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Fate of export schemes at
risk as WTO body to lapse

Mechanism will break dow

. SUBHAVAN CHAKRABORTY

New Delhi, 19 November

ith the highest dispute settle-
ment authority at the World
Trade Organization (WTO)soorl

to be defunct, the fate of multiple critical ~ ¢

trade disputes being fought by India,
including a ruling that abolished most of
its export promotion schemes, hangs in
the balance. 3

The seven-member appellate body of
the WTO, which acts as the top coutt for
international trade disputes, is set to
become useless from December. Thishas
thrown into confusion the fate of at least
<ix major trade disputes that the govern-
ment is fighting is actively engagedin.

“Consistent pressure from the Donald
Trump administration has resulted inthe
body dwindling down to only threejudges.
As each case requires at least threesitting
members for hearings, the body is on the
verge of collapse,” an official said.

The lack of appellate body judges has
become a serious CONCEITl since it is the
principal body tasked with arbitration
between nations on trade disputes. As of
now, cases take more than a year o be
heard, officials said. i,

On December 10, two of the three cur-
rent appellate body members, Ujay Singh
Bhatia from India and Thomas R Graham
from the US, will retire.

Dispute settlement is regarded by the
WTO as the central pillar of the multilat-
eral trading system, and as the organisa-
tion’s “unique contribution to the stabili-
ty of the'global economy’.

Challenges ahead

~ On October 31, the WTO’s dispute settle-

ment body ruled the majotity of India’s
export promotion schemes as illegal and
ordered them to be stopped in the next
four months. It also said the SEZ scheme
should be closed in the next six months.

‘Prohibited subsidies’ under the export-
otiented units (EOU), electronics hard-
ware technology park (EOT), bio-technol-

- ogy. /paiks. (BTP) scheme, Export

scheme, and the Merchandise Exports
from India Scheme (MEIS) were orderedto
be shut down.

While the government is yet to file an
appeal against the miling, there is wide
consensus among experts that Indiahasto
exercise the option ifonlyto stall for more
time. “In the absence of the appellate body,
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nastop appellate body goes defuncton Dec10

the earlier ruling will not be imple-
mentable while India can't appeal against
it. This will result in complete chaos,” sen-
jor trade policy expert and Jawahatlal
Nehru University professot Biswajit Dhar
said. As aresult, economies such as China,
which have repeatedly circumvented trade
norms to push non-tariff barriets, will not
be held accountable and may simply

refuse to abide by global rules any-

more,Dhar warned.

The US has also corneted India at
the multilateral platform, stating WTO
rules prohibit middle-

income nations from pro- India has been a regular

viding market distorting userof the settiement

process, having lodged
“The US is playing a far complaints on 24

larger game, whereby it is occasions against other

on one hand petitioning nations, and defending

the dispute settlement itself on 32 instances

export subsidies at all.

body while also single-

handedly and consistently blocking the
appointment of judges to destabilise the
WTO,” India’s former ambassador to the
WTO, Jayanta Dasgupta, said.

In another move, Washington DC
last week threatened to block the institu-
tion’s biennial budgetand effectively halt
its work beginning January 1 next yeat,
after Chinasecured the WTO’s go-ahead to
impose $3.6 billion in sanctions against
the US.

Confusionreigns
Other major WTO economies such as

Canada and the European Union have
planned ahead by deciding on an interim
arrangement. HoOwever, the idea to setup
arbitration panels to resolve disputes bilat-
erally have been opposed by India.
«There is a reason why the WTO has
a dispute settlement process in place.
Smaller nations will never get their due
in a one-on-one fight and will be sus-
ceptible to arm twisting by richer
economies," a senior commerce depart-
ment official said. :
On the most vocal critics of the latest |
developments, Indiahason :
multiple occasions called
for the quick appointment
of judges. Apart from voic-
ing its concerns at interna-
tional fora, the government
also organised a mini-min-
isterial of WTO nations on
the issue earlier this year.
“The idea was to create a coalition
of major economies to pressure the US
to change its position. The meet in New
Delhi was backed by the WTO secretariat,
and WTO Director General Roberto
Azevedo called it a deep. crisis and

~warned business as usual is not possible

anymore,” the official said.

Till now, Indiahas been a regular user
of the WTO’s dispute settlement process,
having lodged complaints on 24 occasions
against other nations, and defending itself
on 32 instances. It has also been a third
party ina whopping 162 cases.
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