3
Swaziland May/April 67.3 8.7 76.0 93 6.9 0.0 6.9
Zambia May/April 386.1 3.9 390.0 589 24.5 24.5 0.0
Zimbabwe April/March 183.1 5.2 188.3 450 134.0 9.0 125.0
Western Africa 1 537.7 62.3 1 600.0 1 600 36.1 36.1 0.0
Coasta/ counties 1337.7 62.3 1 600.0 1 600 36.1 36.1 0.0
Cate d'lvoire July/June 437.7 62.3 500.0 500 36.1 36.1 0.0
N igena July/June 1100.0 0.0 1 100.0 1 100 0.0 0.0 0.0

Central Africa 263.2 36.8 300.0 370 21.8 21.8 0.0
Cameroon Julyijune 207.1 2.9 210.0 280 0.0 0.0 0.0
Congo July/June 56.1 33.9 90.0 90 21.8 21.8 0.0
ASIA 37 769.8 1 789.3 39 559.1 37 349 3 129.0 620.0 2509.0
Atghanistan July/June 998.3 151.7 1 150.0 1 250 232.1 2.1 230.0

Bangladesh July/June 1 447.2 963.8 2 411.0 2 050 0.0 0.0 0.0
Bhutan July/June 32.0 0.2 32.2 _2 0.0 0.0 0.0
China 3/ July/June 22779.2 224.0 23003.2 1 175 1613.5 91.3 1522.2
India July/June 79.0 98.0 177.0 150 268.9 268.9 0.0
Indonesia AprilMarch 5 182.8 32.2 5 215.0 5 735 281.1 14.5 266.6

Jordan July/June 1 588.2 128.8 1 717.0 1 610 385.2 115.0 270.2

Nepal July/June 1 122.3 14.7 137.0 137 7.3 7.3 0.0
Pakiscan 4/ MayiAorl 2 478.2 21.8 2 500.0 2 200 104.2 104.2 0.0
Philippines July/June 2418.0 108.7 2526.7 2400 211.2 11.2 200.0
Syria JulyJunc 644.6 45.4 690.0 610 5.5 5.5 0.0
CENTRALAMERICA 1513.7 252.1 1765.6 1466 378.5 378.5 0.0

Guatemala Juy/lune 485.8 108.0 593.8 540 119.0 119.0 0.0
Haiti July/June 373.7 39.0 412.7 401 95.2 95.2 0.0
Honduras July/June 418.6 95.4 514.0 350 99.6 99.6 0.0
Nicaragua July/June 235.6 9.7 245.3 175 64.7 64.7 0.0
SOUTH AMERICA 189.4 145.6 335.0 300 82.7 62.7 0.0
Bolivia July/June 189.4 145.6 335.0 300 82.7 82.7 0.0

EURO PE I CIS 5/ 6/ 4962.0 2 136.0 7098.0 6615 154.0 154.0 0.0
Armenia July/June 14.0 463.0 477.0 450 0.0 0.0 0.0

Albania July/June 276.0 34.0 310.0 310 0.0 0.0 0.0

Azerbaijan July/June 304.0 366.0 670.0 63 4.0 4.0 0.0
Georgia July/June 45.0 677.0 722.0 560 2.0 2.0 0.0
Kyrgyz Republic July/June 209.0 124.0 333.0 352 58.0 58.0 0.0

Lithuania July/June 25.0 0.0 25.0 30 0.0 0.0 0.0
Moldova July/June 225.0 252.0 477.0 155 52.0 52.0 0.0
Macedonia, PYR July/June 194.0 46.0 240.0 240 0.0 0.0 0.0

Roirania July/Junc 260.0 0.0 260.0 260 0.0 0.0 0.0

Tajikistan July/June 235.0 124.0 409.0 590 38.0 38.0 0.0

Turtmcnssmn July/June 520.0 50.0 570.0 500 0.0 0.0 0.0

Uzbeckistan July/June Z 605.0 0.0 2605.0 2505 0.0 0.0 0.0
TOTAL I 50 163.9 5 924.3 65 088.2 63 453 4 411.8 1 751.1 2 660.7

for footnotes. pi asc see page 48

Foodcrops and Shortages. July 1995
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DRAFT/WMrtinILAwinters
October 16, 1995

Mr. Renato Ruggic
Director-General \-Y\ \
World Trade Orgar
Geneva
SWITZERAND

Dear Renato,
L

Thank you foi / ay Round Decision on

Measures Concerning 2rogramme on Least-

Developed and Net Food Importing Countries.

The Bank is, as a matter of course, attentive to the problems of the Net Food

Importers, monitoring their situation both in the context of world grain markets, and

through its regular country dialogue. It recognizes that increases in world food prices

both raise the financing needs of net food importing countries, and create new

opportunities for investment that will contribute to their longer-term development. It is

important to note, however, that the recent sharp increases in world grain prices have

nothing to do with the Uruguay Round deriving, instead, from factors such as coop

failures and low stock levels. In fact, based on analysis conducted within the Bank, the

WTO and other organizations, we believe that the impact of the Uruguay Round on world

food prices will be very small, especially relative to their normal fluctuations.
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Given the small size of the shock and the Bank's substantial headroom above

current IBRD loans outstanding, it seems clear that the Bank will be in a position to meet

any conceivable demand generated by the Round for loans on IBRD terms. The Bank's

ability to assist the poorest countries on concessional terms, on the other hand, will

depend upon the willingness of member governments to replenish IDA. Unless donor

countries maintain a reasonable level of support for IDA, the Bank's ability to assist poor

countries facing serious adjustment pressures from food price rises, or any other causes,

will be severely diminished.

In terms of the four specific questions that you raise, my responses are as follows:

(i) In general, the priority that a country receives for Bank lending is

determined by its overall need and the contribution that the Bank can make

to its long term development. It would be undesirable to move from this

general principle to the provision of special assistance based on the

estimated impact of the Uruguay Round or any other specific event.

Where a country undertakes a sound liberalization of its agricultural or

trade policies, either in the context of the Uruguay Round or unilaterally,

and requires assistance in dealing with transition costs, support would be

forthcoming because of the contribution of liberalization to development.
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(ii) The Bank does soften its policy conditionality for emergency lending

to countries in urgent need. A general policy of waiving conditionality

would, however, have strongly negative consequences for development.

Conditionality is central to achieving effective adjustment, and the Bank

should lend only against sound projects and effective adjustment programs.

(iii) The range of facilities available from the Bank, the Fund and the

World Food Program is summarized in the attached paper on "Coping with

Rising World Grain Prices." Given this range, it does not seem necessary

to establish a special Uruguay Round adjustment facility. Even though

there may be important impacts of the Round on particular net food

importing countries, these will become evident in the context of our

ongoing dialogues with member countries and the total borrowing needs

they give rise to are likely to be very small relative to the potential lending

of the international fnancial institutions. Moreover, any funds allocated to

such a special facility would necessarily be subtracted from those available

for the countries with the greatest overall need.

(iv) We welcome any assistance that the WTO can offer in identifying

areas where we can be of assistance to Bank member countries. In terms

of immediate co-operation, I particularly value the collaborative research

currently being undertaken by staff of the Bank and the WTO Secretariat
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on the implications of the Uruguay Round for Africa-a region where these

problems loom particularly large.

Please contact me if you or the Committee on Agriculture would like more

information on the analyses prepared by the Bank on the implications of the Round on

world food prices, food aid or the welfare of the net food importing countries.

Looking forward to our next meeting.

Yours sincerely

James D. Wolfensohn
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ROUTING SLIP DATE: Oct. 11, 1995

NAME ROOM. NO.

Messrs. Ahmed/Winters N-4-043

URGENT PER YOUR REQUEST

FOR COMMENT PER OUR CONVERSATION

FOR ACTION NOTE AND FILE

FOR APPROVAL/CLEARANCE FOR INFORMATION

FOR SIGNATURE PREPARE REPLY

NOTE AND CIRCULATE NOTE AND RETURN

RE: Mr. Renato Ruggiero (Dir. Gen. WTO Gen eva)
Letter to Mr. Wolfensohn

REMARKS:

Messrs. Ahmed/Winters:

For Mr. Wolfensohn's signature

Could you please prepare response to Mr. Ruggiero by noon Mon. Oct. 16, 1995
thru Mr. Bruno. Thanks.

Maria

FROM ROOM NO. EXTENSION
Maria Fernandez N6-045 33766



CORRESPONDENCE MANAGEMENT FOR THE PRESIDENT'S OFFICE

CHORUS
External Correspondence Profile

Reference # EXC-03480
For Action: Armeane Choksi Log Date: 10/06/95 04:57:05 PM

VPU: HRO Room #: S-13-131 Telephone: 31811 Status: Open
Response Date:

CORRESPONDENCE DESCRIPTION:

From: Renato Ruggiero, Dir. Gen. World Trade Org. Geneva, Switzerland
To: Mr. Wolfensohn
Dated: 10/05/95
Topic: Re meeting on 9/30 -- sending background infor. on Uruguay Round Decision

ACTION INSTRUCTIONS: Due Date: 10/17/95
3. Please prepare a response for Mr. Wolfensohn's signature according to the following instructions:

a) Send the letter for Mr. Wolfensohn's signature back to Maree in E1227,
together with the copy of the pink Log Sheet and incoming letter;

b) Include two (2) copies of the response letter attaching a copy of the Log Sheet and the
incoming letter which should show the bccs, drafter's ID and EXC log number (these
copies will be stamped' (signed) JAMES D. WOLFENSOHN ";

t.r
c) Once the letter is signed you will be called by staff from EXC to -

pick up the signed letter together with one "stamped" copy showing the bccs.

d) VP Units are responsible for distribution of the original signed letter
and the copies.

SPECIAL INSTRUCTIONS:
Ack. letter sent 10/6

INFORMATION COPIES:

Please rettirn to:
Maree Aniba, EXC, E 1227, 84138
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HUMAN CAPITAL DEVELOPMENT
and

OPERATIONS POLICY
Vice Presidency

Assigned to: ,

Copied to:

- 2.

3.

Action Required:

1. URGENT
2. Please prepare a reply for Mr. Choksi's

signature.

3. Please handle.

4. For information.

5. Other (see comments below).

Re-assigned to:

Due to HCOVP by:

Reference No.:

File Under:

Comments:
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WORLD TRADE ORGANIZATION

15a. MUE DE LAUSANNE - 1211 GENEVA 21 - SWITZERLAND

TEL. (9.1-221 739 51 O0 - FAX (41-221 739 54 60

RENATO RUGGIERO 5 October 1995

Dear Jim,.

When we met for lunch on 30 September, I promised to send you some background
information regarding the Uruguay Round Decision on Measures Concerning the Possible
Negative Effects of the Reform Programme on Least-Developed and Net Food-Importing
Developing Countries (the "Decision"). This Decision was part of the agricultural negotiations
and reflects the concern thai the reduction of agricultural export subsidies plus the increase
in world demand for agriculural products resulting from the global opening of markets could
adversely affect the availability of basic foodstuffs on reasonable terns and conditions for net
food-importing developing countries. At the time, Jamaica took the lead in initiating and
contributing to negotiations on this issue, with active support particularly from Bangladesh,
Egypt, Mexico. Morocco. Peru and Tunisia.

With this Decision (Annex I contains the full text), Ministers agreed to establish a
number of mechanisms designed to address the concerns of the net food-importers and, in
addition, Ministers recognized

that as a result of the Uruguay Round certain developing countries may experience
short-term difficulties in financing normal levels of commercial imports and that these
countries may be eligible to draw on the resources of international financial institutions
under existing facilities, or such facilities as may be established, in the context of
adjustment programmes, in order to address such financing difficulties. In this regard
Ministers take note of paragraph 37 of the report of the Director-General to the
CONTRACTING PARTIES to GATT 1947 on his consultations with the Managing
Director of the International Monetary Fund and the President of the World Bank..."

A copy of the relevant part of the quoted report of the GATT Director-General (at
-.-.. the time. Arthur Dunkel) is also attached (Annex IU).

At its meetings in Ju ne and September 1995, the WTO Committee on Agriculture held
first exchanges of views on hcw to make the Decision operational, with Egypt being the principal
player on the part of net food-importers. As a first step, the Committee agreed that the
Chairman (Ambassador Tulalarnba of Thailand) is to undertake informal consultations on
approaches to defining which countries are to be considered as beneficiaries under the Decision
and on preparatory work to b- undertaken in relation to the review provided for in the Decision
on the level of international food aid. In addition, I was asked to contact you in order to explore
what contribution could be expected from the Bank in this matter.

Mr. James D. Wolfensohn
The President
World Bank
1818 H Street. N.W.
Washington, D.C. 20433

By T _1995

ByJ
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Broadly speaking. I would appreciate your comments on (i) whether the Bank could
envisage giving net food-importing developing countries some degree of priority in access
to existing facilities; (ii) whether any softening of conditionality could be envisaged in the
case of net food-importers that face Uruguay Round-related adjustment problems; (iii) what
are the prospects for establi:hing any new facilities with the specific objective of assisting net
food-importers in coping with such adjustrment problems; and (iv) in which ways the WTO
could assist in any efforts on the part of the Bank to be forthcoming in this matter. Of course,
any other idea or suggestion would also be most welcome.

The Comnnittee on Agriculture has requested that I report on my contacts with the
Bank on the occasion of its next meeting on 20-21 November.

I highly appreciate your efforts in this affair. Looking forward to seeing you again
shortly.

Yours sincerely,

Renato Ruggiero
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ANNEX I

DECISION ON MEASURES CONCERNING
THE POSSIBLE NEGATIVE EFFECTS OF THE

REFORM PROGRAMME ON LEAST-DEVELOPED AND
NET FOOD-IMPORTING DEVELOPING COUNTRIES

I. Ministers recognize chat the progressive implementation of the results of the Uruguay Round
as a whole will generate increasing opporcunicies for trade expansion and economic growth to the benefit
of all participants.

2. Ministers recognize chat during the reform programme leading to greater liberalization of trade
in agriculture least-developed and net food-importing developing countries may experience negative
effects in terms of the availability of adequate supplies of basic foodstuffs from external sources on
reasonable terms and conditions, including short-term difficulties in financing normal levels of commercial
imports of basic foodstuffs.

3. Ministers accordingly agree to establish appropriate mechanisms to ensure that the implementation
of the results of the Uruguay Round on trade in agriculture does not adversely affect the availability
of food aid at a level which is sufficient to continue to provide assistance in meeting the food needs
of developing countries, especially least-developed and net food-importing developing countries. To
this end Ministers agree:

(i) to review the level of food aid established periodically by the Committee on Food Aid
under the Food Aid Convention 1986 and to initiate negotiations in the appropriate
forum to establish a level of food aid commitments sufficient to meet the legitimate
needs of developing countries during the reform programme;

(ii) to adopt-guidelints to ensure that an increasing proportion of basic foodstuffs is provided
to least-developed and net food-importing developing countries in fully grant form and/or
on appropriate concessional terms in line with Article IV of the Food Aid
Convention 1985;

(iii) to give full consideration in the context of their aid programmes to requests for the
provision of technical and financial assistance to least-developed and net food-importing
developing countries to improve their agricultural productivity and infrastructure.

4. Ministers further agree to ensure that any agreement relating to agricultural export credits makes
appropriate provision for differential treatment in favour of least-developed and net food-importing
developing countries.

5. Ministers recognize that as a result of the Uruguay Round certain developing countries may
experience short-term difficulties in financing normal levels of commercial imports and that these
countries may be eligible to draw on the resources of international financial institutions under existing
facilities, or such facilities as nuy be established, in the context of adjustment programmes, in order
to address such financing difficulties. In this regard Ministers take note of paragraph 37 of the report
of the Director-General to the CONTRACTING PARTUES to GATT 1947 on his consultations with the
Managing Director of the International Monetary Fund and the President of the World Bank
(MTN.GNG/NG14/W/35).

6. The provisions of this Decision will be subject to regular review by the Ministerial Conference,
and the follow-up to this Decisior shall be monitored, as appropriate, by the Committee on Agriculture.
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ANNEX II

Excerpt of the Report by the GATT Director-General "Ways of Achieving Greater
Coherence in Global Economic Policy Making Through Strengthened GATT Relationships
with Other Relevant International Organizations". dated 20 September 1989.

"(iii) Multilateral rmsources available to suppont the process of trade
liberalization

36. Proposals hive been made for financial support by the Fund and Bank to assist
the process of liberalization rhjSyggh multilateral negotiations in the GATT. One such
proposal envisages the establishment of contingency arrangements which would provide
assurances of suppc'rt, if required, for developing countries which are interested in
using multilateral trade negotiations to achieve a major liberalization of their trade
regimes, but fear the transitional effect of such liberalization on their balance of
payments. Another suggestion has been that structural adjustment loans should be
linked to multilaterally-agreed liberalization in the same way as they are often at present
associated with unilateral trade policy reforms. In the Negotiating Group on
Agriculture, concern has been expressed about the impact on the balance of payments
of some food-impor:ing countries of a possible rise in world market prices caused by
reduced subsidies for agricultural products; delegations have suggested that these
countries may require supplementary finance to offset the rise in their food import
costs.

37. The head of the Fund stated that the Fund already provides support for trade
liberalization measures adopted by a member in the context of its overall programme.
The Fund also has in place special facilities to deal with various contingencies including
temporary shortfalls in export earnings, and excesses in cereal import costs. The Bank,
which is already engaged in support of unilateral trade liberalization, has assured the
Director-General of its readiness to consider financing adjustment needs resulting from
the Uruguay Round. Among such potential needs it recognizes, in particular, those
arising for a country as a result of undertaking significant tariff reductions, or from
the need to encourago a supply response in food-importing countries affected by higher
world prices for previously subsidized agricultural products."
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THE WORLD BANK GROUP
Headquarters: Washington, D.C. 20433 U.S.A.

Tel. No. (202) 477-1234 * Fax (202) 477-6391 a Telex No. RCA 248423

FACSIMILE COVER SHEET AND MESSAGE

DATE: October 2, 1995 NO. OF PAGES: ' MESSAGE NO.:

(including cover sheet)

TO: Mr. N Buno DESTINATION FAX NO.: A1158

Title: DE

FROM: L. Alan Winters DIVISIONAL FAX NO.: 61341

Title: Chief Dept/Div. No.: 642/10

Dept/Div: 1EC/1T
Room No.: R2-033 Telephone: 33845

SUBJECT:

MESSAGE:

Pleasc see attached.
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THE WORLD BANK/FC/M.I.GA

OFFICE MEMORANDUM
DATE: October 2, 1995

TO: Mr. Michael Bmno, DECVP

FROM: L. At mters, Chief, IECIT

ExrENSION: 33845

SUBJECT: WTO Relations

I attach a revised provisional draft agreement prepared by Mr. Vorkink of
Legal in consultation with me. I also attach a letter of transmittal to Jesiis Seade and a
note of explanation ofthe changes we are proposing.

I should appreciate comments on any of them before weprepare the fnal
drafts.

I shall send you a note on the negotiating strategy with Seade and a note
on coherence within two days.

c.c. M. Ahzned, S. Lateef (IECDR); A. Vorkink (LEGLR)

Attachments

LAW:akw
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DISCUSSION DRAFT
1013/95

AGREEMENT BETWEEN THE WORLD TRADE ORGANIZATION
AND THE INTENATIONAL BANK FOR RECONSThUCTION AND

DEVELOPMENT AND THE INTERNATIONAL DEVELOPMENT ASSOCIATION

AGREEMENT, dated -- , -- , between the INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT and the INTERNATIONAL DEVELOPMENT

ASSOCIATION (hereinafter collectively refened to as the World Bank) and the WORLD

TRADE ORGANIZATION (hreinafte7 referred to as WTO).

WHEREAS the provisions of the Final Act Embodying the Results of the Uruguay

Round of Multilateral Trade Negotiations signed at Marrakesh on 15 April 1994 establishing the

World Trade Organiaion (hereinafter referred to as "WTO Agreement"), and in particular

Article I11:5 of the Marrakesh AgecmcDt. provide, tha with a view to achieving greater

coherence in global economic policy-making the WTO shall cooperate, as appropriaw, with- the

Interational Bank for Reconstruciion and Development and its affilinted agencies;

WBEREAS Article XXXVI:6 and 7 of the General Agreement on Tariffs and Trade 1994

recognize the need for the WTO and the international lending agencies to work closely together

to assist less developed countries to overcome the burdens that confront them in their quest to

achieve economic development;

WHEREAS Article I (iii) of the Articles of Agreement ofthe International Bank for

Reconstruction'and Development provides that one of the objectives of the Bank shall be "to

promote the long-range balanced growth of international trade and the maintenance of

equilibrium in balance of payments by encouraging interational investmenr for the dcvelopment

of the productive resowces of maibers, thcreby assisting in raising productivity, the standard of

living and conditions of labour in their territories";
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WHEREAS the Arricles of Agreement of the World Bank provide that it will cooperae

with inuteational organizations baving specialized responsibilities in related fields;

NOW THEREFORE, the WTO and the World Bank hereby agree as follows:

The WTO and the World Bank shall consilt together and exchange views on all

mazers of mutual interest with the view to ensuring both the adoption of consistewt,and mutually

supportive policies and to achieving greater coherence in global economic policy-making. To

that end, they shall establish appropriate procedures for collaboration and for keeping each other

regularly informed of their programs and activities in matters related to intemational trad&.

Consultations on matters of mutual Interest may be requested by either party.

2. Coopratio

The WTO and the World Bank shall coopemte in the discharge oftheir respective

functions within the framework of the WrO Agreement and the Articles of Agreement of the

World Bank.

(a) Participwtion in Meetings

The World Bank shall invite a repzesentative ofthe VrO to atemd

meetings ofthe Executive Directors at which general trade issues are to be

discussed. The World Bank agrees that the WTO be granted observer satus at the

Azmuul Meeings of its Boards of Governors and that the World Bank shall use its

good offices with a view to having the WO invited to meetings of the

Development Commit.
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The WrO shall grant the World Bank observer status at the meetings of

the Ministerial Confermene, General Council, Dispute Settlement Body, Trade

Policy Review Body (TPRB), the tbiee sectoral Councils, Committee on Trade

and Development, Committee on Balance of Payments Restictions, the

Committee on Trade and Environment and any subsidiary bodies established by

these organs.

The WTO and the World Bank shall give sympabthec consideration to

each other's requess to participate in meetings of other's bodies not mentioned in

this Agreement where the mauers to be discussed are of relevance to thei

respective mandates.

(b) Exchange of Informadion and access to Databases

Subject to such limitations as may be necessary for the safeguarding of

confidential material, the World Bank and the WTO shall arrange for access imo

each others relevant databases and for the exchange of information, reports

agenda and other documents of mutual interest

(c) Staff Cooperadon

The staff of both organizaions shall mnintain close and c"39nuoua contact

at all levels with a view to achieving consistency of information and greater

coherence in global economic policy-making.

3. confidentalitY

Each parcy to this agreement shall ensure that any information cmmunicated under the

agreement shall be used only within the limits specified by the other party.
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4. LmplementAtin

The Director-Gneral of the WO and the President of the World Bank shall be

responsible for the implemeutalion of this Agremnent and, to that effect, shll make such

arrangements as they deem appropziate.

S. Amgndiment

Either party may request amendments to the provisions of this Agreement In the event

of such a request, the parties shall confer with a view to reaching mutual agreement on the

proposed.changs.

Unless the parties agree otheawise, eithu party may withdraw from this areement by

giving the other party six month notice.

7. E= into

This Agreement shall enter into force upon its approval by the Bond of Governors of the

World Bank and the[ ofthe WTO.

Done in two copies as ofthe dae above mentioned.
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For the World Trade Orgnizaian For the lnuemational Bank for

Rcconstructon and Developent and the

Intewational Development Association

Director-Genera Preident
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DRAFT/LAW:akw2-Oct-95

Mr. Jes~is Seade
Deputy Director-General
World Trade Organization
CH - 1211 Geneva 21
SWITZERLAND

Dear Jes6s,

Cooperation Agreement

We have studied the preliminary draft agreement you sent me on September 21,

and find it a most useful starting point for producing a Cooperation Agreement between

the Bank and WTO. As I warned you last week, there are several detailsof your draft

which we are unable to accommodate and I am writing now to explain these. It seemed to

me most efficient if we prepared a new draft based on yours, but with amendments where

we felt them necessary. I attach this draft, along with a brief commentary explaining our

proposed amendments.

In redrafting we adopted the standard forms that the Bank has evolved for similar

agreements with other organizations. We have also reduced the level of specificity in

places, because we expect the agreement to last many years, over which particular

practices will undoubtedly change.
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I look forward to seeing you on October 11. I very much hope that we will be

able to conclude this matter in time for your November General Council.

Yours sincerely,

Michael Bruno

b.c.c. M Ahmed, LA Winters, A. Vorkink, A. Shakow
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Analysis of Principal Differences between WTO and World Bank Drafts

Title: We need to add the International Development Agency.

Preamble: This seemed somewhat unbalanced to us; we have re-balanced it without

allowing it to render the document top heavy.

Consultations: Consultations should appropriately be on all matters of mutual interest not

all matters in our respective competencies.

The question of focal points is an administrative detail, not appropriate for

a formal agreement of this kind. We do not envisage funneling all

communication through one point, although, of course, we will maintain a

contact point that can deal with any enquiry and through which any formal

contact should be channeled.

Participation in Meetings: The Bank's standard usage in these circumstances is to "invite

to attend." While we recognize the close connection between the Bank

and WTO, we could formally go beyond the status offered to the IMF.

When the Bank's Executive Board discussed WTO attendance it appeared

comfortable with attendance when general issues of trade were discussed.
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I think we can interpret this broadly--for example, including services,

TRIPs and TRIMs-but it does not stretch to the form of words you used.

It is not strictly for the Bank to offer observership at the Development

Committee, but we will, of course, use our good offices in that direction.

Similarly, a formal invitation to the Annual Meetings would have to- be

agreed by the Board of Governors.

We are anxious that Bank observership at the WTO be at least as extensive

as under the GATT, in the sense that we can observe the same discussions.

now as previously even if the location has changed. Hence we have

lengthened the list of entities slightly.

Information Exchange: This section appeared asymmetric in terms of what was available

automatically. It also seemed too detailed in terms of the documents and

information to be included. We prefer our looser wording and suggest that

we tackle specific issues of what is available automatically in an exchange

of letters describing how the agreement will be implemented.

Staff Cooperation: Specifying regular senior staff meetings in a formal agreement seems

unduly prescriptive. The agreement mandates cooperation and empowers

the Heads of Institutions to implement it. It seems sensible that the

modalities remain flexible in order that they can be most efficiently

2
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arranged as circumstances develop. We can, again, describe to each other

our initial arrangements in an accompanying letter.

k:\capdifIAW\2-Oct.95

3
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ORGANISATION MONDLALE ORGANzACI6N MUNDIAL

DU COMMERCE DEL COMERCIO

WORLD TRADE ORGANIZATION

Centre William Rappard Telephone: (41 22)7RS 51 11
Rue de Lausanne 154 Telefax: (01 27) 731 42 06
Ca-. portale Telcx: 412 324 OMC/WTO CH
CH - 1211 Gendve 21 Tclcgram: OMC/WTO, GFN VE

Direct line: (41 22) 739 55 00
Direct fax: (41 22) 739 57 78

TELEFAX

Total number of pages: [2] Date:4/10/95
(including this preface)

To: FAX No: 001202-522-1158
Mr. Michael Bruno
Vice President, Developmcnt Economics
and Chief Economist

The World Bank
Washington, D.C.

From:
Jess Seade
Deputy Director-General
WTO

Please see attached.
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WORLD TRADE ORGANIZATION

JESUS SEADE
DEPUTY DIRECTOR-GENERAL

Centre William Rappard Telephone; (41 22) 738 51 11
Rue de I ausanne 154 Tclefax: (41 22) 731 42 06
Case postale Telex: 412 324 OMC/WTO CI
CH - 1211 Gnn4ve 21 Teleram: OMC/WTO, GENOVE

Direct telephone: (41 22) 739 55 00
Direct telafax: (41 22) 739 57 78

RAfArence! CO/566 (30 let) Geneva, 4 October 1 995

Dear Michael,

Thank you for your letter of 29 September 1995. I very much look forward to seeing
you in Washington and carrying forward the process of drafting the agreement on WTO-World
Bank relations. I also agree that it would be useful to have a first discussion on matters
relating to coherence, and at this stage restrict ourselves to procedural issues.

Unfortunately, we are leaving Washington on Wednesday evening, and Wednesday
itself we have agreed to meet with the IMF to discuss the WTO/IMF agreement.

I imagine Monday will bc particularly busy for you, but perhaps you can find some
time on Sunday and/or Tuesday (minus 3-4:30 pm) for the meetings. Specifically, I would
propose some time on Sunday afternoon for our meeting on the WTO/WB agreement. And
then Tuesday at 3:00 pm Gary Sampson and I will be meeting with Jack Boorman and Alan
Tait for a fist discussion of the WTO/IMF agreement. The two of us would be free to meet
on coherence immediately afterward, and I guess perhaps Jack and Alan might as well.
If nccdcd, mid. aftcrnoon on Wednesday can also be used.

I hope something within the above suggestions is feasible for you and I leave it in
your good hands.

I look forward to your reaction and to seeing you soon.

Yo rs sinc rel ,

es ea e

Mr. Michael Bruno
Vice Prcsident, Development Economics
and Chief Economist

The World Bank
Washington, D.C. 20433
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The World Bank
Washington. D.C. 20433

U.S.A.

MICHAEL BRUNO
Vice President Development Economics
and Chief Economist

October 4, 1995

Mr. Jesnis Seade
Deputy Director-General
World Trade Organization
CH - 1211 Geneva 21
SWITZERLAND

Dear Jes~is,

Cooperation Agreement

We have studied the preliminary draft agreement that you sent me on September
21, and find it a most useful starting point for producing a Cooperation Agreement
between the Bank and WTO. We have also sought advice from the Bank's Legal
Department and, on the basis of this, wish to propose a number of changes in style and
substance. I am writing now to explain these. It seemed to us most efficient if we

-prepared a new draft based on yours, but with amendments where we felt them necessary.
I attach this draft, along with a brief commentary explaining the major differences between
the two texts.

In redrafting we adopted the standard forms that the Bank has evolved for similar
agreements with other organizations. We have also reduced the level of specificity in
places, because we expect the agreement to last many years, over which particular
practices will undoubtedly change.

I look forward to seeing you on October 11. I very much hope that we will be
able to conclude this matter in time for your November General Council.

Yours sincerely,

Michael Bruno
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b.c.c. M. Ahmed, L.A. Winters, A. Vorkink, A. Shakow
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DISCUSSION DRAFT
10/3/95 B

AGREEMENT BETWEEN THE WORLD TRADE ORGANIZATION
AND THE INTERNATIONAL BANK FOR RECONSTRUCTION AND

DEVELOPMENT AND THE INTERNATIONAL DEVELOPMENT ASSOCIATION

AGREEMENT, dated -- -, -- , between the INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT and the INTERNATIONAL DEVELOPMENT

ASSOCIATION (hereinafter collectively referred to as the World Bank) and the WORLD

TRADE ORGANIZATION (hereinafter referred to as WTO),

WHEREAS, having regard to the provisions of the Final Act Embodying the Results of

the Uruguay Round of Multilateral Trade Negotiations signed at Marrakesh on 15 April 1994,

and Article 111:5 of the Marrakesh Agreement establishing the World Trade Organization

(hereinafL-r referred to as "WTO Agreement'), which provide that with a view to achieving

greater coherence in global economic policy-making, the WTO shall cooperate, as appropriate,

with the International Bank for Reconstruction and Development and its affiliated agencies;

WHEREAS Article XXXVI:6 and 7 of the General Agreement on Tariffs and Trade 1994

recognizes the need for the WTO and the international lending agencies to work closely together

to assist less developed counties to overcome the burdens that confront them in their quest to

achieve economic development;

WHEREAS Article I (iii) of the Articles of Agreement of the International Bank for

Reconstruction and Development provides that one of the objectives of the Bank shall be "To

promote the long-range balanced growth of international trade and the maintenance of

equilibrium in balances of payments by encouraging international investment for the

development of the productive resources of members, thereby assisting in raising productivity,

the standard of living and conditions of labor in their territories";
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WHEREAS the Articles of Agreement of the World Bank provide that it will cooperate

with international organizations having specialized responsibilities in related fields;

NOW THEREFORE, the WTO and the World Bank hereby agree as follows:

The WTO and the World Bank shall consult together and exchange views on all

matters of mutual interest with the view to ensuring both the adoption of consistent and mutually

supportive policies and to achieving greater coherence in global economic policy-making. To

that end, they shall establish appropriate procedures for collaboration and for keeping each other

regularly informed of their programs and activities in matters related to international trade.

Consultations on matters of mutual interest may be requested by either party.

2. C

The WTO and the World Bank shall cooperate in the discharge of their respective

functions within the framework of the VTO Agreement and the Articles of Agreement of the

World Bank.

(a) Attendance at Meetings

The World Bank shall invite a representative of the WTO to attend

meetings of the Executive Directors at which general trade issues are to be

discussed. The World Bank agrees that the WTO be granted observer status at the

Annual Meetings of its Boards of Governors and that the World Bank shall use its

good offices with a view to having the WTO invited to meetings of the

Development Committee.
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The WTO shall grant the World Bank observer status at the meetings of

the Ministerial Conference, General Council, Dispute Settlement Body, Trade

Policy Review Body (TPRB), the three sectoral Councils, Committee on Trade

and Development, Committee on Balance of Payments Restrictions, the

Committee on Trade and Environment and any subsidiary and ad hoc bodies

established by these organs.

The WTO and the World Bank shall give sympathetic consideration to

each other's requests to attend meetings of other's bodies not mentioned in this

Agreement where the matters to be discussed are of relevance to their munial

interests.

(b) Exchange of Information and access to Databases

Subject to such limitations as may be necessary for the safeguarding of

confidential material, the World Bank and the WTO shall arrange for access into

each others relevant databases and for the exchange of information, reports,

agenda and other documents of mutual interest.

(c) Staff Cooperation

The staff of both organizations shall maintain close and continuous contact

at all levels with a view to achieving consistency of information and greater

coherence in global economic policy-making.
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3. Cofidnality

Each party to this agreement shall ensure that any information communicated under the

agreement shall be used only within the limits specified by the other party.

4. Impm tio

The Director-General of the WTO and the President of the World Bank shall be

responsible for the implementation of this Agreement and, to that effect, shall make such

arrangements as they deem appropriate.

5. AMndm s

Either party may request amendments to the provisions of this Agreement. In the event

of such a request, the parties shall confer with a view to reaching mutual agreement on the

proposed changes.

6.

Unless the parties agree otherwise, either party may withdraw from this agreement by

giving the other party six months notice.

7. En int fore

This Agreement shall enter into force upon its approval by the Board of Governors of the

World Bank and the[ ] of the WTO.
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Done in two copies as of the date above mentioned.

For the World Trade Organization For the International Bank for

Reconstruction and Development and the

International Development Association

Director-General President



Analysis of Principal Differences between WTO and World Bank Drafts

Title: We need to add the International Development Agency.

Preamble: This seemed somewhat unbalanced to us; we have re-balanced it without
allowing it to render the document top heavy.

Consultations: Consultations should appropriately be on all matters of mutual interest not
all matters in our respective competencies.

The question of focal points is an administrative detail, not appropriate for
a formal agreement of this kind. We do not envisage funneling all
communication through one point, although, of course, we will maintain a
contact point that can deal with any enquiry and through which any formal
contact should be channeled.

Participation in Meetings: Other than in the case of the IMF, with which we share
common membership and several Board members, the Bank's standard
usage in these circumstances is to "invite to attend." Even the IMF is not
entitled to full "participation."

When the Bank's Executive Board discussed WTO attendance it appeared
comfortable with attendance when general issues of trade were discussed.
I think we can interpret this broadly--for example, including services,
TRIPs and TRIMs--but it does not stretch to the form of words you used.
It is not strictly for the Bank to offer observership at the Development
Committee, but we will, of course, use our good offices in that direction.

It seems reasonable that Bank observership at the WTO should be at least
as extensive as under the GATT, in the sense that we can observe the same
discussions now as previously even if their location has changed. Hence
we have lengthened the list of entities slightly. We also place store on the
subsequent paragraph promising sympathetic consideration (in both
directions) of requests concerning other meetings.

Information Exchange: This section appeared asymmetric in terms of what was available
automatically. It also seemed too detailed in terms of the documents and
information to be included. We prefer our looser wording and suggest that
we tackle specific issues of what is available automatically in an exchange
of letters describing how the agreement will be implemented.



Staff Cooperation: Specifying regular senior staff meetings in a formal agreement seems
unduly prescriptive. The agreement mandates cooperation and empowers
the Heads of Institutions to implement it. It seems sensible that the
modalities remain flexible in order that they can be most efficiently
arranged as circumstances develop. We can, again, describe to each other
our initial arrangements in an accompanying letter.

2



The World Bank
Washington, D.C. 20433

U.SA.

MICHAEL BRUNO
Vice President Development Economics
and Chief Excnomis

September 29, 1995

Mr. Jesns Seade
Deputy Director-General
World Trade Organization
CH - 1211 Geneva 21
SWITZERLAND

Dear Jesns.

Thank you for your letter of September 20 and the draft agreement it contained. The latter clearly
covers the issues that we should consider, but a first reading suggests that there are several substantive
details that we need to discuss further.

In the light of our mutual interest in bringing this matter to a speedy conclusion, I have asked my
staff and the Bank's Legal Department to study your draft and to submit an amended version to you by
early next week. We could then meet in Washington over the Annual Meetings period to settle any
remaining differences or agree on a procedure for doing so. If you agree, would 11:00 a.m. on Wednesday,
October 11, at my office in the Sheraton Hotel (Rm. 4085) be convenient?

You are correct in presuming that we shall need to submit the final document to the Executive
Board. It may also be, given the content of the current document, that we shall also have to submit it to the
Board of Governors. This will give the arrangement greater status, but will, of course, take a longer time.
The final decision on this question depends very much on the details of the final draft.

It may also be appropriate when you are in Washington for us to meet with the Fund to initiate the
high-level Working Party on the Coherence of International Economic Policies. I doubt if we have enough
background work to deal with substantive issues, but it may be possible to discuss some preliminaries and
settle some procedural issues.

Please let me know if you would like us to arrange this meeting with the Fund and if Thursday,
October 12, at 10:00 a.m. is convenient.

I look forward to seeing you shortly.

Sincerely,

Michael Bruno



b.c.c. M. Ahmed, L.A. Winters, A. Vorkink, A. Shakow
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The World Bank
Washington. D.C. 20433

U.S.A.

MICHAEL. BRUNO
Vice President Developmemt EWumics
and Chief Ecanomist

September 29, 1995

Mr. Jesns Seade
Deputy Director-General
World Trade OrganiZtion
CH - 1211 Geneva 21
SWITZERLAND

Dear Jesus.

Thank you for your letter of September 20 and the draft agreement it Contained. The latter clearly

covers the issues that we should consider, but a first reading suggests that there are several substanlive

details that we need to discuss further.

In the light of our mutual interest in bringing this matter to a speedy conclusion, I have asked my
-- ~~1..n . -- - ....--i-n nv.nA varzinn fe% vmn by



I will give att. to Michael for
his OK. Is it OK with you (Masood
is away so it has not been signed
off on at a Dir. level.) I've
inserted a few times to expedite
things.

Pls. advise asap

Thanks

Kate

6, I K



SEP 28 '95 11:28AM WB IECIT 2026761341 P.1/2

ALL-IN-1 NOTE
DATE: 27-Sep-1995 11:32am

TO: Kate Oram ( KATE ORAM

FROm: L. Alan Winters, IECIT ( L. ALAN WINTERS

EXTENsION: 33845

SUBJECT: Letter from J Seade to H Bruno, 9/20/95.

Kate,

We have been working--with Legal--on the WTO document and
find a lot in it that needs amendment. This will take a few days.
In the meantime I suggest you send, as soon as possible, a reply from
Michael along the lines of the attached. You will see that it
suggests two meetings. If Michael agrees, please could you fix
these.

(a) Seade, Bruno to discuss the cooperation agreement. I suggest
that Gary Sampson and I should attend and, if
Michael feels it appropriate, Legal staff
from both sides. Masood has previously been
happy to suggest that he not attend such
meetings, but Michael or he may wish to alter
that. I shall leave that to them. This
meeting will probably need at least an hour--
quite possibly longer.

(b) Seade, Boorman, Bruno to discuss coherence. Their deputies
should probably also attend--Sampson, Kirmani
and me. This needs only half an hour, I
think.

I will deliver to Michael early next week (a) an amended
version of the cooperation agreement with a commentary on its
differences from the WTO draft, a draft letter to Seade for
transmitting it, and some notes for negotiation; and (b) some notes
on the coherence issue, on which he should meet briefly with Boorman
before the trilateral meeting.

I have been keeping in close touch with the Fund on both of
these issues, but have not yet discussed with them our proposed
response on the cooperation agreement. I am keen to keep the two
organizations in parallel and may wish to update our plans when I
hear theirs. I will keep you posted.

My current view is that we will be lucky to emerge from the
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face-to-face meeting with a full agreement and that it is far from
certain that we shall conclude in time to submit something to the WTO
Council in November. We should try for the latter, however.

Tomorrow I will send a brief note to JDW's office on the
current state of play. They have asked to be kept informed.

Alan

P.S. I am afraid I expect to be away over the long weekend.

cc: Masood Ahmed - IECDR ( MASOOD AHMED )
cc; ANDREW VORKINK ( ANDREW VORKINK @A1@WBWASH
cc: Michael Finger ( MICHAEL FINGER
cc: Sarwar Lateef ( SARWAR LATEEF



DRAFT/LAW/9-27-95

Mr. Jesds Seade
Deputy Director-General
World Trade Organization
Centre William Rappard
Rue de Lausanne 154
Case postale
CH - 1211 Geneva 21
SWITZERLAND

Dear Jesds.

Thank you for your letter of September 20 and the draft agreement it contained.

The latter clearly covers the issues that we should consider, but a first reading suggests

that there are several substantive details that we need to discuss further.

In the light of our mutual interest in bringing this matter to a speedy conclusion, I

have asked my staff and the Bank's Legal Department to study your draft and to submit

an amended version to you by early next week. We could then meet in Washington over

the Annual Meetings period to settle any remaining differences or agree on a procedure

for doing so. > -j D_ c>~ k,- w !\\jq

You are correct in presuming that we shall need to submit the final document to

the Executive Board. It may also be, given the content of the current document, that we

shall have alsohto submit it to the Board of Governors. This will give the arrangement

greater status, but will, of course, take a longer time. The final decision on this question

depends very much on the details of the final draft.



It may also be appropriate when you are in Washington for us to meet with the

Fund to initiate the high-level Working Party on the Coherence of International

Economic Policies. I doubt if we have enough background work to deal with substantive

issues, but it may be possible to discuss some preliminaries and settle some procedural

issues.

Ur h tr + ehedu e-neetin s.for- - ethtopics.>,.

I look forward to seeing you shortly.

Yourmsncerely,

Michael Bruno

b.c.c. M. Ahmed, L.A. Winters, A. Vorkink, A. Shakow



The World Bank
Washington, D.C. 20433

U.S.A.

MICHAEL BRUNO
Vice President Development Economics
and Chief Economist

September 29, 1995

Mr. Jesfis Seade
Deputy Director-General
World Trade Organization
CH - 1211 Geneva 21
SWITZERLAND

Dear Jesfis.

Thank you for your letter of September 20 and the draft agreement it contained. The latter clearly
covers the issues that we should consider, but a first reading suggests that there are several substantive
details that we need to discuss further.

In the light of our mutual interest in bringing this matter to a speedy conclusion, I have asked my
staff and the Bank's Legal Department to study your draft and to submit an amended version to you by
early next week. We could then meet in Washington over the Annual Meetings period to settle any
remaining differences or agree on a procedure for doing so. If you agree, would 11:00 .m. on Wednesday,
October 11, at my office in the Sheraton Hotel (Rm. 4085) be convenient?

You are correct in presuming that we shall need to submit the final document to the Executive
Board. It may also be, given the content of the current document, that we shall also have to submit it to the
Board of Governors. This will give the arrangement greater status, but will, of course, take a longer time.
The final decision on this question depends very much on the details of the final draft.

It may also be appropriate when you are in Washington for us to meet with the Fund to initiate the
high-level Working Party on the Coherence of International Economic Policies. I doubt if we have enough
background work to deal with substantive issues, but it may be possible to discuss some preliminaries and
settle some procedural issues.

Please let me know if you would 1ike us to arrange this meeting with the Fund and if Thursday,
October 12, at 10:00 a.m. is convenient.

I look forward to seeing you shortly.

Sincerely,

Michael Bruno



b.c.c. M. Ahmed, L.A. Winters, A. Vorkink, A. Shakow



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

JAMES D. WOLFENSOHN
President

October 6, 1995

Mr. Renato Ruggiero
Director-General
World Trade Organization
154, Rue de Lausanne
1211 Geneva 21
SWITZERLAND

Dear Renato:

Thank you for your letter of September 20, about cooperation between the World
Bank and the World Trade Organization.

I was aware of the work of your Working Party and am pleased to note that it is now
bearing fruit. Our staffs have recently exchanged views on the cooperation agreement and
will be meeting to discuss them next week. I very much hope that we can bring that matter to
a speedy conclusion.

Like you, I believe that coherence in international policy making is an important issue
and look forward to an exchange of views. To that end, Mr. Bruno recently contacted Mr.
Seade and Mr. Boorman of the IMF to fix a meeting of the trilateral Working Group on
coherence during the Annual Meetings. They will doubtless agree the next steps and keep us
both informed.

Best personal regards,

Sincerely yours,

(SIGN=) James D Wolfenhn

James D. Wolfensohn



Mr. Renato Ruggiero - 2 - October 6. 1995

b.c.c. M. Bruno, M. Ahmed, S. Lateef, A. Shakow

15127
Reference #: EXC-03268



A L L - I N - 1 N O T E

DATE: 19-Sep-1995 10:10am

TO: Alexander Shakow ( ALEXANDER SHAKOW@A1@WBWASH

FROM: Sven Sandstrom, EXC ( SVEN SANDSTROM@Al@WBWASH

EXT.: 81138

SUBJECT: RE: Update - WTO/Development Committee

Alex,

I spoke to Jim in Shanghai. He agrees with the substance of what

we propose but wants to proceed in a more deliberate manner.

Hence, we agreed to move ahead as follows, subject to any hitches

that you may see in this scenario:

1. Please prepare a background note (chapter and verse) for Jim

on the reasons why we cannot agree to Ruggiero's request and on

what we are proposing instead. This could be done quite easily

based on the many EMs and notes you have already prepared on this

subject. You would attach the note which I understand Alan

Winters is doing to help bring us up to date on the

"negotiations" with WTO staff

2. Please prepare a joint letter from Jim and Michel to Ruggiero
politely informing him of how we are going to proceed, and why,

for the meeting on Oct 9. This letter should be cleared with
Michel this week.

3. Jim would then like to call Ruggiero on the 26th at 1 pm,
together with Michel. The two would jointly inform Ruggiero
about the decision, drawing on the agreed letter. The letter
could then be sent immediately, if appropriate/necessary.

Sven

CC: L. ALAN WINTERS ( L. ALAN WINTERS@Al@WBHQB
CC: MICHAEL BRUNO ( MICHAEL BRUNO@Al@WBHQB )
CC: Josie Bassinette ( JOSIE BASSINETTE@Al@WBWASH

CC: Rachel Lomax ( RACHEL LOMAX@Al@WBWASH )



21/09/1995 10:54 7395774 WTO OMO PAGE 01

ORGANISATION MONDLALE ORGANIZACION MUNDIAL
DU COMMERCE DEL COMERCIO

WoRLD TRADE ORGANIZATION

Centre William RaDmard TAIdnhnna- 71 7'4O AI 11
2 1..... . . . . I .. iU ... .--

f.nqA.. nt'Ala T6I6fci (41 221 700 v7 74
e" - it 32 1 ..3..2., ..,ia.a u-.,,,,;'w I UD F- I

T&4sgramma. OMC/WTO, GENeVE

T E L .EF "A-

Tntal na.amhar nf p* ans [r I Plate- .1 40Or,

To: \,, \'5 VAXi Nn! 6 -i 900 A77fliAC
Mr. Mich I Bruno
VIL;U "r NiUUIIL O .1101 rE UIlUIIII5L
Dev opment Economics & Chief Economist Dept.
The World Bank
1818 H Street, N.W.
Washington D.C. 20433
USA

proms aeans

Signature:



21/09/1995 10:54 7395774 WIU UMG

WORLD TRADE ORGANIZATION

JEstS SEADE
DEPUTY DIRECTOR-GENERAL

Centre William Rappard Telephone: (41 22) 739 51 11
Rue do Lausanne 154 Telefax: (41 22) 731 42 08
Case postale Telex: 412 324 OMC/WTO CH
CH - 1211 Genhve 21 Telegram: OMCIWTO, GENMVE

Direct telephone: (41 22) 739 66 00
Direct telefax: (41 22) 739 57 78

Reference: CO/555 Geneva, 20 September 1995

Dear Michael,

As you are aware, the Heads of Delegations of the WTO created a Working Party
under the Chairmanship of H.E. Mr. William Rossier of Switzerland to ascertain the elements
to be included in an agreement between the WTO and the World Bank. This process has
been completed, and those elements were conveyed to the World Bank in July.

Pursuant to that, we have, within the Secretariat, attempted to draft an agreement
which captures the elements in a structured manner. This draft is attached. I must stress
that this is very much a first effort on our own part and has only been provisionally looked
at by our Legal Department.

I very much hope that this draft comes close to your expectations and would appreciate
your comments. If after an initial exchange in the coming weeks, there are still major
outstanding questions to be addressed, perhaps we could do so during my forthcoming visit
to Washington at the time of the meeting of the Interim and Development Committees.

The final acceptance of what we agree on could be in the hands of our General Council
which will meet on 16 November 1995. I believe that from your side, the approval of the
Executive Board will also be necessary.

I look forward to receiving your comments and to seeing you in Washington in the
not too distant future.

Yours sincerely,

sis Seade

Mr. Michael Bruno
Vice President & Chief Economist
Development Economics & Chief Economist Dept.
The World Bank
1818 H Street, N.W.
Washington D.C. 20433
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20/9/95

AGREEMENT BETWEEN THE WORLD TRADE ORGANIZATION AND THE
INTERNATIONAL BANC FOR RECONSTRUCTION AND DEVELOPMENT

Having regard to the provisions of the Final Act Embodying the Results of the Uruguay Round

of Multilateral Trade Negotiations signed at Marrakesh on 15 April 1994 and in particular those dealing

with the relations between the World Trade Organization (hereinafter referred to as the "WTO") and

the International Bank for Reconstruction and Development (hereinafter referred to as the "World Bank");

Having regard to Article 111:5 of the Marrakesh Agreement establishing the World Trade

Organization (hereinafter referred to as "WTO Agreement"), which provides that "with a view to

achieving greater coherence in global economic policy-making, the WTO shall cooperate, as appropriate,

with the International Monetary Fund and with the International Bank for Reconstruction and

Development and its affiliated agencies";

Whereas Article V: 1 of the WTO Agreement provides that "the General Council shall make

appropriate arrangements for effective cooperation with other intergovernmental organizations that

have responsibilities related to those of the WTO";

Whereas Articles XXXVI:6 and 7 of the General Agreement on Tariffs and Trade 1994 recognize

the need for the WTO and the international lending agencies to work closely together to assist less-

developed countries to overcome the burdens that confront them in their quest to achieve economic

development;

Having regard to Article I:(iii) of the Articles of Agreement of the World Bank, which provides

that one of the objectives of the Bank shall be "to promote the long-range balanced growth of

international trade and the maintenance of equilibrium in balance of payments by encouraging

international investment for the development of the productive resources of members, thereby assisting

in raising productivity, the standard of living and conditions of labour in their territories":

The WTO and the World Bank hereby agree as follows:

h-imifwb4
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1. Consultations

The WTO and the World Bank shall consult with each other on all matters within their respective

competencies with the view to ensuring both the adoption of consistent and mutually supportive policies

and to achieving greater coherence in global economic policyniaking. To that end, they shall establish

focal points within their respective institutions and agree on appropriate procedures for collaboration.

Consultations on matters of mutual interest may be requested by either party.

2. Cooperation

The WTO and the World Bank shall cooperate in the discharge of their respective functions

within the framework of the WTO Agreement and the Articles of Agreement of the World Bank.

(a) Participation in Meetings

The World Bank shall invite a representative of the WTO to participate in meetings of the

Executive Directorc convened to examine trade policy ixtuee and other mattere, whether of a

multi-country or country-specific nature, which could affect the rights and obligations of WTO Members

under the WTO Agreement. The World Bank agrees to grant the WTO observer status at the World

Bank/International Monetary Fund (hereinafter referred to as the "Fund") bi-annual Development

Committee Meetings and World Bank/Fund Annual Meetings.

The WTO shall grant the World Bank observer status at the meetings of the Ministerial

Conference, General Council, Dispute Settlement Body, Trade Policy Review Body (TPRB), the three

sectoral Councils, Comm itee on Trar4Pah ne.vInpmrun ar .nmmnitti'rm nn Ralann-enf 2ayrnontc

Restrictions.

The WTO and the World Bank shall give sympathetic consideration to each other's requests

to participate in meetings of other bodies not mentioned in this Agreement, or where the matters to

be discussed by any of their bodies are of relevance to their respective mandates.

Tnie repre3mUaLLvC- or Liac WTO iuid LUic WujLii D ank al-1 nU hlavn (i E L i 511( uLI VLLs iii IaMLsl

other's meetings to which they are invited.

h-imfwb4
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The WTO and the World Bank shall make available to each other in advance the agenda, and
IctmairVd;Uwa1uLi, 'UL Tn tira1 '. wa=-yn1iy 'U h. i"i' d rzunt U17nt ia ur diivAgzceniciz.

(b) Exchange of Information and Access to Databases

Th1 Wnrbl RanV xhall mgani the wTO xcceqs to its databases and. for the confidential usC of
its Secretariat, supply it with any LCIVlAnj ikfuLuIiuU VL1 WLIUAUIL n1icubcis:- It shalt aiav pauvidu

relevant information on any of its members that is seeking accession to the WTO. provided the member
#.viLur.&&dup num. vbjvt LC, the diaclosurc of t&. infrtratior. to tho WTO.

The WTO chaff grant the WorlA Rsnk 2raPcc tn itE Integrated Data Rate and prnvide it with

Trade Policy Review reports, relevant documents of the Ministerial Conference. General Council, the
Diny"%.,. d Do.hi-1hr .s neoml Councila and -akhmr Lbodiem of the WTTO, avnapt 3wbra.any

of its Members objects to the disclosure of the information to the World Bank.

(iii) Staff Cooperation

The WTO and the World Bank shall hold regular meetings at the senior level between their

staff members to discuss any matter falling within their respective competencies and explore the

possibilities of undertaking projects on a cooperative basis.

The Director-General of the WTO and the President of the World Bank shall ensure cooperation

between the staff of the two institutions on matters of common interest.

3. Confidentiality

Each party to this Agreement shall ensure that any information communicated under the

Agreement shall be used only within the limits specified by the other party.

4. Implementation

The Director-General of the WTO and the President of the World Bank shall be responsible

for the implementation of this Agreement and, to that effect, shall make such arrangements as they

deem appropriate.

h-imfwbd
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5. Amendments

The provisions of this Agreement may be amended at the request of either the WTO or the

World Bank. In the event of such a request, the parties shall confer together with a view to reaching

mutual agreement on the proposed changes.

6. Withdrawal

Either party may withdraw from this Agreement on a date agreed by the parties or upon giving

the other party six month's notice in writing of the intention to withdraw. If the parties fail to agree

-- & 4at.* chl A diall rira affAht pnin tha avrniry nf six months from the dav on which the

written notice was received by the other party.

7. Date of Entry into Force

This Agreement shall enter into force on the date of its signature.

Done at .,.......... on ............... , in two copies, in the English language.

For the World Trade Organization: For the World Bank:

Director-General: The President of the Bank:

b-imfwb4



The World Bank/IFC/MIGA
O F F I C E M E M O R A N D U M

DATE: September 6, 1995 10:59am

TO: See Distribution Below

FROM: Atsuko Horiguchi, EXC ( ATSUKO HORIGUCHI@A1@WBWASH

EXT.: 84256

SUBJECT: WTO Update: FYI

DISTRIBUTION:
TO: LYN SQUIRE ( LYN SQUIRE@A1@WBHQB
TO: L. ALAN WINTERS ( L. ALAN WINTERS@A1@WBHQB
TO: SARWAR LATEEF ( SARWAR LATEEF@A1@WBHQB
CC: MICHAEL BRUNO ( MICHAEL BRUNO@A1@WBHQB
CC: MASOOD AHMED ( MASOOD AHMED@A1@WBHQB



The World Bank/IFC/MIGA
O F F I C E M E M O R A N D U M

DATE: September 1, 1995 02:44am EDT

TO: Alexander Shakow ( ALEXANDER SHAKOW@A1@WBWASH

FROM: Atsuko Horiguchi, EXC ( ATSUKO HORIGUCHI@A1@WBWASH

EXT.: 84256

SUBJECT: Development Committee and WTO

Alex:

Sorry to bother you at the beach! Just to touch base before
I run from the Wild West to the Far East:

WTO Geneva office (Evan Rogerson) called me several times to
register their displeasure at your August 18 invitation
letter that was sent out to all observers. Specifically,
their grievances were as follows:

o The form letter was "presentationally unfortunate" --
it was "cold" and didn't begin to acknowledge the
special relationship between WTO and the Bank, nor between
JDW and Renato Ruggiero. It was "not correct in terms of
the politics of the relationship."

o RR wanted to know whether his participation could be
scaled up -- especially given Boutros-Ghali's role -- to
make it worth his while to travel.

I relayed your points, which were that:

o BBG was asked to join only because of the 50th
anniversay of the UN;

o RR wasn't being asked to participate on a special
basis since debt and IDA were the main topics, not trade
(refering to the Joint Resolution that participation would
be based on relevance of topics);

o you would be happy to explain and discuss the matter
in great detail with them if they wished;

o a new and special status for the WTO -- if it were to
be requested -- was something that needed to be explored in
full over some time and discussed with the Ministers.

WTO was still not satisfied, and said that RR would probably
want to talk about it with JDW. I briefed JDW on the
matter, and he wanted to call RR himself, but Rogerson said
that he was traveling and difficult to reach.



Meanwhile, Rogerson asked me if we could help them get a
hotel room in Washington!

Sorry if the EM is a little disjointed (it's a little late),
but wanted you to know the scoop.

Please thank your staff (Janet Henrichsen and also a
gentleman that answers your phone) for their follow-up with
us.

Best,
Atsuko

CC: MASOOD AHMED ( MASOOD AHMED@A1@WBHQB
CC: Jane Holden ( JANE HOLDEN@A1@WBWASH
CC: Josie Bassinette ( JOSIE BASSINETTE@A1@WBWASH
CC: Khin Mala U ( KHIN MALA U@A1@WBWASH )



The World Bank/IFC/MIGA
O F F I C E M E M O R A N D U M

DATE: September 2, 1995 05:44pm EDT

TO: Atsuko Horiguchi ( ATSUKO HORIGUCHI@A1@WBWASH

FROM: Alexander Shakow, OPRDR ( ALEXANDER SHAKOW@A1@WBWASH

EXT.: 31828

SUBJECT: RE: Development Committee and WTO

Atsuko - Am now back in DC, while I hope you are in Aspen for a
little bit of holiday! Thanks for the update on WTO - sorry to
cause any complications, and indeed what was sent was designed as
a form letter for all the observers - of which there are 18 -
with no special cases (except for the UN S-G) in order to avoid
misleading any observers - all of which would like special
treatment. You made just the right points, and of course there
was no intention to be cool towards the WTO - just not to
distinguish one observer from another.

Anyway, JDW can blame all this on me, for he knew nothing about
it and I was simply playing my Exec Secy role in notifying the
observers of the impending changes. As I said, though, it was my
impression Ruggiero was invited to the Interim Committee - where
he has a more specific role - and so will be here anyway.
Whether he wishes to come for an hour to the D/C is another
matter. And in the future, perhaps the WTO should have a special
relationship with the D/C, but if the move is towards a
Bank-centric committee, this would be an unusual step to take.

Masood - has there been any discussion of this in your hearing
with WTO? I had understood there had not been, but I may have
not heard properly.

Anyway, Atsuko, thanks again. Let's chat on Tuesday re this and
what I can do to ease JDW's concerns on this point.

Alex

CC: MASOOD AHMED ( MASOOD AHMED@A1@WBHQB
CC: Jane Holden ( JANE HOLDEN@A1@WBWASH
CC: Josie Bassinette ( JOSIE BASSINETTE@Al@WBWASH
CC: Khin Mala U ( KHIN MALA U@A1@WBWASH )
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THE WORLD BANK/IFC/M.1.G.A.

OFFICE MEMORANDUM

DATE: July 28, 1995

TO: Mr. James D. Wolfensohn, EXC

FROM: MiC Bruno, DECVP[
JUL 281995

EXTENSION: 3 74 
By _

SUBJECT Board Seminar on Relations with the WTO

1. On July 26, the Board discussed possible modalities for cooperation
between the Bank and WTO. The discussion was structured around the mandate
which the WTO members had given their Secretariat to negotiate arrangements with
the Bank. The staff had circulated an annotated version of this mandate setting out the
background to the issues and the alternatives that might be open to the Bank in
negotiations. The seminar went well and the discussion was generally supportive and
constructive.

2. The Board expressed wholehearted support for cooperating with WTO
and for concluding negotiations speedily. The Board concurred that, despite their
slightly differing mandates, the Bank and WTO shared many common objectives and
should seek to act in a mutually supportive fashion. They recognized that the Bank
would frequently support countries in pursuing policies that were permitted but not
required by the WTO and agreed that Bank and WTO advice should try to distinguish
carefully between policy recommendations that were necessary to meet the
requirements of WTO and those that were desirable in the name of good economic
policy.

3. On specifics, there was a broad consensus that the Bank should seek
observership on the WTO's Dispute Settlement Body, and that in return it should offer
some form of observership at its own deliberations. The majority opinion was that the
Director General or his representative should be invited to observe Board proceedings
at all general discussions of international trade and trade policy, and that they might
observe some country discussions when trade policy was a major component. Most
Executive Directors felt that invitations to country discussions should be at Bank
discretion, but that the WTO might solicit invitations on its own initiative. A few
Executive Directors did not wish to go so far but there was little opposition to WTO
attending general discussions. It was universally agreed that informal contacts at staff
level were the best means of making cooperation and collaboration operational.

/ 4. We will start discussions on cooperation with the WTO, and also with
theIMF, with which we wish to maintain a degree of parallelism on this matter. When

a we are close to agreement we will consult with you and then draw up a draft
memorandum of understanding for submission to the Executive Board and ultimately



Mr. James D. Wolfensohn -2- July 28, 1995

the Board of Governors. I hope this will be in time for the WTO to approve the
arrangements at their General Council meeting in November this year.

5. Two other contentious issues arose at the Board Seminar. First, Mrs.
Herfkens and Mr. Gerber stressed the importance for the Bank to reopen its office in
Geneva, arguing that only through full-time official representation, could the Bank
adequately monitor and cooperate with activities in the WTO. We replied that we
would review the future of the Geneva office as the form of cooperation with WTO
emerged over the next year or so. They will probably come back to this issue at some
stage.

6. Second, Executive Directors representing transition countries which are
currently not members of the WTO complained that the Bank did too little to aid these
countries' accession to WTO. We explained that the Bank gives a good deal of
general advice on international trade policy to these countries but that, despite our
strong desire that they should accede to the WTO, we were neither qualified nor
institutionally able to become involved in the detailed negotiation of accession.
Moreover, the WTO Secretariat already provides technical assistance on detailed
negotiating issues. We explained that, subject to resource constraints, the Bank would
entertain any requests for assistance that these countries' authorities made. Executive
Directors, and particularly Mrs. Herfkens, were still unhappy with the extent of Bank
support on trade issues for these countries. As a result, in consultation with the ECA
Region,. we are compiling an inventory of the Bank's recent trade-related work in
these countries.

c.c. Messrs. G. Kaji, S. Sandstrom, R. Frank, EXC,
M. Ahmed, L.A. Winters, J.M. Finger, IEC



THE WORLD BANK/IFC/M.I.G.A.

OFFICE MEMORANDUM

DATE: July 3, 1995

TO: M Atsuko Horiguchi, EXC

FROM: I Winters, Acting IECDR

EXTENSION: 33800

SUBJECT: Mr. Wolfensohn's Meeting in Geneva, July 6

I have obtained sight of the WTO's proposed agenda for this meeting
from the IMF and attach it herewith. It contains a significant section on Africa
and I understand that this is the section which Mr. Camdessus will seek to
emphasize. Accordingly I also attach a brief note for Mr. Wolfensohn detailing
examples of on-going inter-agency collaboration on international trade policy
for Africa. I would anticipate that this topic will be Mr. Ruggiero's specific
interest in the discussion. The Bank's role in Africa is far broader than just
trade policy, but I assume that if you need further details you will ask AFR.

I have just heard from John Croome, our consultant in Geneva, that the
WTO now believes that it will not be able to agree the modalities for Bank-
WTO collaboration in time for its July General Council. Since we now cannot
make any statement on that issue, any press release is likely to be rather thin.

On communication, I am sure that Mr. Wolfensohn can determine how
often he wishes to meet his fellow Heads. I hope, however, that such meetings
will not overshadow the regular informal contact between the staff who
actually do the work of common interest in different institutions, which Mr.
Wolfensohn advocated as the means of cooperation and coherence when he
met Mr. Ruggiero in June.

Attachments

c.c. M. Ahmed, IIECDR (o/r); M. Bruno (o/r), M. Baird, DECVP
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MEETING OF FOUR HEADS OF INSTrTUTIONS

I. Purnose of Meeting

To provide a quick and effective response to the many calls from political leaders,

including the recent G7 Communique, for greater cooperation between the multilateral

institutions and elimination of overlap.

II. Atenda

I. Communicatn

* Creation of a "hot line" between the Heads of Institution to enhance effective

communication between Heads and their staffs.

-The Heads will meet. In principle, twice a year.

2. Africa

* Overall approach to cooperation to ensure the necessary domestic institutional

development and capacity building to fully benefit from the advantages accruing from.

the Uruguay Roundeate and Improve the domestic capabilities for African countries

to participate In the multilateral trading system and expand and diversify their exports..

0 Substantive interagency cooperation in the preparation and implementation of the WTO

planned study and symposium on Africa.

* Commitment by WTO to do likewise in Initiatives of other organizations.

* Coordinated follow-up by each institution in worc relating to the Uruguay Round

Ministerial Decisions on Net-Food Importing Countries and on Least-Developed

10imfwb3



Countries, particularly relevant for Africa: enhanced cooperation between the WTO

and the WTO/UN ITC, and between these and other institutions.

3. C pration

* Identify areas of overlap and propose what to do about them; enhance complementariy

between existing functions and avoid duplication in the future.

* Intensify cooperation:

* Each Head of Agency to address relevant fora in the other three institutions

on appropriate occasions.

* Enhance effectiveness of the agencies' technical assistance programmes through

greater cooperation and mutual support among the activities of the WTO, IMF,

World Bank, UN agencies and other organizations.

* Cooperative efforts to be increased in the organization of seminars or conferences

on specific issues (see item on Africa).-

- Intensify the exchange of quantitative and other information on a regular basis

between the organizations.

0 More general follow-up on the Ministerial Decisions referred to above (under

*Africa"), as they pertain to other developing and particularly least-developed

countries; linkages between the WTO and the Financial Institutions and/or UN

Agencies as appropriate, as called for in the Ministerial Decisions.

4. Outcome of the meeting: Joint Communiqu? Press Release

IOimfwb3



Inter-Agency Collaboration on Africa

Note for Meeting of Heads of Institutions:
IMF, UN, World Bank, WTO

The development problems of Africa are manifest and clearly deserve the
concerted and coordinated attention of the international community. The World
Bank devotes substantial resources to lending in Africa and to the analysis of African
economies. It is happy to make the latter resources available to sister institutions as
appropriate.

The Bank's work on Africa covers many topics. In the area of international
trade policy, which Mr. Ruggiero will presumably raise, the Bank is conducting
analysis on the extent of trade reform in Africa, on the effects of the Uruguay Round
and on the cost of transportation of African exports. It is enthusiastic to cooperate
with other agencies and, indeed, already has a number of cooperative arrangements.
For example:

The UN Initiative on Africa: The Bank has contributed analysis on
several fronts and is leading a study of foreign barriers to African
exports to industrial countries. The WTO (through its Chief
Economist) and UNCTAD (through the Manufactures Division) are
collaborating on this.

UNCTAD and the Bank (International Trade Division) are
collaborating on a study of barriers to African imports, which is at least
as important a policy issue as barriers to exports.

The WTO is initiating a major study to help Africa take advantage of
the Uruguay Round in collaboration with other Geneva-based
agencies-UNCTAD, WIPO and the International Trade Centre. The
Bank (International Trade Division) has been asked and has agreed to
collaborate on this, although details are yet to be fixed.

UNDP, UNCTAD and the Bank are studying trade and investment
policy in services (Expansion of Foreign Direct Investment and Trade
in Services) and produced a joint handbook on "Liberalizing
International Trade in Services" in 1994.

[k:\jdw-afr. doc\3-4u 1951



A L L - I N - I N O T E

DATE: 29-Jun-1995 12:52pm

TO: ATSUKO HORIGUCHI ( ATSUKO HORIGUCHI @Al@WBWASH

FROM: Masood Ahmed - IECDR, IECDR ( MASOOD AHMED )

EXT.: 33800

SUBJECT: Mr. Wolfensohn's July 6 Meeting

Atsuko,

Thanks for the update on status of preparations. I haven't heard
at all from Gary, but we will try to touch base with the Fund
again today and see if they have anything new.

On your question of where Gary fits into the WTO, the answer is
that he's the Director of Development Policy, reporting to Jesus
Seade, Deputy-DG. He is reponsible for general relations with
World Bank and IMF and, I believe, UN agencies. As here,
however, liason on specific tasks is undertaken by the staff
concerned with those tasks. Thus we liase also with Richard
Blackhurst on economic research and policy, Jean-Maurice Leger on
data, Peter Tullock on TPRM.

Ruggiero will have a personal office and also has an advisor who
handles press and other matters--David Wood, who also came to the
Bank on June 13.

In some ways, it would be easier to work with someone other than
Gary, but as long as he is the designated contact I think we
should use him. It is a problem tha Gary likes to confuse lines
of communication, but I believe that firm action on our side to
direct queries back to Alan will help to sort this out after a
while.

All the best.

Masood

CC: Michael Bruno ( MICHAEL BRUNO )
CC: Mark Baird ( MARK BAIRD )
CC: L. Alan Winters ( L. ALAN WINTERS )
CC: Nancy Barrett ( NANCY BARRETT )



A L L - I N - 1 N O T E

DATE: 28-Jun-1995 09:47pm

TO: MASOOD AHMED ( MASOOD AHMED @Al@WBHQB

FROM: Atsuko Horiguchi, EXC ( ATSUKO HORIGUCHI@Al@WBWASH )

EXT.: 82964

SUBJECT: Mr. Wolfensohn's July 6 Meeting with

Masood:

Thanks for the briefing notes. I've spoken to Gary Sampson
several times, and still await clarification of plans and
agenda items. He has now promised first thing Thursday
morning. I will of course let you know as soon as he comes
through with something.

By the way, is Gary in the office of Mr. Ruggiero? Where
does he fit into the scheme of things, WTO-wise? Is there
anybody else that is a point of contact for us there?
Please advise.

Thanks and all the best,
Atsuko

CC: MICHAEL BRUNO ( MICHAEL BRUNO @Al@WBHQB )
CC: MARK BAIRD ( MARK BAIRD @Al@WBHQB )
CC: L. ALAN WINTERS ( L. ALAN WINTERS @Al@WBHQB )
CC: NANCY BARRETT ( NANCY BARRETT @A1@WBHQB )



June 28, 1995

Note to Ms. Atsuko Horiguchi

Atsuko,

Re: Briefing Material for July 6 Meeting with Mr. Ruggiero et al.

I understand that you requested Alan Winters to send up the draft briefing
note and related material that we have prepared in anticipation of the July 6
meeting. This material is attached.

As he mentioned to you, we are still awaiting inputs from both Gary
Sampson and our colleagues in the Fund on the issues they would like to table at
the meeting. So the attached drafts will need to be modified in the light of these
inputs closer to the date. If you get any feedback from Gary directly on suggested
agenda items, please let us know and we can then prepare additional briefing
material as required.

Regards,

Masood Ahmed

Attachments

cc: Messrs. Kaji (o/r), Bruno (o/r), Baird, Winters



June 21, 1995 22 F31

To Distribution:

Summary of the Wolfensohn-Ruggiero Meeting on June 13. 1995

This note is a summary of the above meeting and also reports on a subsequent visit
by Mr. Sampson to Atsuko Horiguchi the following day.

Mr. Ruggiero visited the Bank on June 13, 1995 to meet with Mr.
Wolfensohn for 30 minutes. He was accompanied by Gary Sampson
(responsible for Bank-IMF relations in the WTO Secretariat) and two other
staff members. Atsuko Horiguchi and I joined for the Bank.

This was Mr. Ruggiero's first visit to the Bank and the first official meeting
between the two men, although they have known each other for many years
and had participated in a forum at Bildeburg two days before.

Mr. Ruggiero opened the meeting by giving a brief account of the status of
WTO deliberations on formalizing working arrangements with the Bank (and
the IMF). He said that this had taken a little longer than he would have liked

but he was hopeful that things would proceed quickly now and was targetting
the July 19 meeting of his General Council to get the delegations' approval of
a mandate for the Secretariat to proceed with negotiating these arrangements.
The one sticky issue was the observership of the Bank at the DSB, but he

expected that this too would be resolved.

He then expressed his desire to move forward with defining and
implementing arrangements to maximize the collaboration and cooperation
between the two staffs, both in country specific discussions and on general
issues. He also thought it was now opportune to start thinking about how the
concept of "coherence" could be operationalized.

Mr. Wolfensohn reciprocated by confirming that the Bank was eager to build
upon the good working relationship that the two organizations had
traditionally enjoyed. He had found the draft staff note on future working
relationships to be sensible and non-controversial; he was happy that these
arrangements would now be expedited. Beyond the initial arrangements, he
was committed to making sure that the staff output and expertise in the Bank
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would be made freely available to WTO colleagues, and thus saw little point
in the WTO setting up a parallel capacity to do similar analysis at a time
when resources would be constrained everywhere.

On the question of "coherence," Mr. Wolfensohn stressed the view that the
best collaboration and coherence came from informal, frequent and close
contact at all levels in the two organizations. He appreciated that some
formalization of collaborative arrangements was necessary and would be
happy to look at specific ideas on this, but this did not replace the need for
regular professional interaction. He informed Mr. Ruggiero of his planned
regular meetings with Mr. Camdessus and Mr. Boutros-Ghali and suggested
that Mr. Ruggiero might care to join some of these meetings. He also
proposed that the heads of the WTO/IMF and World Bank could meet during
the Annual Meetings and the Spring Meetings on a regular basis.

Mr. Sampson raised the specific issue of a focal point for WTO related
operational issues in the Bank. He pointed out that there had been cases in
the past of Bank advice to a country contravening GATT obligations. I
explained that this problem had indeed occurred in the case of Egypt some
years ago but was not a widespread issue. Nevertheless, it was important to
ensure that consistency with WTO obligations was reviewed early in future
trade related operations. The country departments had primary responsibility
for this, with the International Trade Division in IEC providing advice and
support and also a secondary line of review in the context of DEC's
participation in the Loan Committee. (FYI: the circulation to operational
staff of the guidelines for Bank-WTO collaboration, once they have been
finalized with the WTO, will provide an occasion to stress the importance of
this issue in preparing trade related operations.)

The meeting ended with Mr. Ruggiero inviting Mr. Wolfensohn to dinner
during his visit to Geneva in early July. This dinner has now been set for the
evening of July 6; Mr. Camdessus will also join the dinner.

Post Script from Atsuko Horiguchi: Gary Sampson came to see me (Atsuko)
the day after the June 13 meeting to communicate a level offrustration on
WTO's part that some substantive issues did not get discussed. He also
relayed an impression that Mr. Wolfensohn wasn't adequately briefed on the
agenda items. I told him that I appreciated his initiative to contact me and
that in future, we would work closely together and coordinate the agenda
items.
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COHERENCE/RECIPROCITY/COLLABORATION Mr. Sampson
repeated Mr. Ruggerio's point about WTO's ministerial mandate to create
coherence with the Bank and IMF. He said that they were "much further
down the road" with the Fund. In fact, he's just come across 19th Street,
where Mr. Ruggiero haid an hour session with the full Executive Board of the
IMF, chaired by Mr. Camdessus. WTO has requested observership on the
Fund's Interim Committee, and has been told that it's not a problem. WTO
would like observership status on Interim and Development Committees and
exchange of staff He sees Mr. Wolfensohn's Presidency as an opportunity to
strengthen relations between the two institutions.

WTO is presently drafting an agreement to sign with the Bank and the Fund
that would include reciprocity and collaboration on: ministerial meetings
with JDW participation, periodic senior management meetings, observership
status on Interim and Development Committees and exchange of staff He
sees Mr. Wolfensohn's Presidency as an opportunity to strengthen relations
between the two institutions.

CROSS-CONDITIONALITY Another message Mr. Sampson reiterated
was their concern that Bank financial assistance packages with trade

components don't violate WTO rules. Contrary to what was said in the
meeting, he claimed, there had been "more than just a few' cases" where
inconsistent policy advice from our two institutions have been a problem. I
assured him that I would look into it and ensure that channels of
communications are clear on this matter.

I promised Mr. Sampson even closer coordination in advance of Ruggiero-
Wolfensohn meetings so that all substantive issues get discussed openly and
to both parties' satisfaction.

Masood explained to me that:
* WTO already has observership on the Development Committee;
* Cross conditionality has been on ongoing gripe but WTO has failed to

produce evidence of this problem aside from Egypt's case;
* There are some internal turf battles in WTO that may explain Mr.

Sampson's frustrations

Masood and I agreed that we would make sure communications on our end
are open and thorough so that we are working with a united front with the
WTO.
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Next Steps

* We need to check again if there are additional cases of Bank advice that is
inconsistent with WTO obligations: IEC will prepare a note and also ask Mr.
Sampson to provide specific examples of the additional instances he has referred to.

* Strengthen review of Trade operations for WTO consistency: when the WTO-Bank
cooperation agreement is circulated to staff, the cover note should stress the
importance of early focus on WTO obligations; DEC is also moving its review of
operations progressively upstream into the Regional Loan Committees.

* Progress in finalizing Cooperation Agreement: IEC will follow up with WTO staff
on progress at their end; including outcome of July 19 General Council Meeting.

* Brief for July 6 dinner meeting: IEC will contact counterparts in WTO and IMF to
prepare brief for Mr. Wolfensohn's trip.

Masood Ahmed

Distribution:

Messrs/Mme. Kaji, Bruno, Baird, Winters, Horiguchi



A L L -I N - 1 N O T E

DATE: 19-Jun-1995 07:33pm

TO: L. Alan Winters ( L. ALAN WINTERS)

FROM: Masood Ahmed - IECDR, IECDR ( MASOOD AHMED )

EXT.: 33800

SUBJECT: wto fUN AND GAMES

Atsuko Horiguchi called me to say that after the meeting last
week between Messrs Wolfensohn and Ruggiero, Gary Sampson had
come to see her to say that he was surprized and unhappy at how
poorly Mr W. had been briefed for the meeting. He was
particularly unhappy that the issue of ensuring consistency of
advice between the BAnk and the WTO was made by me to appear less
important than it was.

(I had said at the meeting in response to the issue which he
raised, that inconsistent advice had in fact been a problem in a
couple of operations (notably Egypt) but this was not a
widespread problem; I had also said that the primary
responsiblity for ensuring WTO consistency in Bank operations lay
with the country departments concerned but that DEC's input into
the loan committee was an opportunity for a central review of WTO
consistency in adjustment operations, and that we were moving
this review progressively upstream into the regional loan
committee stage.)

Gary complained to Atsuko that in fact the problem was much more
widespread than a few cases, and that the absence of a central
unit that could ensure the consistency of Bank operations was a
source of concern and frustration for the WTO. He then proceeded
to a more general griping session about how things were much
better organized in the Fund and how the definition of coopertive
arrangements was more advanced witht he Fund, whereas with the
Bank we had been much less effective. Needless to say, he did not
convey any of the above sentiments to me directly. Indeed, his
meeting with me prior to the Wolfensohn meeting was all about how
things were moving in parallel on defining WTO arrangements for
collaborating with the Fund and the Bank, and there was no need
for us to raise this as an issue at this stage. (This is also the
impression that Mr Ruggiero's remarks at the meeting left).

Part of this is simply the internal game playing among WTO staff,
and GAry as we know is a slippery customer. I gave ATsuko some of
hte background on this, including the desire on the part of some
of the WTO staff to set up a WAshington office. I also thanked
her for sharing this with me, since this was the only way to make
sure that the PResident was fully briefed on thi relationship in
the future. (Gary of course had told her all this in confidence!)
However, we should be prepared to give Mr W. more info on the



specifics of the GATT consistency issue including how often there
has been a problem in the past and how our current arrangements
for review help deal with the problem.

We need to do this by early next week since MrW might want to
have a follow up briefing prior to his visit to GEneva and the
dinner with Ruggiero and Camdessus. More generally, we will need
to document much more the discussions with the WTO staff in the
ocming weeks, since Gary's desire to set up a direct line with
the President's office will not be easily thwarted.

Let's discuss on your return.

Masood

CC: Michael Bruno ( MICHAEL BRUNO )
CC: ANA MARIA CHASSELOUP ( ANA MARIA CHASSELOUP @A1@WBWASH
CC: Mark Baird (MARK BAIRD )
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DATE: 19-Jun-1995 07:37pm

TO: See Distribution Below

FROM: Masood Ahmed - IECDR, IECDR ( MASOOD AHMED )

EXT.: 33800

SUBJECT: fyi/

I forgot to mention in the em I just sent you that what prompted
Atsuko's call back was the attached draft note on the meeting
which I sent her for coments. After our conversation we agreed
that the best way to proceed was to add a para in the note on
the "Postscript Visit" by Gary so that the note would be a
complete record jointly drafted by her and me.

DISTRIBUTION:
TO: L. Alan Winters ( L. ALAN WINTERS )
TO: Michael Bruno ( MICHAEL BRUNO )
TO: Mark Baird ( MARK BAIRD )
CC: ANA MARIA CHASSELOUP ( ANA MARIA CHASSELOUP @A1@WBWASH
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DATE: 18-Jun-1995 12:53pm EST

TO: ATSUKO HORIGUCHI ( ATSUKO HORIGUCHI @Al@WBWASH

FROM: Masood Ahmed - IECDR, IECDR ( MASOOD AHMED )

EXT.: 33800

SUBJECT: Note on Wolfensohn-Ruggiero Meeting

Atsuko,
I was planning to send out the following em for the record on the
meeting last week. Do you want to add anything to it?

"To: Distribution
Fr: MA
Subj: Meeting between Messrs. Wolfensohn and Ruggiero.

Mr. Ruggiero visited the Bank on June 13, 1995 to meet with Mr
Wolfensohn for 30 minutes. He was accompanied by Gary Sampson
(responsible for Bank-IMF relations in the WTO secretariat) and
two other staff members. Atsuko Horiguchi and I joined for the
Bank.

This was Mr Ruggiero's first visit to the Bank and the first
official meeting between the two men, although they had
participated in a forum at Bildeburg two days beore.

Mr Ruggiero opened the meeting by giving a brief account of the
status of WTO deliberations on formalizing working arrangements
with the Bank (and the IMF). He said that this had taken a little
longer than he would have liked but he was hopeful that things
would proceed quickly now and was targetting the July 19 meeting
of his general council to get the delegations' approval of a
mandate for the Secretariat to proceed with negotiating these
arrangements. The one sticky issue was the observership of the
Bank at the DSB, but he expected that this too would be resolved.

He then expressed his desire to move forward with defining and
implementing arrangements to maximize the collaboration and
cooperation between the two staffs, both in country specific
discussions and on general issues. He also thought it was now
opportune to start thinking about how the concept of "coherence"
could be operationalized.

Mr W. reciprocated by confirming that the Bank was eager to build
upon the good working relationship that the two organizations had
traditionally enjoyed. He had found the draft staff note on
future working relationships to be sensible and
non-controversial; he was happy that these arrangements would now
be expedited. Beyond the initial arrangemetns, he was commited
to making sure that the staff output and expertise in the Bank



would be made freely available to WTO colleagues, and thus saw
little point in the WTO setting up a parallel capacity to do
similar analysis at a time when resources would be constrained
everywhere.

On the question of "coherence", Mr W. stressed the view that the
best collaboration and coherence came from informal, frequent and
close contact at all levels in the two organizations. He
appreciated that some formalization of collaborative arrangements
was necessary and would be happy to look at specific ideas on
this, but this did not replace the need for regular professioanl
interaction. He informed Mr. Ruggiero of his planned regular
meetings with Mr Camdessus and Mr Boutros-Ghali and suggested
that Mr Ruggiero might care to join some of these meetings. He
also proposed that the heads of the WTO/IMF and World Bank could
meet during the annual meetings and the spring meetings on a
regular basis.

Mr Sampson raised the specific issue of a focal point for WTO
related operational issues in the BAnk. He pointed out that there
had been cases in the past of Bank advice to a country
contravening GATT obligations. I explained that this problem had
indeed occured in the case of Egypt some years ago, but was not a
widespread issue. Nevertheless, it was important to ensure that
consistency with WTO obligations was reviewed early in future
trade related operations. The country departments had primary
responsibility for this, with the International Trade division in
IEC providing advice and support and also a secondary line of
review in the context of DEC's participation in the loan
committee. (FYI: the circulation to operational staff of the
guidelines for Bank-WTO collaboration, once they have been
finalized with the WTO, will provide an occasion to stress the
importance of this issue in preparing trade related operations).

The meeting ended with Mr Ruggiero inviting Mr W. to dinner
during his visit to Geneva in early July. This dinner has now
been set for the evening of July 6; Mr Camdessus will also join
the dinner. "

Distribution:
Messrs./Mesdames Kaji, Bruno, Baird, Winters. Ms Horiguchi.( pls
suggest additions)

Regards.

Masood

CC: ANA MARIA CHASSELOUP ( ANA MARIA CHASSELOUP @Al@WBWASH
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Mr. S. Lateef, Acting Director, EEC S9-065
cc.: Mr. Alan Winters R2-033

URGENT PER YOUR REQUEST

FOR COMMENT PER OUR CONVERSATION

FOR ACTION NOTE AND FILE

FOR APPROVAL/CLEARANCE FOR INFORMATION

FOR SIGNATURE PREPARE REPLY

NOTE AND CIRCULATE NOTE AND RETURN

RE: Attached

REMARKS:

Sarwar,

Could IEC please prepare a response to Mr. Wolfensohn? I suggest the response be in
the form of a memo from Michael to Mr. Wolfensohn. Kate will fax it to Michael for his
approval. Thanks.

Greg Ingram

(We faxed a copy to Alan today.)

FROM ROOM NO. EXTENSION
Gregory Ingram N9-033 31052
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OFFICE MEMORANDUM

DATE: July 28, 1995

TO: Mr. James D. Wolfensohn, EXC

FROM: Mic Bruno, DECVP

JUL 281995
EXTENSION: 3 74 By

SUBJECT Board Seminar on Relations with the WTO

1. On July 26, the Board discussed possible modalities for cooperation
between the Bank and WTO. The discussion was structured around the mandate
which the WTO members had given their Secretariat to negotiate arrangements with
the Bank. The staff had circulated an annotated version of this mandate setting out the
background to the issues and the alternatives that might be open to the Bank in
negotiations. The seminar went well and the discussion was generally supportive and
constructive.

2. The Board expressed wholehearted support for cooperating with WTO
and for concluding negotiations speedily. The Board concurred that, despite their
slightly differing mandates, the Bank and WTO shared many common objectives and
should seek to act in a mutually supportive fashion. They recognized that the Bank
would frequently support countries in pursuing policies that were permitted but not
required by the WTO and agreed that Bank and WTO advice should try to distinguish
carefully between policy recommendations that were necessary to meet the
requirements of WTO and those that were desirable in the name of good economic
policy.

3. On specifics, there was a broad consensus that the Bank should seek
observership on the WTO's Dispute Settlement Body, and that in return it should offer

some form of observership at its own deliberations. The majority opinion was that the
Director General or his representative should be invited to observe Board proceedings
at all general discussions of international trade and trade policy, and that they might
observe some country discussions when trade policy was a major component. Most
Executive Directors felt that invitations to country discussions should be at Bank
discretion, but that the WTO might solicit invitations on its own initiative. A few
Executive Directors did not wish to go so far but there was little opposition to WTO
attending general discussions. It was universally agreed that informal contacts at staff
level were the best means of making cooperation and collaboration operational.

/ 4. We will start discussions on cooperation with the WTO, and also with
the IMF, with which we wish to maintain a degree of parallelism on this matter. When

- we are close to agreement we will consult with you and then draw up a draft
memorandum of understanding for submission to the Executive Board and ultimately



Mr. James D. Wolfensohn -2- July 28, 1995

the Board of Governors. I hope this will be in time for the WTO to approve the
arrangements at their General Council meeting in November this year.

5. Two other contentious issues arose at the Board Seminar. First, Mrs.
Herfkens and Mr. Gerber stressed the importance for the Bank to reopen its office in
Geneva, arguing that only through full-time official representation, could the Bank
adequately monitor and cooperate with activities in the WTO. We replied that we
would review the future of the Geneva office as the form of cooperation with WTO
emerged over the next year or so. They will probably come back to this issue at some
stage.

6. Second, Executive Directors representing transition countries which are
currently not members of the WTO complained that the Bank did too little to aid these
countries' accession to WTO. We explained that the Bank gives a good deal of
general advice on international trade policy to these countries but that, despite our
strong desire that they should accede to the WTO, we were neither qualified nor
institutionally able to become involved in the detailed negotiation of accession.
Moreover, the WTO Secretariat already provides technical assistance on detailed
negotiating issues. We explained that, subject to resource constraints, the Bank would
entertain any requests for assistance that these countries' authorities made. Executive
Directors, and particularly Mrs. Herfkens, were still unhappy with the extent of Bank
support on trade issues for these countries. As a result, in consultation with the ECA
Region,. we are compiling an inventory of the Bank's recent trade-related work in
these countries. e

c.c. Messrs. G. Kaji, S. Sandstrom, R. Frank, EXC,
M. Ahmed, L.A. Winters, J.M. Finger, IEC
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JAMES D. WOLFENSOHN
President

August 1, 1995,

Mr. Renato Ruggiero
Director General
World Trade Organization
Centre William Rappard
Rue de Lausanne 154
CH-1211 Geneva 21
SWITZERLAND

Dear Renato:

It was a great pleasure to see you in Geneva on July 6; I am gratefil to you for
orchestrating our meeting with Boutros and Michel. Thank you for your note of July 11.
I apologize for not responding earlier, but since I saw you at Hotel Richmond, I traveled
to another dozen countries and just returned from Latin America last week.

As arranged, I did speak to Mickey Kantor concerning the agreement on financial
services. He confirmed that he was in favor but that there was absolutely no support in
the Congress. I did all that I could, also with other government members, but I was not
greatly effective. Nevertheless, I congratulate you on your achievement in bringing the
negotiations to agreement.

On a broader level, I would like to assure you that the commitment to continuing
and deepening the cooperation between the WTO and the Bank is strong at all levels of
my staff In fact, the Bank's Executive Board discussed this very matter last week, and I
am pleased to report to you the Board's unambiguous enthusiasm for our two
organizations to intensify cooperation. There should be no difficulties in obtaining
observership for you at Board meetings when general trade policy issues are discussed.
Both the Board and I hope that our respective staff can settle the modalities of
cooperation quickly; I hope that discussions will commence expeditiously to that end.

From my end, I look forward to hearing about the deliberations of the high-level
working group on coherence in international economic policy making.



The imperative for you, Boutros, Michel and I to continue meeting on a regular
basis is clear. Thank you for hosting the first of what will be a series of such forums.
Incidentally, I would love to receive copies of photographs from that momentous
occasion.

Sincerely yours,

James D. Wolfensohn

cc: Messrs. Frank. Kaji. Sandstr6m. Bruno, Ahmed. Winters. Malloch-Brown,
Ms. Horiguchi
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GATT/AIR/3688 30 MAY 1995

SUBJECT: TOKYO RHoUD COMMITTEE ON ANTI-DUMPING PRACTICES - REGULAE
MEETING TO BE HELD ON_1.2 JUNE _1995

THE COMMITTEE ON ANTI-DUMPING PRACTICES WILL HOLD A REGULAR MEETING
ON MONDAY, 12 JUNE 1995 STARTING IMMEDIATELY AFTER THE CONCLUSION OF
THE WTO COMMITTEE MEETING IN THE CENTRE WILLIAM RAPPARD.

2. THE FOLLOWING AGENDA IS PROPOSED FOR THIS REGULAR MEETING:

A. ELECTION OF VICE-CHAIRMAN

B. LEGISLATION AND REGULATIONS (ADP/1 AND\ADDENDA)

C. SEMI -ANNUAL REPORTS OF ANTI -DUMPING AGIeNS TAKEN WITHIN THE
PERIOD 1 JULY-31 DECEMBER 1995 (AD 134 AND ADDENDA)

D. REPORTS ON ALL PRELIMINARY OR FINAL' I-DUMPING DUTY ACTIONS
(ADP/W/3B5)

E. EC - ANTI-DUMPING DUTIES ON ATID1A SETTES ORIGINATING IN
JAPAN - REPORT OF THE PANEL & 136)

F. UNITED STATES - IMPOSITION/OF ANTI-DUMPING DUTIES ON IMPORTS
OF SEAMLESS STAINLESS ST EL IWLLOW PRODUCTS FROM SWEDEN -
REPORT OF THE PANEL (ADF

G. UNITED STATES - ANTI-DUMPING DUTIES ON GRAY PORTLAND CEMENT
AND CEMENT CLINKER FROM MEXICO - REPORT OF THE PANEL (ADP/82)

H. UNITED STATES - AI/VDUMPING DUTIES ON IMPORTS OF STAINLESS
STEEL PLATE FROM S EN - REPORT OF THE PANEL (ADP/117 AND
CORR.1)

I. EC - ANTI- MING INVESTIGATION OF IMPORTS OF 3.5 INCH
MAGNETIC DI R HONG KONG (ADP/123; ADP/M/44, PARAGRAPHS
157-167)

J. GUIDELI S)R INFORMATION PROVIDED IN THE SEMI-ANNUAL
REPORTS /122; ADP/M/44, PARAGRAPH 73)

K. ONG NT ANELS AND OTHER DISPUTE SETTLEMENT ISSUES

L. OTHESINESS

3. PARTIES TO THE AGREEMENT AND OBSERVERS WISHING TO BE REPRESENTED
AT THIS REGULAR MEETING ARE REQUESTED TO INFORM ME AS SOON AS POSSIBLE
OF THE NAMES OF THEIR REPRESENTATIVES.

RENATO RUGGIERO

95-1414

ZO 39Vd iiv! GOGGGEL L8:GT 96/90/LO
.0 . - a 66T gl:L T:60 2L0 Lirr Pam-



WTO/AIR/95 30 MAY 1995

ULJECT: COMMITTEE ON ANTI-DUMPING PRACTICES - REGULAR MEETING TO BE
HELD ON 12 JMNE 1995

I. THE COMMITTEE ON ANTI-DUMPING PRACTICES WILL HOLD A REGULAR MEETING
ON MONDAY, 12 JUNE 1995 STARTING AT 10 A.M. IN THE CENTRE WILLIAM
RAPPARD.

2. THE FOLLOWING AGENDA IS PROPOSED FOR THIS REGULAR MEETING:

A. OBSERVERS: INTERNATIONAL ORGANIZATIONS

B. ELECTION OF VICE-CHAIRMAN

C. RULES OF PROCEDURE

D. NOTIFICATIONS OF LEGISLATION (ARTICLE 18.5 AND
G/ADP/N/1/SUPP.1 AND ADDENDA)

E. SEMI-ANNUAL REPORTS OF ANTI-DVMZG ACTIONS: FORMATS
(ADP/122, G/ADP/M/1, PARA. 5

F. SEMI-ANNUAL REPORTS OF ANTI-:0 IG ACTIONS (G/ADP/N/2 AND
ADDENDA)

G. PRELIMINARY AND FINAL I- M PING ACTIONS; FORMAT
(ADP/124, G/ADP/M/1, PA 7)

H. PRELIMINARY AND FINAL JANTI-DUMPING ACTIONS: NOTIFICATIONS
(G/ADP/N/3)

I. PROPOSAL TO MA ICATIONS UNRESTRICTED

J. ANTI -CIRCOVNqtO

K. EU ENLARGEMQ AND AUTOMATIC APPLICATION OF ANTI-DUMPING
DUTIES TO TIF(<EW MEMBERS OF THE EU - ITEM REQUESTED BY JAPAN

L. OTHER = S

3. MEMBERS OF AND OTHER SIGNATORIES OF THE FINAL ACT THAT
ARE CONTRACTIN TIES TO THE GATT 1947 AND ARE ELIGIBLE TO BECOME
ORIGINAL MEMD 5 0 THE WTO (DECISION OF THE GENERAL COUNCIL CONTAINED
IN WT/L/27) AS GOVERNMENTS OBSERVERS TO WTO BODIES WHICH WISH
TO BE REPRES T THIS MEETING ARE REQUESTED TO INFORM THE SECRETARIAT
OF THE NAMES OF THEIR REPRESENTATIVES AS SOON AS POSSIBLE.

RENATO RUGGIERO

95-1413

0 BE91d 9099GEL L0:9T 96/90/LO
G 66T. Sj:LT:68 .1- '-'" P"4M -



WTO/AIR/97 30 MAY 1995

SUBJECT: COMMITTEE ON SUBSIDIES AND NMASURS - REGULAR
MEETING TO BE HELD ON 13 JUNE 1995

1. THE COMMITTEE ON SUBSIDIES AND COUNTERVAILING MEASURES WILL HOLD
A REGULAR MEETING ON TUESDAY, 13 JUNE 1995 AT 10 A.M. IN THE CENTRE
WILLIAM RAPPARD.

2. THE FOLLOWING ITEMS ARE PROPOSED FOR DISCUSSION:

A. OBSERVERS: INTERNATIONAL ORGANIZATIONS

B. ELECTION OF VICE-CHAIRMAN

C. RULES OF PROCEDURE

D. EXISTING INCONSISTENT SUBSIDIES PROGR tES (G/SCM/N/2 AND
ADDENDA)

E. NOTIFICATIONS BY COUNTRIES IN TRAN$'R4ATION (ARTICLE 29.2
AND 29.3)

F. NOTIFICATIONS OF LEGISLATION CM/N/i AND WTO/AIR/78)

G. FORMATS FOR SEMI-ANNUAL RE OF COUNTERVAILING DUTY
ACTIONS (G/SCM/W/ AND CORR.

H. SEMI-ANNUAL REPORTS OF CO TAILING DUTY ACTIONS (G/SCM/N/4
AND ADDENDA)

I. FORMATS FOR REPORTS OF PRELIMINARY AND FINAL COUNTERVAILING
DUTY ACTIONS (G/SCM/W/4 AND CORR.1)

J. PRELIMINARY AND NAL COUNTERVAILING DUTY ACTIONS
(G/SCMI/N5)

K. SUBSIDY NOTIFI IONS (G/SCM/N/3 AND ADDENDA)

L. ARBITRATIO P EDURES (G/SCM/W/5)

M. WORKING N SUBSIDY NOTIFICATIONS

N. PE OUP OF EXPERTS (ARTICLE 24.3)

0. UNDr ING REGARDING SUBSIDIES CALCULATIONS UNDER ANNEX IV

P. PRO U$TO MAKE NOTIFICATIONS UNRESTRICTED

Q. OTHER BUSINESS

3. MEMBERS OF THE WTO AND OTHER SIGNATORIES OF THE FINAL ACT THAT
ARE CONTRACTING PARTIES TO THE GATT 1947 AND ARE ELIGIBLE TO BECOME
ORIGINAL MEMBERS OF THE WTO (DECISION OF THE GENERAL COUNCIL CONTAINED
IN WT/L/27) AS WELL AS GOVERNMENTS OBSERVERS TO WTO BODIES WHICH WISH
TO BE REPRESENTED AT THIS MEETING ARE REQUESTED TO INFORM THE SECRETARIAT
OF THE NAMES OF THEIR REPRESENTATIVES AS SOON AS POSSIBLE.

RENATO RUGGIERO

95-1415

VO39011E 90996F2L L0:9T 96/90/LO
-0 & Dc 66T ST:4T:60 40 Lnr P~ri



GATT/AIR/3685 30 MAY 1995

StBJECT: TOKYO ROUND COMMITTE_ ON SUBSIDIES AND COUNTERVAILING
MEASURES -MEETING OF 13 JUNE 1995

1. THE COMMITTEE ON SUBSIDIES AND COUNTERVAILING MEASURES WILL HOLD
A REGULAR MEETING ON TUESDAY, 13 JUNE 1995, STARTING IMMEDIATELY AFTER
THE CONCLUSION OF THE WTO COMMITTEE MEETING IN THE CENTRE WILLIAM
RAPPARD.

2. THE FOLLOWING AGENDA IS PROPOSED FOR DISCUSSION:

A. ELECTION OF VICE-CHAIRMAN

B. NOTIFICATION OF SUBSIDIES UNDER ARTICLE XVI :1 OF THE GENERAL
AGREEMENT

(i) NOTIFICATIONS DUE IN 1995 (L/7611. AND ADDENDA)

(ii UPDATING NOTIFICATIONS DUE INA$94 (L/7375 AND ADDENDA)

(iii)FULL NOTIFICATIONS DUE IN (3 (L/7162 AND ADDENDA)

C. SEMI-ANNUAL REPORTS OF COUN7 tILING DUTY ACTIONS TAKEN
WITHIN THE PERIOD . JULY- D ER 1994 (SCM/190 AND
ADDENDA)

D. REPORTS ON PRELIMINARY COUNTERVAILING DUTY ACTIONS
(SCM/W/320) (D AT

E. UNITED STATES - IMPOSITION OF COUNTERVAILING DUTIES ON
CERTAIN HOT-ROLLED LEAD AND BISMUTH CARBON STEEL PRODUCTS
ORIGINATING IN FIANCE, GERMANY AND THE UNITED KINGDOM -
REPORT OF THE P L (SCM/185)

F. UNITED STATES - C VAILING DUTIES ON NON-RUBBER FOOTWEAR
FROM BRAZIL - PORT OF THE PANEL (SCM/94 AND 96)

G. GERMAN EXMQGE RATE SCHEME FOR DEUTSCHE AIRBUS - REPORT
OF THE PAIIF* (SCM/142)

H. CANAD f POSITION OF COUNTERVAILING DUTIES ON IMPORTS OF
BONEL*SS NANUFACTURING BEEF FROM THE EEC - REPORT OF THE
PANEL %4a~f4/ a5)

I. ECS SIDIES ON EXPORTS OF PASTA PRODUCTS - REPORT OF THE
P4 (SCM/43) .

J. EEC SUBSIDIES ON EXPORTS OF WHEAT FLOUR - REPORT OF THE
PANEL (SCM/42)

K. OTHER BUSINESS'.

3. SIGNATORIES OF THE AGREEMENT AND OBSERVERS WISHING TO BE REPRESENTED
AT THE MEETING ARE REQUESTED TO INFORM ME AS SOON AS POSSIBLE OF THE
NAMES OF THEIR REPRESENTATIVES.

RENATO RUGGIERO

95-1416

90 39vc dV 9099662L L2:9T 9619OIL2
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.. THE WORLD $ANK/IFC/M.J.G.A.

OFFICE MEMORANDUM
DATE: July 28, 1995

TO: Mr. James D. Wolfensohn, EXC

FROM: NiC Bruno, DECVP 5
EXTENSION: 3 74

By U4

SUBJECT Board Seminar on Relations with the WTO

1. On July 26, the Board discussed possible modalities for cooperation
between the Bank and WTO. The discussion was structured around the mandate
which the WTO members had given their Secretariat to negotiate arrangements with
the Bank. The staff had circulated an annotated version of this mandate setting out the
background to the issues and the alternatives that might be open to the Bank in
negotiations. The seminar went well and the discussion was generally supportive and
constructive.

2. The Board expressed wholehearted support for cooperating with WTO
at L ennrhina npantintinnq nPAedilv The Rnard concurred that. desnite their



- THE WORLD BANK/IFC/M.I.G.A.

OFFICE MEMORANDUM
DATE: July 28, 1995

TO: Mr. James D. Wolfensohn, EXC

FROM: Mic Bruno, DECVP
JUL 2 8 1995

EXTENSION: 3 74

SUBJECT Board Seminar on Relations with the WTO

1. On July 26, the Board discussed possible modalities for cooperation
between the Bank and WTO. The discussion was structured around the mandate
which the WTO members had given their Secretariat to negotiate arrangements with
the Bank. The staff had circulated an annotated version of this mandate setting out the
background to the issues and the alternatives that might be open to the Bank in
negotiations. The seminar went well and the discussion was generally supportive and
constructive.

2. The Board expressed wholehearted support for cooperating with WTO
and for concluding negotiations speedily. The Board concurred that, despite their
slightly differing mandates, the Bank and WTO shared many common objectives and
should seek to act in a mutually supportive fashion. They recognized that the Bank
would frequently support countries in pursuing policies that were permitted but not
required by the WTO and agreed that Bank and WTO advice should try to distinguish
carefully between policy recommendations that were necessary to meet the
requirements of WTO and those that were desirable in the name of good economic
policy.

3. On specifics, there was a broad consensus that the Bank should seek
observership on the WTO's Dispute Settlement Body, and that in return it should offer
some form of observership at its own deliberations. The majority opinion was that the
Director General or his representative should be invited to observe Board proceedings
at all general discussions of international trade and trade policy, and that they might
observe some country discussions when trade policy was a major component. Most
Executive Directors felt that invitations to country discussions should be at Bank
discretion, but that the WTO might solicit invitations on its own initiative. A few
Executive Directors did not wish to go so far but there was little opposition to WTO
attending general discussions. It was universally agreed that informal contacts at staff
level were the best means of making cooperation and collaboration operational.

/ 4. We will start discussions on cooperation with the WTO, and also with
the IMF, with which we wish to maintain a degree of parallelism on this matter. When
we are close to agreement we will consult with you and then draw up a draft
memorandum of understanding for submission to the Executive Board and ultimately



Mr. James D. Wolfensohn -2- July 28, 1995

the Board of Governors. I hope this will be in time for the WTO to approve the
arrangements at their General Council meeting in November this year.

5. Two other contentious issues arose at the Board Seminar. First, Mrs.
Herfkens and Mr. Gerber stressed the importance for the Bank to reopen its office in
Geneva, arguing that only through full-time official representation, could the Bank
adequately monitor and cooperate with activities in the WTO. We replied that we
would review the future of the Geneva office as the form of cooperation with WTO
emerged over the next year or so. They will probably come back to this issue at some
stage.

6. Second, Executive Directors representing transition countries which are
currently not members of the WTO complained that the Bank did too little to aid these
countries' accession to WTO. We explained that the Bank gives a good deal of
general advice on international trade policy to these countries but that, despite our
strong desire that they should accede to the WTO, we were neither qualified nor
institutionally able to become involved in the detailed negotiation of accession.
Moreover, the WTO Secretariat already provides technical assistance on detailed
negotiating issues. We explained that, subject to resource constraints, the Bank would
entertain any requests for assistance that these countries' authorities made. Executive
Directors, and particularly Mrs. Herfkens, were still unhappy with the extent of Bank
support on trade issues for these countries. As a result, in consultation with the ECA
Region,. we are compiling an inventory of the Bank's recent trade-related work in
these countries.

c.c. Messrs. G. Kaji, S. Sandstrom, R. Frank, EXC,
M. Ahmed, L.A. Winters, J.M. Finger, IEC
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FACSIMILE COVER SHEET AND MESSAGE
DATE: August 4, 1995 NO. OF PAGES: 1

(including cover sheet)

TO: Mr. Greg Ingram

FAX:

FROM: Kate Oram

SUBJECT: Attached

MESSAGE: Greg,

Re attached:

As Alan Winters is not in the office next Monday, I've gone ahead and faxed a copy of
attached to him so that he could initiate action. IEC are moving today, so Sarwar, who is
Acting Director, is not here today. If you agree, I'll get a copy to him on Monday under
cover of the attached routing slip from you. Let me know if this is how you'd like it
handled.

Thanks.

Kate

Transmission authorized by: authorization

If you experience any problem in receiving this transmission, inform the sender at the telephone or fax no. listed above.



* EKY 4t#118
THE WORLD BANK/IFC/M.I.G.A.

OFFICE MEMORANDUM

DATE: July 28, 1995

TO: Mr. James D. Wolfensohn, EXC

FROM: Mic Bruno, DECVP
JUL 2 8 1995

EXTENSION: 3 74

SUBJECT- Board Seminar on Relations with the WTO

1. On July 26, the Board discussed possible modalities for cooperation
between the Bank and WTO. The discussion was structured around the mandate
which the WTO members had given their Secretariat to negotiate arrangements with
the Bank. The staff had circulated an annotated version of this mandate setting out the
background to the issues and the alternatives that might be open to the Bank in
negotiations. The seminar went well and the discussion was generally supportive and
constructive.

2. The Board expressed wholehearted support for cooperating with WTO
and for concluding negotiations speedily. The Board concurred that, despite their
slightly differing mandates, the Bank and WTO shared many common objectives and
should seek to act in a mutually supportive fashion. They recognized that the Bank
would frequently support countries in pursuing policies that were permitted but not
required by the WTO and agreed that Bank and WTO advice should try to distinguish
carefully between policy recommendations that were necessary to meet the
requirements of WTO and those that were desirable in the name of good economic
policy.

3. On specifics, there was a broad consensus that the Bank should seek
observership on the WTO's Dispute Settlement Body, and that in return it should offer
some form of observership at its own deliberations. The majority opinion was that the
Director General or his representative should be invited to observe Board proceedings
at all general discussions of international trade and trade policy, and that they might
observe some country discussions when trade policy was a major component. Most
Executive Directors felt that invitations to country discussions should be at Bank
discretion, but that the WTO might solicit invitations on its own initiative. A few
Executive Directors did not wish to go so far but there was little opposition to WTO
attending general discussions. It was universally agreed that informal contacts at staff
level were the best means of making cooperation and collaboration operational.

/ 4. We will start discussions on cooperation with the WTO, and also with
the IMF, with which we wish to maintain a degree of parallelism on this matter. When

J we are close to agreement we will consult with you and then draw up a draft
memorandum of understanding for submission to the Executive Board and ultimately



Mr. James D. Wolfensohn -2- July 28, 1995

the Board of Governors. I hope this will be in time for the WTO to approve the
arrangements at their General Council meeting in November this year.

5. Two other contentious issues arose at the Board Seminar. First, Mrs.
Herfkens and Mr. Gerber stressed the importance for the Bank to reopen its office in
Geneva, arguing that only through full-time official representation, could the Bank
adequately monitor and cooperate with activities in the WTO. We replied that we
would review the future of the Geneva office as the form of cooperation with WTO
emerged over the next year or so. They will probably come back to this issue at some
stage.

6. Second, Executive Directors representing transition countries which are
currently not members of the WTO complained that the Bank did too little to aid these
countries' accession to WTO. We explained that the Bank gives a good deal of
general advice on international trade policy to these countries but that, despite our
strong desire that they should accede to the WTO, we were neither qualified nor
institutionally able to become involved in the detailed negotiation of accession.
Moreover, the WTO Secretariat already provides technical assistance on detailed
negotiating issues. We explained that, subject to resource constraints, the Bank would
entertain any requests for assistance that these countries' authorities made. Executive
Directors, and particularly Mrs. Herfkens, were still unhappy with the extent of Bank
support on trade issues for these countries. As a result, in consultation with the ECA
Region,. we are compiling an inventory of the Bank's recent trade-related work in
these countries. -

c.c. Messrs. G. Kaji, S. Sandstrom, R. Frank, EXC,
M. Ahmed, L.A. Winters, J.M. Finger, IEC
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Remarks by Jean-Daniel Gerber

The Relations Between the World Bank and the World Trade Organization

Some Ideas

1. The note "Staff Cooperation with the WTO" circulated on February 7, 1995, as well as the
Annotated WTO's Secretariat's Negotiating Mandate, acknowledge the importance of a closer
collaboration between the Bank and the WTO in areas of common interest. It does establish
the general principle of the cooperation between the two institutions whose main thrust I
agree with.

The need for consistency between the Bank's policy advice and conditionalities, on one hand,
and the legal rights and obligations of WTO's contracting parties, on the other hand, needs
not be demonstrated. In this regard, para. 5 of the note of February 7, 1995, is quite
satisfactory as it clearly spells out actions to be taken by Bank staff in cases when the Bank's
advice or conditionalities may be inconsistent with a country's obligations under the WTO.
It is indeed of utmost importance that when Bank's recommendations entail a breach of
obligations contracted by a WTO member, such member should be duly informed by the Bank
of the steps to be undertaken to deal with the matter. The member will have to consult with
the WTO in order to find ways and means to implement the Bank/WTO-inconsistent
recommendations according to the WTO procedures (requesting -a waiver or offering
compensation for withdrawal of concessions) with a view to work out an acceptable solution
for WTO members'. Only then would the Bank's recommendations be implemented by the
concerned member.

However, we would have liked to see management take a more proactive stance regarding
the ways and means by which the collaboration between the Bank and the WTO is enhanced.
Improving the collaboration between the Bank and the WTO should go beyond strengthened
informal staff contacts. One way of achieving greater policy coherence while avoiding
problems of competence is to develop a voluntary collaboration between the two institutions,
through their respective staff. The system could, for instance, work as follows:

a. WTO staff could participate, as individual trade policy consultants, in certain missions
and in the preparation of reports by the Bank (e.g., structural adjustment programs
with important trade components). It is understood that the responsibility of the
reports and their content would fully remain within the Bank. WTO, as an institution,
would not be responsible for the conclusion reached.

When referring to WTO, it includes also the anti-dumping and counter-veiling mechanisms.
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b. Bank experts could be used as macro-economic or sectorial consultants in the
preparation of WTO-TPRM reports. The responsibility of the reports would entirely
be the one of WTO.

Such collaboration would ensure a full account of each other's activities in accordance with
the interest of all contracting parties of WTO and shareholders of the Bank. The Bank's and
WTO's sensitivity to sectorial issues, including debt, finance and trade, would be enhanced;
the involvement of WTO's expertise in structural adjustment analysis would allow the
countries concerned to design their unilateral trade liberalization measures with full
knowledge of the requirement to be fulfilled in respect to WTO.

2. We are pleased to note that the WTO's Secretariat Negotiating Mandate foresees that the
Bank will be accorded observer status in most of the WTO bodies. Among others, the Bank
will be able to attend the meetings of the most important bodies of the WTO: the Ministerial
Conference, the General Council, The Dispute Settlement Body, the sectoral councils on
trade in goods, services, and trade-related intellectual property rights. To promote greater
coherence in economic policy-making, the Bank should also grant observership to the WTO
Director General (or his representative) in meetings of the Bank's Executive Board, when
trade policy questions arise. Without taking a definitive stance on the level of the WTO's
access to Bank's Executive Board meetings, which will obviously depend on the outcome of
the negotiations between the Bank and the WTO, I believe that, out of the four benchmark
level of access proposed in the Annotated WTO's Negotiating Mandate, an agreement based,
at least, on solution 3 (b), i.e. invitations at Bank discretion, but with WTO having the right
to solicit invitations, would be an adequate compromise for both parties. It is of course
important that the Bank obtain full reciprocity from the WTO and that there is a symmetry
between the Agreements reached by the Bank and the Fund regarding their respective
relations with the WTO.

Regarding the access to the documentation, I agree with point 3 of the Annotated WTO's
Negotiating Mandate. The Bank as an observer organization receives copies of the main
WTO document series and of other document series relating to the work of the subsidiary
bodies which it attends. It may also receive such additional documents as may be specified by
the terms of any formal arrangements for cooperation between the Bank and the WTO. The
Bank should adopt the same procedures which would be part of the agreement between the
two organizations. The WTO would also automatically receive all documents relating to Bank-
supported programs or Bank policy advice which are WTO-relevant.

3. We are aware that the cooperation between the Bank and the WTO is under way; it will
result in a formal agreement on the respective responsibilities of the Bank and the WTO and
the collaboration between both institutions. This could also include a proposal to open a
WTO office in Washington to provide liaison between the Bretton Woods Institutions and
the WTO on an ongoing basis. In this regard, I share Mrs. Herfkens disappointment (her note
of February 17, 1995) on the fact that the question of the establishment of a Bank resident
mission in Geneva is not considered. In order to save costs,- the Bank could get in touch with
the IMF in order to examine the possibility of expanding the already existing IMF office in
Geneva with a member of the Bank's staff.

4. Finally, we wonder whether the present status of the WTO in the Development Committee
could not be enhanced.
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FROM: The Deputy Secretary July 19, 1995

Relations with the World Trade Organization

In February, Executive Directors received for comment draft guidelines for staff on relations
with the WTO (SecM95-145). Several comments were received and will be taken into account in
preparing a revised version. In addition, Executive Directors requested a seminar on relations
between the Bank and the WTO at an appropriate point in time. Accordingly, a seminar on the
attached will take place on Tuesday, July 25, 1995, in the Board Room.

Staff discussions have been proceeding with the WTO since February and the WTO
Secretariat has now received a mandate to negotiate with the Bank the modalities for mutual
cooperation (Attachment II). A nearly identical mandate has been passed down to them to negotiate
with the IMF, along with a statement that, save for certain legal relationships, the issues surrounding
WTO relations with the Bank and the Fund are the same. Also attached is a version of the mandate
annotated by the Bank staff to highlight issues that may arise within the forthcoming negotiation
(Attachment I).

The seminar is intended to allow staff to brief Executive Directors on the progress of staff
discussions with the WTO and to give Executive Directors the opportunity to discuss and advise on
issues that may arise in the negotiation. The final arrangements will be submitted to the Board for
approval.

Questions and comments should be addressed to Mr. L. Alan Winters (ext. 33845).

Distribution:

Executive Directors and Alternates
Office of the President
Senior Management, Bank, IFC and MIGA

This document has a restricted distribution and may be used by recipients only in the performance

of their official duties. Its contents may not otherwise be disclosed without World Bank authorization.



THE WORLD BANK/IFC/M.I.G.A.

OFFICE MEMORANDUM
DATE: July 12, 1995

TO: Mr. Gautam Kaji, EXC

FROM: Michael Bruno, DECVP

EXTENSION: 33774

SUBJECT: Relations with WTO

1. You will recall that in February we circulated to the Board a draft
guideline to staff on relations with the WTO. Several comments were received as was
a request for a seminar. The Board's Steering Committee agreed that the latter
should take place at an appropriate time. That time now appears to have arrived,
since the WTO Secretariat has at last received a mandate to negotiate arrangements
for cooperation with the Bank.

2. I should be grateful if you would 'approve the transmission of the
attached document, which has been reviewed by the Legal Department, to the
Secretary's Department for circulation to the Board. The seminar is scheduled for
July 25.

Attachment

c.c. A. Rigo (LEGVP), M. Ahmed (IECDR), L.A. Winters (IECIT)
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Board Seminar July 25, 1995

Relations with the World Trade Organization

In February, Executive Directors received for comment draft guidelines for staff on
relations with the WTO (SecM95-145). Several comments were received and will be
taken into account in preparing a revised version. In addition, Executive Directors
requested a seminar on relations between the Bank and the WTO at an appropriate point
in time.

Staff discussions have been proceeding with the WTO since February and the
WTO Secretariat has now received a mandate to negotiate with the Bank the modalities
for mutual cooperation. This is attached herewith. A nearly identical mandate has been
passed down to them to negotiate with the IMF, along with a statement that, save for
certain legal relationships, the issues surrounding WTO relations with the Bank and the
Fund are the same. Also attached is a version of the mandate annotated by the Bank staff
to highlight issues that may arise within the forthcoming negotiation.

The seminar is intended to allow staff to brief Executive Directors verbally on the
.progress of staff discussions with the WTO and to give Executive Directors the
opportunity to discuss and advise on issues that may arise in the negotiation. Naturally the
final arrangements will be submitted to the Board for approval.

Questions and comments should be addressed to Mr. L. Alan Winters (X33845).



Relations with the World Trade Organization

An Annotated Copy of the WTO Secretariat's Negotiating Mandate

Coherence:

The Heads of Delegation request the Director-General to pursue the invitation
given to him by Ministers in the Declaration on the Contribution of the World Trade
Organization in Achieving Greater Coherence in Global Economic Policymaking
keeping in view paragraph 5 of Article I of the Agreement Establishing the WTO.

The Director General, while implementing his mandate in accordance with the
criteria contained in the Declaration, is invited to give the necessary attention to possible
means for cooperation in global economic policymaking and specfic policies followed by
each international institution within their respective area of competence.

The Heads of the Bank, Fund and WTO have agreed to establish a working group
of senior staff to examine and make recommendations on achieving coherence in global
economic policymaking. The Bank will be represented by the Chief Economist, Mr.
Bruno.

Consistency:

As to the means to achieve greater coherence in global economic policymaking,
the Heads of Delegation recall that the interlinkages between the different aspects of
economic policy require that the international institutions with responsibilities in each of
these areas follow consistent and mutually supportive policies.

The mandate does not suggest any particular means to ensuring the consistency of
Bank and WTO policies and their application. Previous discussions between Bank and
WTO staffs have suggested that the most important medium for maintaining consistency is
to continue the extensive informal consultation between Bank and WTO staffs. This
process has worked well in the past. Consultations should take place as early as
practicable in the discussion of an issue and the need for consultation would be identified
by staff in the initiating institution. Particular efforts would be made to ensure coherence
in the advice given to aspiring accedants to the WTO.

Bank-WTO staff discussions have recognized that Bank conditionality will
frequently ask governments to undertake actions permitted but not required by their WTO
commitments (e.g., reducing a bound tariff). In discussing policies with governments,



staff of both institutions should distinguish explicitly between policies required by WTO
commitments (or prospective commitments in the case of accedants) and those permitted
by the WTO which are desirable for other reasons.

Bank conditionality should not require that countries act contrary to their existing
WTO (or other international) agreements. If an occasion arose in which a series of related
reforms being considered in negotiations with the Bank required the modification of a
country's WTO commitments, and if no alternative policy were appropriate, the Bank
would inform the WTO informally, and warn the government that adoption of such
policies would entail either their seeking a time-limited WTO waiver of the relevant WTO
commitment, or their following WTO procedures to renegotiate the relevant commitment.

Member governments are aware of their international obligations and bear the
ultimate responsibility for adhering to them. In the case of WTO obligations, this requires
coordination between different elements of government to identify potential problems at
an early stage and discussions with the appropriate parts of WTO and the Bank to resolve
them. Moreover, it must be recalled that only WTO Bodies and Councils (not even the
WTO Secretariat) can make definitive rulings on the consistency of policies with WTO
obligations.

Notwithstanding the national responsibility for meeting international obligations,
Bank advice and conditionality should not inadvertently conflict with WTO obligations.
For this the responsibility lies with the Bank's Country Director. He or she may seek

, advice from the Chief of the International Trade Division (IECIT) and the International
Law Adviser, Legal Department (Operational Directive OD8.60) and should certainly do
so if there is a possibility of conflict. In view of the increased complexity of world trading
commitments, IECIT is now extending its advisory services through the provision of
training, information and expertise to regional departments.

Cooperation:

The WTO and the World Bank will pursue and develop the cooperation
maintained in the past between the GA 7T and the World Bank. In this respect, the
following should be taken into account.

1. Joint follow-up of relevant provisions contained in the Decision on
Measures Concerning the Possible Negative Effects of the Reform Programme on
Least-Developed and Net Food-Importing Countries.

This Decision promised certain actions by donor countries to preserve the flow of
food aid to the countries named in its title. It also recognized that such countries may be
eligible to draw on Bank and Fund resources to alleviate short-term difficulties arising
from the Round in financing commercial food imports. Bank staff will separately and
jointly with the WTO Secretariat monitor the conditions referred to in this Decision as

2



seems appropriate. To the extent that lending to these countries is necessary the need can
be identified and the loan made under existing arrangements for adjustment lending.

2. The World Bank would be granted observer status at meetings of the
General Council, Dispute Settlement Body, TPRB, the three sectoral Councils
and other relevant subsidiary bodies of the four Councils. The WTO would be
granted observer status at meetings of the Executive Board; IMF/World Bank bi-
annual Development Committee Meetings as well as IMF/World Bank Annual
Meetings.

The observership proposed by the WTO mandate for the Bank at WTO is
effectively a continuation of the Bank's situation under the GATT, extended to the new
areas of services and intellectual property. It covers all areas of business except for
budgetary and "housekeeping" matters. Bank observership at the Dispute Settlement
Body (DSB) has been resisted by a few delegations and in a separate note the Secretariat
is instructed that it is to be treated as a quid pro quo for WTO Observership at the Bank's
Executive Board. The Bank staff feel that observership of the DSB is important both
substantively-this is where what is effectively WTO case law is debated-and
symbolically-failure to have it would represent a step backwards (under the GATT, the
Council, which the Bank observed, dealt with disputes) and an asymmetry between the
Bank and the Fund.

WTO observership at the Bank's Executive Board is a matter for the Board to
decide. Attendance would be by invitation, as it is with the Fund's observership of the
Board, but there would be agreement over when invitations were offered. Subject to
negotiation, observership need not be in full. To aid discussion we identify four
benchmark levels of (increasing) access:

(1) no general access, but ad hoc invitations;

(2) access only when general trade policy matters are discussed. In
1994 general trade policy discussions included the following: WDR
(thrice); new views on economic growth; Global Economic Prospects
(twice); Adjustment in Africa; Latin America: A Decade after Crisis; and
the East Asian Miracle;

(3) access (2) plus invitations to country discussions when trade policy is a
major issue. The invitations could be

a) only as initiated by the Bank, or

b) at Bank discretion, but with WTO having the right to solicit
invitations.

(4) complete access to all meetings.

3



Similar issues are under discussion by the IMF's Board. Although no
decisions have been taken, discussions in the IMF's CWTO (successor of CGATT,
which advised the Board on Fund-GATT issues) suggest fair support for the
equivalent in the Fund of level (2) but material opposition to level (3). The Bank
staff suggests that, so far as possible, parallelism between the Bank and Fund
offers to WTO be maintained.

The WTO Secretariat already has observership at the Development
Committee and the Annual Meetings.

3. The WTO and World Bank will provide each other with access to
their respective documentation and databases (including the 1DB). The
necessary confidentiality shall be respected.

Subject to confidentiality and to modalities being devised to handle the
flow of papers within the Bank, the staff suggests that extensive exchange of data
and documentation be agreed. The Bank has access to the IDB, which it helped to
develop.

Next Steps:

The Heads of Delegation request the Director-General to keep them
informed of the evolution of the discussions with the World Bank and to present a
draft Memorandum of Understanding for approval to the General Council.

The staff seeks the views of the Executive Directors on the issues to be
negotiated with the WTO Secretariat. It hopes, and understands that the WTO
hopes similarly, that negotiations can be completed quickly and a draft
memorandum of understanding agreed at staff level by late summer. This would
be submitted for approval by the Board and the WTO General Council. Finally, it
would be submitted to the Board of Governors.

[k;\wtobdsem.doc\1 I -Jul-951
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WTO RELATIONSHIP WiTH THE WORLD BANK

The Heads of Delegation request the Director-General to pursue the invitation given

to him by Ministers in the Declaration on the Contribution of the World Trade Organization

in Achieving Greater Coberence in Global Economic Policymaking keeping in view paragraph 5

of Article III of the Agreement Establishing the WTO.

The:Director-General, while implementing his mandare In accordance with the criteria

contained in the Declaration, is invited to givc the necessary attention to possible means for

coopcration in global economic policymaking and sp'cific policius followed by each international

institution within their respective area of competence.

As to th ineazs to achieve greater coherence in global economic policymaking, the

Heads of Delegation recall that the interlinkages between the different aspects of economic

policy require that The international institutions with responsibilities in each of these areas follow

consistent and mutually supportive policies.

The WTO and the World Bank will pursue and develop the cooperation maintained
In the past between the GATT and the World Bank. In this respect, the following should be
taken into account:

1 . Joint follow-up of relevant provisions contained in the Decision on Measures

Concerning the Possible Negative Effects of the Reform Programue on Least-Devclopcd
and Net Food-Importing Developing Countries.

2. The World Bank would be granted observer status at meetings of the General

Council. Dispute Settlement Body. TPRB, the three sectoral Councils and other relevant
subsidiary bodies of the four Councils. The WTO would be granted observer status

7- imfwb3
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at meetings of the Executive Board; IMF/World Bank bi-annual Development

Committee Meetings as well as IMF/World Bank Annual Meetings.

3. The WTO and World Rank will provide each other with access to their respective

documentation and databases (including the 1DB). The necessary confidentiality shall

be respected.

The Heads of Delegation request the Dircctor-G*n=&l to keep them informed of the

evolution of the discussions with the World Bank and to present a draft Memorandum of

Understanding for approval to the General Council.
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July 5, 1995

Note to Ms. Atsuko Horiguchi, EXC

Atsuko,

July 6 Meeting with Mr. Ruggiero

Per our conversation this morning, I am attaching a selection of the background
material for this meeting that Mr. Wolfensohn could review himself. Some of the more
detailed background pieces that you have should be useful in briefing him on specific
points but given the nature of the meeting, as it has now evolved, I suspect that the
discussion will be a general one.

The page on Africa is worth drawing to his attention; it may help to get the
discussion focussed on something more concrete in which all the agencies present have
a role to play.

4as

Attachments (3 copies of final briefing notes)

cc: Messrs. Michael Bruno, Alan Winters
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TELEFAX

Total number of pagus: 13] Date; 3/7/95
(Including this preface)

To: FAX No: 00 T 202 522 3031
MS AtSuko Horigwchi
Assistant to the Presidert
The World Bank
1a1 H Street. N.W.
Washington D.C. 20433
U.S.A.

From;n Relernce: 14imfwb
Gary P. Sampson
Director
Development Division

Signauro:

Deer Atsuko,

After having further discumd with the Director-General the meeting between himself
and Messrs, Boutroa-Ghali, Camdassus. and Wolfensohn, and as I indicAted to you on the
telephone, Mr. Rugglero has exoresneW a preference that the four Heads meet privately and
alone in his Hotel. Further, he has indicated that he-is not-pursuing the idea of a joint
communiQuE. The meeting is for 5 p.m. and tho hotal and location is:

Hotel Richmond,
Rue Adhdmar-Febrl, 8-10,
1201 Geneve
Tel. No. 731 14 00
Fax No. 731 67 09

Mr. Wolfensohn wilt be met at the Hotel Richmond on arrival.

As far as the agenda is concerned, Mr. Ruggioro indicated that the following general
subjects could be considered:

(1) Under the general heading of coherence, a broed discussion of how to Improve
policymaking in the area of global coherence (e.g. as called for in the
G7 Communlqu6 and the attached Uruguay Round Ministerial Decision).
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(31 At the more specific level, how the institutions could cooperate to implement
Uruguay Round commitments relating to net-food importing developing
caunries and least-developed countries.

(4) Discuss how the institutions could continue to respond to dhe call for improved
cooperation and a reduction In overlap between the Institutions.

(5) How to approach practical items Including:

(a) ensuring greater complementarity between the institution, in country
ASSiStflCS, improving research activtaes, data cgllectioru, priority setting
etc.;

(b) improving cooperatIon among the international organizations with
rnspect to tllatsral donors, NGOs etc.; and,

(c) improving the collective knowledge of how each institution is working
to reduce operating costs through a sharing of experiences.

(61 How the Institutions could work collectively to improve the export capacity
and market access of African countries.

These are not to be seen as points of a formal agenda, but rather subjects around
which the private discussion cari be organized.

Planse call me If you need any further information. I look forward to seeing you on
Thursday in Geneva.

Very best wishes,

Gary P. Sampson
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DECLARATlON ON THE CONTRIBUTION OF THE
WORLD TRADE ORGANIZAIlON TO ACHIEVING GREATER

COMONCE IN GLOBAL ECONOMIC POLICYMAKING

1. Minirers recognize chat the globauianlon of ctw world economy has d to ever-growing
imracio btwe n the ecornoic policies puled by irdividual countries. bludiag tierAtiors berwmi
the structural, zazroecoinric, trade, fimarcial and developwrnr aspects of economic policymraking.
The cask of achieving hunzony btweehn 'his policies falls primarily on govermnenm at the naxtionn
level, but their coherence imtenazionully is an importint and valuable elerwn4it in iucasing the
effectIveness of cbse policies at national level. The Agznezrfis reached in the Uruguay Mound show
that all the pasticipadng governrnts recognin the contribution that liberal trading policies can make
to the healthy growth and development of their own ecowomics and of tho world conomy as a. whole

2. Successful cooperatlon in cach ura of economlc policy contributes to progress in other arms.
Omisiur exzhange rat stability, based on more orderly underlying economnic and financ conditiom.
should cotribue towards the expamsion of trade. suainable grwti and developmwrz, mid the correcion
of ezienxl imbalznces. There is also a need for an aeequia and timely flow of concessional and non-
conwtssional financial and rcal investirent resources to developing countries and fbr further efforts
to address debt problems, to help sure w omonnic growth and developmer. Trade liberalization forms
an incresingly impotanh component in the success of the adjustmnt programmes chat many counries
are undertaking, often involving significant stinatozal social con. In this conmection. Ministen mace
the role of the World Bank and the IMF in supporting adjutmez to trade liberaization, including
support to = food-importing developing countres facing slwrt-twrm costs arising from agrliutural
trade reforms.

3. The positive outcome of the Wruguay Round is a major contribution townds wore coherenm
and complmmary inernational economic policies. The results of the Uruguay Round ensure an
expansion of market access to the benefit of aLL cuatries. as well as a framework of strengthened
iultilteral disciplinw for trade. They also guaraee that trade policy will be conducted in a more

tramparnt warmer and with greater awareness of the benefits for domestic competitiveness of an open
trading cviromnmu, Thu strengthened mukilaicral trading ystem eaerging from thx Uruguay Roind
has the capacity to provide an ihproved forum for liberuJi:tion, to contribute to rore effective
surveillase. and to craure strict obsqrvssce of amidlazrally agreed rules and disciplines. These
iprovcucnts ran chat trade policy can in Lhe future play a morn substantial role in ensuring the
coberunce of global econonic policymaking.

4. Ministers recognize, however. that diffleukies the orig WIUc.h lit outside the vade field
canont be redressed through measures taken in the trade field alone. This underscores the irnpvrtance
of efforts to improve other eltnrnts of global economic policymaking to complenwnt the effedcive
inplcmantioa of the results achieved in the Uruguay Round.

5. The iecrlinkages brwwu dih different aspccus of economic policy require dtas thie international
Lnsticuzions with responsibilities in each of these reas follow consistet and uirnually supportive policies.
The World Trade Organization should therefore pursue and dev'clop cooperation with the nuternational
organizarions responsible for monetary and financial manors, while respecting the mandate, the
confidentality raquirements and the necessary autonomy in dvcisiou-making procedures of each
institution. and avoiding chc imposition on governments of crnss-conditionalicy or additional conditions,

fl~#G arg~'l~O~g .a h N&
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The World Bank/IFC/MIGA
O F F I C E M E M O R A N D U M

DATE: July 5, 1995 09:28am

TO: ATSUKO HORIGUCHI ( ATSUKO HORIGUCHI @A1@WBWASH

FROM: L. Alan Winters, IECIT ( L. ALAN WINTERS

EXT.: 33845

SUBJECT: Meeting with Ruggiero

Atsuko,

I attach our quick reactions to Gary Sampson's fax. With four
Heads at the meeting, each with his own ideas, and Sampson's
paper explicitly not being an agenda, I don't think a
point-by-point briefing is required, but it would be useful if
Mr Wolfensohn could see the attached notes by way of
preparation.

COHERENCE: A working group has been established to work out
what this means. At this stage it seems difficult to go beyond
a general statement of the Bank's support for coherence and
its wish to see advice and policy be consistent across
institutions.

** NOTE: even now we have not heard from Sampson with any
substantiation of his claim that Bank advice is "not
infrequently" at odds with WTO/GATT obligations. If this
matter comes up, I suggest that the President should respond
that we take the matter seriously, that we are examining our
own procedures again, and that we are waiting to hear from WTO
staff about their specific worries on this score.

INTEGRATING THE DEVELOPING COUNTRIES INTO THE TRADING SYSTEM:
this is a fundamental element of Bank advice - see ,for
example, the theme of the recent Global Economic Prospects and
our recent briefing to Mr Wolfensohn. The Bank has been a
staunch and successful advocate of trade liberalisation and
will continue to be so. It will be happy to co-operate with
other institutions in this aim and to join, as appropriate, in
capacity building and technical assistance programs to achieve
it. See also the section below on "overlap" on the
complementary roles played by different agencies.

NET-FOOD IMPORTING AND LEAST DEVELOPED COUNTRIES: the Bank has
undertaken research on the effects of the'Uruguay Round on
food prices, which it finds small. Bank research is based on
the actual liberalisation achieved in the Round and not on the
formulas agreed in negotiation to describe how those
liberalisations would be calculated. If the latter, which the
UN organisations have used in their work, had been applied
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in practice, there would have been much bigger effects on food
prices than actually came about.

The Bank regularly monitors the economic progress of its
client countries, and stands ready to lend for well conceived
adjustment programs whether the need for them stems from the
Round or not. No new instruments are necessary to deal with
the effects of the Round.

Notwithstanding the above, the Bank would be happy to develop
proposals and/or research with partner institutions on the
Uruguay Round commitments on net-food importing and least
developed countries.

OVERLAP: It is clearly desirable to reduce overlap. One area
where the different institutions' mandates touch is
international trade policy. But the overlap is not great.

- The Bretton Woods institutions continue to press far harder
for trade liberalisation than do UN bodies.

- The WTO is based around a body of law; it concerns
negotiating mutual concessions with partners and committing to
those concessions effectively for all time. The Bank (and
Fund) look at a country's trade policy from its own point of
view, seeking reforms (within what the WTO permits) that
benefit that country most. Bank reforms are typically not
bound under the WTO/GATT, with the result that countries are
prepared to go much futher with the Bank than they will commit
to in WTO Rounds. Bank-led liberalisations of the !980s and
90s were far deeper and wide-ranging than the commitments
developing countries made in the Uruguay Round. Of course, it
would be desirable if the Bank-led reforms were bound under
the WTO, but it is better to take the first step towards
liberalisation and find that it works than to feel constrained
from doing anything because of the commitment it entails. The
negotiating process and system of rights and obligations under
the WTO is a complement, not a substitute, for the Bank's
policies of unilateral liberalisation.

- The UN organisations undertake a large volume of practical
and technical assistance in the area of stimulating trade
efficiency. The WTO offers detailed technical assistance on
WTO law and obligations. The Bank does rather little of these
activities, generally concentrating more on policy issues. It
tends to become involved in trade technical assistance only in
the context of a larger reform program, and then frequently in
consultation with other bodies.

CO-OPERATION: In addition to the co-operation on Africa noted
separately, the Bank and WTO have worked jointly to develop
the WTO's Integrated Database of tariff and trade data. The
Bank contributes all the software and programming, which, by
all accounts, has received very good reactions from early
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users.

AFRICA: I have sent a note on Africa already. While UN
attention has focussed on foreign barriers to African
exports, Bank research suggests that African countries' own
policies (on trade and other areas) are at least as much of a
problem.

CC: Masood Ahmed - IECDR ( MASOOD AHMED
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BRIEFING NOTE FOR CAMDESSUS-RUGGIERO-WOLFENSOHN
MEETING/DINNER, JULY 6,1995

As yet, neither Fund staff nor the WTO Secretariat has given any indication
of issues which they may wish to raise at this meeting. I have asked counterparts
in each organization to let me know as soon as they have done so. This note,
therefore, considers only the issues which you may wish to raise.

1) Bank-WTO collaboration. Earlier this month Mr. Ruggiero said he hoped
that he would be able to present the WTO's proposals for Bank-WTO
collaboration to the WTO Council on July 11. The most important item of
business for the July meeting is to determine what progress has been made towards
that goal. This has a procedural element--for example, whether a draft
memorandum has been prepared, whether it has been subject to internal discussion
within the WTO Secretariat and/or informal discussion with delegations. It also
has a substantive component--namely to ensure that issues of importance to the
Bank are adequately provided for. These are spelt out in the staff paper provided
to you previously (attached as Appendix 1).

The most contentious issue now looks likely to be Bank observership at the
Disputes Settlement Body. This is important both substantively and symbolically.
Substantively, Bank economists need to understand the issues debated and the
positions taken at the DSB, because this is where definitive rulings are made on
the interpretation of the Uruguay Round and other trade agreements. Symbolically
it is important because to exclude the Bank from this Body would represent a
diminution of Bank observership relative to what was granted under the GATT and
explicit discrimination against the Bank relative to what will be offered to the
Fund. In return for Bank observership on the DSB, the WTO will be looking for
observership on the Bank's Executive Board when international trade and trade
policy are discussed. This, of course, is a matter for the Board, but the reactions
of Fund Directors to the proposals for WTO observership at this Board suggests
that it is unlikely to present great difficulties when presented.

We expect the Secretariat to be given a mandate to negotiate the details of
the Bank-WTO collaboration on Friday, June 30. This should parallel almost
precisely a draft mandate prepared for negotiations with the Fund which has been
transmitted to us informally and which is attached as Appendix 2. It seems
sensible and uncontentious, although we shall, of course, have to see how the
WTO Secretariat interprets it. We should seek Board advice on the mandate and
press ahead with formal negotiations as soon as possible, and are now scheduling a
Board Seminar for mid-July.
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Appendix 3 to this note offers a brief history of the rather convoluted
discussions between WTO and Bank staff on collaboration. Appendix 4 contains a
recent letter to Mr. Sampson of WTO seeking confirmation of the information in
this paragraph and his reply to it.

2) Consistency. The consistency of Bank advice on trade policy with
countries' WTO obligations has been one area of concern in discussions with the
WTO. Our belief has been that despite a small number of past instances of
inconsistent advice being offered, this has never been a major problem and that
recent changes in Bank procedures have further reduced the scope for problems.
Mr. Sampson of the WTO, however, whom you met with Mr. Ruggiero in June,
professes to the opposite opinion. We asked him informally in December and
formally after the June meeting to detail the cases which caused him concern but
to date we have had no reply.

Until we have Mr. Sampson's reply it is difficult to advise on the magnitude
or the sensitivity of the issue. Once the history is resolved, however, we can
review with the WTO steps to try to ensure that consistency is no longer a source
of friction. These will hinge around improved procedures in the Bank to ensure
that operations' staff have sufficient information to offer WTO-consistent advice
in the form of access to a country's WTO commitments, regular seminars on WTO
requirements, a checklist of potentially inconsistent policies, and access to expert
advice from economists in the International Trade Division (IECIT) and, where
appropriate, specialists in the WTO. Such procedures would build upon the
tradition of informal staff contact between GATT and Bank staff and seem far
more efficient than establishing extra layers of policy review within the Bank.

IECIT will prepare a note on consistency as discussions with the WTO
Secretariat develop.

3) Coherence. It would desirable to reassure Mr. Ruggiero that we are
interested in exploring means to ensure the coherence of global economic policy.
On the other hand, it would seem premature to do so until the mundane details of
day-to-day collaboration have been agreed upon. Thereafter, it may be appropriate
to establish a group to study the matter of ensuring coherence while first avoiding
cross-conditionality and second respecting each institutions' mandate.

4) Africa. As you informed Mr. Ruggiero in June, the Bank has considerable
capability to undertake analysis relevant to African economies. It may be useful to
reaffirm this and to state that where appropriate Bank staff would be delighted to
cooperate with staff from the WTO Secretariat. The Bank's Africa region and

2
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International Trade Division are developing a proposal to explore barriers to
African trade. This is in the context of the UN's Initiative for Africa and would
lend itself ideally to WTO-Bank, and possibly UNCTAD, cooperation.

ECrM27-Jun-95

3
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Inter-Agency Collaboration on Africa

Note for Meeting of Heads of Institutions:
IMF, UN, World Bank, WTO

The development problems of Africa are manifest and clearly deserve the
concerted and coordinated attention of the international community. The World
Bank devotes substantial resources to lending in Africa and to the analysis of African
economies. It is happy to make the latter resources available to sister institutions as
appropriate.

The Bank's work on Africa covers many topics. In the area of international
trade policy, which Mr. Ruggiero will presumably raise, the Bank is conducting
analysis on the extent of trade reform in Africa, on the effects of the Uruguay Round
and on the cost of transportation of African exports. It is enthusiastic to cooperate
with other agencies and, indeed, already has a number of cooperative arrangements.
For example:

The UN I.tiitiative on Africa: The Bank has contributed analysis on
several fronts and is leading a study of foreign barriers to African
exports to industrial countries. The WTO (through its Chief
Economist) and UNCTAD (through the Manufactures Division) are
collaborating on this.

LNCTAD and the Bank (International Trade Division) are
collaborating on a study of barriers to African imports, which is at least
as important a policy issue as barriers to exports.-

The WTO is initiating a major study to help Africa take advantage of
the Uruguay Round in collaboration with other Geneva-based
agencies-UNCTAD, WIPO and the International Trade Centre. The
Bank (International Trade Division) has been asked and has agreed to
collaborate on this, although details are yet to be fixed.

UNDP, UNCTAD and the Bank are studying trade and investment
policy in services (Expansion of Fbreign Direct Investment and Trade
in Services) and produced a joint handbook on "Liberalizing
International Trade in Services" in 1994.
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DATE: 06-Jul-1995 05:08pm

TO: ATSUKO HORIGUCHI ( ATSUKO HORIGUCHI @Al@WBWASH

FROM: Michael Bruno, DECVP ( MICHAEL BRUNO

EXT.: 33774

SUBJECT: Bank-IMF-WTO Tripartite Body of Experts

Thanks for your E-Mail of June 28. Masood Ahmed and I agree that

Alan Winters would be the obvious person to assist me with the

work of the group. Alan is agreeable.

Michael

CC: RICHARD FRANK ( RICHARD FRANK @Al@WBWASH
CC: Gautam S. Kaji ( GAUTAM KAJI )
CC: SVEN SANDSTROM ( SVEN SANDSTROM @Al@WBWASH
CC: JOSIE BASSINETTE ( JOSIE BASSINETTE @Al@EDSEL
CC: Masood Ahmed - IECDR ( MASOOD AHMED )
CC: L. Alan Winters ( L. ALAN WINTERS
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DATE: 28-Jun-1995 09:54pm

TO: MICHAEL BRUNO ( MICHAEL BRUNO @A1@WBHQB )

FROM: Atsuko Horiguchi, EXC ( ATSUKO HORIGUCHI@A1@WBWASH )

EXT.: 82964

SUBJECT: Bank-IMF-WTO Tripartite Body of Experts

Welcome Back Mr. Bruno:

In the ongoing "trialogue" between the Bank, the Fund and
the WTO, the respective heads decided to form a tripartite
body of experts on trade issues.

On behalf of Mr. Wolfensohn, I am pleased to inform you that
he has put forward your name as the Bank's expert on trade
issues. The Fund has recommended Jack Boorman. I will let
you know as soon as I learn of the WTO's expert.

Please advise me who you would like to recommend as your
deputy.

Thank you and warmest regards,
Atsuko

CC: Richard Frank ( RICHARD FRANK@A1@WBWASH )
CC: GAUTAM KAJI ( GAUTAM KAJI @A1@WBHQB )
CC: Sven Sandstrom ( SVEN SANDSTROM@A1@WBWASH
CC: JOSIE BASSINETTE ( JOSIE BASSINETTE @A1@EDSEL
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DATE: 30-Jun-1995 02:49pm

TO: Michael Bruno ( MICHAEL BRUNO

FROM: Masood Ahmed - IECDR, IECDR ( MASOOD AHMED

EXT.: 33800

SUBJECT: Tripartite Group on Trade

Michael,

You will have seen Atsuko's em informing you of the setting up of

a tripartite group (Bank-Fund-WTO) to look at trade policy

coherence issues. Atsuko has asked you to nominate a deputy who

would assist you in your participation in this group. I suggest

that Alan be nominated for that function. I have spoken with him

and he is agreeable.

Regards,

Masood

CC: Mark Baird ( MARK BAIRD)

CC: L. Alan Winters ( L. ALAN WINTERS
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Committee Meetings as well as IMIF/World Bank Annual Meetings.

3. The WTO and World Bank will provide each other with access to their rapeetive

documentation and databases (including the DB). The necessary confidentility shall

be respected.

The Heads of Delegation request the Dihcctor-GInfrAl to keep them inforrned of the

evolution of the dlscussions with the World Bank and to present a draft Memorandum of

Ujderstamding for approval to the General Council.

7-imfwb3
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3.7.95 Attachment II

WTO RELATIONSHIW WITH THE WORLD BANK

The Heads of Delegation request the DirC~tOr-Genwrl to pursue the invitation given

to him by Ministers in the Declaration on the Contributdon of the World Trade Organization

in Achieving Greater Coberence in Global Economic Policymaking koeping in view paragraph 5

of Article III of the Agreement Establishing the WTO.

The:Director-General, while implementing his mandate in accordance with the criteria

contained in the Declaration, is invited to give the necessary attention to possible means for

cooperation in global economic policymaking and speific policies followed by each international

institution within their respective area of competence.

As to tho means to achieve greater coherence In global economic policymaking, the

Heads of Delegation recall that the interlinkages between the different aspects of economic

policy require that the international institutions with responsibilities in each of these areas follow

consistent and mutually supportive policies.

The WTO and the World Bank will pursue and develop the cooperation mainiained

in the past between the GATT and the World Bank. In this respect, the following should be

taken into account:

I. Joint follow-up of relevant provisions contained in the Decision on Measures

Concerning the Possible Negative Effects of the Reform Programme on Least-Developed

and Net Food-Importing Developing Countries.

2. The World Bank would be granted observer stams at meetings of the General

Council. Dispute Settlement Body. TPRB, tho three sectoral Councils and other relevant

subsidiary bodies of the four Councils. The VWTO would be granted observer status

7-irmfwb3
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Attachment I

Relations with the World Trade Organization

An Annotated Copy of the WTO Secretariat's Negotiating Mandate

Coherence:

The Heads of Delegation request the Director-General to pursue the invitation
given to him by Ministers in the Declaration on the Contribution of the World Trade
Organization in Achieving Greater Coherence in Global Economic Policymaking
keeping in view paragraph 5 of Article III of the Agreement Establishing the WTO.

The Director General, while implementing his mandate in accordance with the
criteria contained in the Declaration, is invited to give the necessary attention to possible
means for cooperation in global economic policymaking and specific policies followed by
each international institution within their respective area of competence.

The Heads of the Bank, Fund and WTO have agreed to establish a working group
of senior staff to examine and make recommendations on achieving coherence in global
economic policymaking. The Bank will be represented by the Chief Economist, Mr.
Bruno.

Consistency:

As to the means to achieve greater coherence in global economic policymaking,
the Heads of Delegation recall that the interlinkages between the different aspects of
economic policy require that the international institutions with responsibilities in each of
these areas follow consistent and mutually supportive policies.

The mandate does not suggest any particular means to ensuring the consistency of
Bank and WTO policies and their application. Previous discussions between Bank and
WTO staffs have suggested that the most important medium for maintaining consistency is
to continue the extensive informal consultation between Bank and WTO staffs. This
process has worked well in the past. Consultations should take place as early as
practicable in the discussion of an issue and the need for consultation would be identified
by staff in the initiating institution. Particular efforts would be made to ensure coherence
in the advice given to aspiring accedants to the WTO.

Bank-WTO staff discussions have recognized that Bank conditionality often
supports government actions which are permitted but not required by their WTO
commitments (e.g., reducing a bound tariff). In discussing policies with governments,



staff of both institutions should distinguish explicitly between policies required by WTO
commitments (or prospective commitments in the case of accedants) and those permitted
by the WTO which are desirable for other reasons.

Bank conditionality should not require that countries act contrary to their existing
WTO (or other international) agreements. If an occasion arose in which a series of related
reforms being considered in negotiations with the Bank required the modification of a
country's WTO commitments, and if no alternative policy were appropriate, the Bank
would consult with the WTO informally, and alert the government that adoption of such
policies would entail either their seeking a time-limited WTO waiver of the relevant WTO
commitment, or their following WTO procedures to renegotiate the relevant commitment.

Member governments are aware of their international obligations and bear the
ultimate responsibility for adhering to them. In the case of WTO obligations, this requires
coordination between different elements of government to identify potential problems at
an early stage and discussions with the appropriate parts of WTO and the Bank to resolve
them. Moreover, it must be recalled that only WTO Bodies and Councils (not even the
WTO Secretariat) can make definitive rulings on the consistency of policies with WTO
obligations.

Notwithstanding the national responsibility for meeting international obligations,
Bank advice and conditionality should not inadvertently conflict with WTO obligations.
For this the responsibility lies with the Bank's Country Director. He or she may seek
advice from the Chief of the International Trade Division (IECIT) and the International
Law Adviser, Legal Department (Operational Directive OD8.60) and should certainly do
so if there is a possibility of conflict. In view of the increased complexity of world trading
commitments, IECIT is now extending its advisory services through the provision of
training, information and expertise to regional departments.

Cooperation:

The WTO and the World Bank will pursue and develop the cooperation
maintained in the past between the GA TT and the World Bank. In this respect, the
following should be taken into account.

1. Joint follow-up of relevant provisions contained in the Decision on
Measures Concerning the Possible Negative Effects of the Reform Programme on
Least-Developed and Net Food-Importing Countries.

This Decision promised certain actions by donor countries to preserve the flow of
food aid to the countries named in its title. It also recognized that such countries may be
eligible to draw on Bank and Fund resources to alleviate short-term difficulties arising
from the Round in financing commercial food imports. Bank staff will separately and
jointly with the WTO Secretariat monitor the conditions referred to in this Decision as

2



seems appropriate. To the extent that lending to these countries is necessary the need can
be identified and the loan made under existing arrangements for adjustment lending.

2. The World Bank would be granted observer status at meetings of the
General Council, Dispute Settlement Body, TPRB, the three sectoral Councils
and other relevant subsidiary bodies of the four Councils. The WTO would be
granted observer status at meetings of the Executive Board; IMF/World Bank bi-
annual Development Committee Meetings as well as IMFIWorld Bank Annual
Meetings.

The observership proposed by the WTO mandate for the Bank at WTO is
effectively a continuation of the Bank's situation under the GATT, extended to the new
areas of services and intellectual property. It covers all areas of business except for
budgetary and "housekeeping" matters. Bank observership at the Dispute Settlement
Body (DSB) has been resisted by a few delegations and in a separate note the Secretariat
is instructed that it is to be treated as a quid pro quo for WTO Observership at the Bank's
Executive Board. The Bank staff feel that observership of the DSB is important both
substantively-this is where what is effectively WTO case law is debated-and
symbolically-failure to have it would represent a step backwards (under the GATT, the
Council, which the Bank observed, dealt with disputes) and an asymmetry between the
Bank and the Fund.

WTO observership at the Bank's Executive Board is a matter for the Board to
decide. Attendance would be by invitation, as it is with the Fund's observership of the
Board, but there would be agreement over when invitations were offered. Subject to
negotiation, observership need not be in full. To aid discussion we identify four
benchmark levels of (increasing) access:

(1) no general access, but ad hoc invitations;

(2) access only when general trade policy matters are discussed. In
1994 general trade policy discussions included the following: WDR
(thrice); new views on economic growth; Global Economic Prospects
(twice); Adjustment in Africa; Latin America: A Decade after Crisis; and
the East Asian Miracle;

(3) access (2) plus invitations to country discussions when trade policy is a
major issue. The invitations could be

a) only as initiated by the Bank, or

b) at Bank discretion, but with WTO having the right to solicit,
invitations.

(4) complete access to all meetings.

3



Similar issues are under discussion by the IMF's Board. Although no
decisions have been taken, discussions in the IMF's CWTO (successor of CGATT,
which advised the Board on Fund-GATT issues) suggest fair support for the
equivalent in the Fund of level (2) but material opposition to level (3). The Bank
staff suggests that, so far as possible, parallelism between the Bank and Fund
offers to WTO be maintained.

The WTO Secretariat already has observership at the Development
Committee and the Annual Meetings.

3. The WTO and World Bank will provide each other with access to
their respective documentation and databases (including the IDB). The
necessary confidentiality shall be respected

Subject to confidentiality and to modalities being devised to handle the
flow of papers within the Bank, the staff suggests that extensive exchange of data
and documentation be agreed. The Bank has access to the IDB, which it helped to
develop.

Next Steps:

The Heads of Delegation request the Director-General to keep them
informed of the evolution of the discussions with the World Bank and to present a
draft Memorandum of Understanding for approval to the General Council.

The staff seeks the views of the Executive Directors on the issues to be
negotiated with the WTO Secretariat. It hopes, and understands that the WTO
hopes similarly, that negotiations can be completed quickly and a draft
memorandum of understanding agreed at staff level by late summer. This would
be submitted for approval by the Board and the WTO General Council. Finally, it
would be submitted to the Board of Governors.

4
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Mr Michael Bruno
Vice President Development Economics
and Chief Economist

The World Bank
1818 H Street, N.W.
Washington, D.C. 20433
USA
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