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The Global Deal

Thank you very much.  I would like to put the trade debate in the context of the global partnership for development (Goal 8) that Heads of State and Governments committed to at the 2000 UN Millennium Assembly.  One-hundred and eighty-nine world leaders committed themselves—at the highest level—to the Millennium Declaration from which the 8 Millennium Goals derived.  Essentially, the global deal outlines that it is the responsibility of poor countries to achieve the first 7 Goals (fight poverty, put in place good health and education systems and improve their governance, etc.).  The compact explicitly acknowledges, however, that it is simply not possible for poor countries to achieve the first 7 Goals, unless rich countries deliver first and foremost on Goal 8. (i.e., deliver more and more effective aid, more sustainable debt relief for poor countries, but most importantly, to level the international trading system and ensure that it is fair and benefits all). 

This global deal committed world leaders—from North and South—at the highest level.  I always underline this because it is not only their development ministers who have pledged to meeting these Goals, but also their trade and finance misters are responsible.  But rich countries bluffed at Doha when they promised that the interests of poor countries would be at the heart of negotiations; and they bluffed when they said that this would be the first trade round that poor countries would not just be beggars at the feast.

Many Heads of State came together again at Monterrey, where they discussed financing for development. We agreed that the most important source of financing for development would be trade and that poor countries would not achieve the first 7 goals unless rich countries level the playing field in a way that that poor countries can also benefit from trade.  If poor countries increase their export by only 5% that would bring in $350 billion, which is more than 6 times the amount that is now on the table for official development assistance (ODA). What this means to me is that trade negotiators really need to move away from this approach of bargaining based on national interests, but it is also important for the WTO membership to acknowledge that there is this common objective of development. This common objective is of course the achievement of the Millennium Goals that all of us have been committed to at the highest level.

Having being a WTO Ambassador, I know that there is a totally different way of working.  Joe Stiglitz, once described the challenges of reforming trade negotiations as trying to change a poker hall into a soup kitchen. But now we have a common objective and this means not just business-as-usual in the field of trade.

To start with, it is very important to acknowledge that the present trade rules are set by rich countries, and that of course means that the present rules do not take into account the interests of poor countries.  There is a lot of free trade agreed; but there is no free trade on products that are in the interests of poor countries or where they have a comparative advantage—agriculture and labor-intensive goods and services.  Since the start of GATT, we have been talking about the need for special and differential treatment (SDT), but in fact the present system has a reversed SDT that actually benefits rich countries more than poor countries. On issues in the interests of rich countries, the degree of discipline and rules of free trade are not imposed. 
UN Secretary-General Kofi Annan noted in the speech he delivered at Cancun: ‘Instead of free trade, there are too many barriers that stifle and starve; instead of fair competition there subsidies that tilt the playing field against the poor.’  We need to be profoundly aware of this and do everything possible, to ensure that trade does serve development. Now what does that mean in concrete terms? Let me raise two issues.  

Agriculture and New Rules

The first issue is that this round should deliver tangible benefits for poor countries, both on agriculture and on breaking down barriers on labor-intensive goods and services in which poor countries have a comparative advantage.  The second issue is that we really should stop making rules that burden and create costly obligations for poor countries that are not urgent development priorities for them. I believe that the WTO in coming years should focus on its core business.  It should focus on freeing up trade and on the need for poor countries to gain access to our rich consumer markets.  Related issues should be left for other forums.

On agriculture protection, it is destroying poor farmers and their local, regional and international markets.  Let me underscore here that there is a very strong relationship between agriculture and the Millennium Goals.  How can we achieve the first Goal of halving the number of poor people by the year 2015, when 2/3 of the world’s poor actually live in rural areas and rely on agriculture sector and related activities. It is agriculture that provides food and income; 50% of employment in poor countries is in this sector; and the bulk of export, particularly in poor countries, is also in agriculture.  So first and foremost rich countries need to dismantle their massive protection in this sector, not only their export subsides, but all forms of subsidies that distort international trade— including tied food aid and export credits.  Market access should not just be formal market access, but should tackle all the issues that undermine effective market access, including tariff peaks and escalation, as well as all forms of non-tariff barriers. 

I am extremely worried about the habit in Europe to increase our health and environmental product safety standards that might wipe away benefits of potential market access.  Two cases where this is the case were documented by the World Bank.  The original suggestion by the European Union to set product standards for aflaxtoxin in ground nuts that go far beyond what is needed to meet internationally accepted safety levels—so far beyond that if you apply the same risk management standards to the transport sector in Europe, you should ban cars and maybe even bicycles.  A second example of these excessive standards is the issue of camel cheese.  Europeans set milking standards that are perfectly applicable for cows, but physically impossible if you have to milk camels. We want to be healthy and want to feel safe as European consumers, but we need to be extremely careful and check to what extent these measures are for our safety, or if there is hidden protectionism.

On new rules, they are very costly and burdensome and poor countries simply lack the institutional capacity to deal with them.  If you look at the Millennium Goals that deal with health and education, new rules cannot be a priority in poor countries where millions of children do not even go to primary school, and the most basic health systems are not in place.  It is not a priority focus for them to create patent offices. I am very glad that the Europeans, at least on the two Singapore issues, clearly stated that this is not going to be part of the single undertaking.  On the other two issues on: 

· Government procurement: I would like to make the point that the footnote in this plurilateral agreement that excludes aid budgets means that government procurement rules are not applied to aid budgets and would still allow for aid to be tied to the donor county.  Now this is one of the issues that is really undermining effectiveness of aid.  If rich countries want poor countries to sign onto this agreement, it will be much more credible if they said that our aid budgets will also be put under the discipline as that will be in the interest of particularly poor counties that are depending on aid flows. 

· Trade facilitation: the real issue with trade, for instance in Sub-Saharan Africa, is the lack of transport infrastructure.  Again, the credibility of rich countries that ask poor countries to discuss trade facilitation would tremendously increase if, for instance, they finally signed up to the 0.7% ODA for poor countries to enable massive investment in infrastructure in Sub-Saharan Africa, enabling Africans to benefit from trade.

By now, within the European Union, 5 countries have achieved the 0.7% target; 5 others have set a deadline well in advance of 2015; but there are still 5 EU members that have not done so (and these are not the smallest members).  Some movement there will make the positions of the Europeans more credible.

I am also concerned also about these rule-setting issues, given the experience with TRIPS.  I believe that the TRIPS agreement was not really a pro-development agreement, it was very much one-size-fits-all.  Again, the cost to poor countries of patent legislation and patent offices is really not a priority for their development, so we need to re-examine closely this agreement.

Multilateralism

On multilateralism, I fully agree on the need to deal with trade in the multilateral system and pleased to hear Pascal Lamy say that bilateral and regional efforts should compliment multilateral agreements.  But the problem of course for very poor countries is, where they have very limited capacity to negotiate trade, it really is very difficult to negotiate in the WTO context and, at the same time, be engaged in regional agreements.  

I think that it might be a good idea to call for a moratorium on regional trade agreements during the time that it would take to bring the Doha round to a successful finish.  It is indeed only in a multilateral environment that poor countries can get real concessions; only here that they can muster the clout and create coalitions to make their demands heard; only multilateral negotiations can constrain the powerful and protect the weak.  Regional trade agreements (RTAs) are costly for poor countries.  These agreements diffuse their limited negotiating capacity.  There are too many instances of rich countries pushing non-trade issues on the agenda that did not succeed in the multilateral environment, but which they try to do in the regional/bilateral environment.  Such RTAs are stumbling—not building blocks—for the multilateral system.
Conclusion

We are now almost four years after the Millennium Declaration.  It is time for rich countries to honor commitments they made under Goal 8 and to translate their promises into time-bound deadlines.  We need to set deadlines for ending this type of reversed SDT for rich countries by eliminating subsidies, and opening of markets for goods and services that are of interest to poor people.

One point to underscore is that there is an imbalance in the global deal.  The first seven Goals that poor countries committed to achieve have time-bound deadlines, most of them by 2015, some of them in advance of 2015.  But Goal 8 targets do not have time-bound deadline as yet.  So to realize the Millennium Goals, and to ensure that the deal is fair, Goal 8 targets need to have deadlines—and these deadlines need to be set well in advance of 2015.  Inputs from rich countries are needed first to enable poor countries to deliver on the end of the deal.  If we want to help poor countries achieve their Goals, our check cannot still be in the mail.The great thing about trade negotiations is that they have a culture of committing to deadlines, (though they often miss them).  It would send a strong signal to set deadlines—i.e. as proposed by the UK Trade Minister for elimination of export subsidies.  

Without any movement on trade, the Millennium Goals will not be achieved.  In 2005, Heads of States and Governments will come back to the UN to ask, ‘where do we stand today?’  We are not on track with these Goals, particularly in the poorest countries. We are running out of time. If we act now, deliver on our promises, including trade, we still have a chance to get the train back on track to arrive at the station in 2015.  Without meaningful action, in the coming months and years, we will be hopelessly lost and I do not think the world can afford to fail again promises our world governments made.  

Questions and Answers

Q:


UN Agencies have different agendas and goals, how do you harmonize these?

A:
In terms of United Nations coherence, the MDGs are actually the first occasion that brought all bodies of the system together on the same page.  These 8 Goals are set, endorsed and supported by the whole system, so that means, for instance, that the health goals are typically endorsed and implemented through WHO. The Goals are also endorse by the World Bank and IMF which has led to, for instance, changes in WB policies. In the past, conditionality encompassed fees for primary education, but because of the MDGs, the Bank changed its policies and is now advocating no fees for primary education. I think IFIs are today more on the same page than it has ever been before.  I see no contradiction here, except that different agencies elaborate more on the Goals they are working with than others.

Q:


Is it possible to create a better harmonization between Doha and the MDGs?

In terms of the harmonization between the Doha development agenda and Millennium Declaration and follow-up, one of the problems that we suffer from in the international system is the lack of coherence.  This lack of coherence is a result of us not talking with each other at the international level, but incoherence is a reality also at the national level.  I recall the time in Geneva, when WHO was talking about the need of basic medicine for all, and at that same moment, the TRIPS agreement came about at the WTO.  So health ministers said one thing at the WHO, but the trade minister of the same country said something totally different at the WTO.  

So what you see within national governments is that you have different views between finance and foreign affairs ministers, trade and social affairs ministers.  Instead of talking with themselves at home, they export their domestic differences to the international arena and Geneva becomes the battlefield.  This kind of incoherence is something that member states must deal with.  Leaders of governments have a role to play to ensure coherence and I suggest that as they signed up to the MDGs, it is the job of government leaders to actually ensure that the whole government is acting in accordance with these promises. 

Of course one of the problems of international meetings, if I may be somewhat cynical, is that heads of government go to high-level summits and make beautiful promises, then take the plane back home to business-as-usual.  Very few governments actually ask their heads of government when they come back from international meetings, “How are we going to implement what you promised?”  It is only at the national level that parliaments and civil society can ensure that governments become accountable for these global commitments.

Q:


What can developing countries do to promote the MDGs?

A:

Goal 8 is the only one that talks about what rich countries should be doing, while the other seven are the responsibilities of poor countries.  So when I discuss trade, I also say the primary responsibly is on the developed world to change the rules, so that poor countries can benefit from them.  Now that doesn’t mean I do not have a personal opinion on what poor countries can do.  Of course the biggest barriers against products from Africa are from other Africans, their neighbors.  Trying to do what we did in Europe to create a larger domestic market is crucial, so creating an African market will be very important.  

At the global level, rich countries have set the rules and the poor had no voice.  This is also true for the national situation, the rich set the trade policy, not the poor.  Poor countries should examine their trade regime to ensure that they are sufficiently pro-poor.  The rules or barriers we have or do not have, who benefits from them and how can we have trade reform that ensures the poor benefit from trade is very much the job of poor countries and should be part of the PRSs or national development plans of any government.  This is actually a lot of homework for many poor countries.  

Q:
Will the new EU member states have an impact on the .07% GNP pledge? 

A:
I think it is absolutely premature to ask new EU countries to sign up to the 0.7%.  The whole accession process is creating big adjustment costs and there is limited European generosity to help with that transition.  I do not feel that I am in a position to ask from these 10 new members to commit at this early stage to deadlines for 0.7%.  Most of them are already contributing to the European Development Fund; and most of them are acceding as donors to IDA.  Their combined GNP is 5% of European GDP, so in terms of ‘big bang for you buck’, I think its more important to push the old 15 that have not yet set a deadline for the 0.7% than to now talk about commitments of new members.  Germany, UK and Italy are among the ‘old’ that have not yet committed to deadlines.  They must be explicitly identified.   

Where the new member states might help, there are some lessons learned and best practices of how you deal with donors, how you deal with conditionalities.  Some of these recent aid recipients can be extremely useful in training long-term aid recipients on how to deal with the headaches that donor communities actually create.  So they could provide some technical assistance, but I do not think that it is time to push them on ODA budgets.
Q: Will liberalizing trade actually improve trade?

I am all for free trade in terms of freeing up rich markets for products made by poor people in poor countries.  I have not said anything about what developing countries should be doing in terms of opening up their markets.  If you want my opinion on that, I would totally agree with the need for poor countries to have the policy space to protect their farmers and to subsidize their rural development policy. I would be delighted if some countries in Africa would start having a rural development policy, as poor farmers in poor countries suffer not only because rich countries destroy their market, but also because their own countries tax the farmers in the interest of the urban population.  

I am always very concerned about progressives being conservative in terms of defending the status quo.  Not all present trade policies of developing countries are perfect and not all trade reform is bad.  We need to look country by country.  If trade polices are protectionist, who are they protecting?  The friend of the President who has a monopoly to exploit the poor?  If that is the trade barrier, I would say pro-poor trade reform would mean opening up, liberalizing.   

So it is very difficult to make general statements about it.  But the real issue is poor people in both rich and poor countries do not set trade policies.  The poor pay for agriculture policies.  It is not the poor that make the policies.  I would call on civil society not to blindly defend the status quo, but to see who is being protected.

Q:

Can we have more aid for trade?  

A:

It is great to have more aid for trade, but will more aid for trade translate to more kids in school, or more clean water for poor people, where unclean water is the biggest baby killer.  First things first, if we all do what we promised, if we all deliver on 0.7%, we will have enough money for aid for trade, but to me achieving the Millennium Goals is more important than custom valuation.

Q:

Does the developing world have a brain drain with the best and brightest going to the European region?  Can this issue be dealt with at the WTO?

A:
In countries where you have too few doctors and nurses in the first place, there is a serious problem if these people are leaving for other places.  But there are a lot of gains for developing countries with migration.  I do not know in what forum we should discuss this, but I do not think we have the faintest idea of what we are actually discussing, and there is this big commission started by Kofi Annan to look at these issues and get the ground ready for this.  

What is clear to me is that low-skilled people that we need in the North would be most beneficial for the sending countries, but given political climate on migration issues, in the part of the world I come from, I am not very optimistic that there will be a deal coming on this soon. I wonder if small countries should waste their negotiation capacities talking about this when I think the political climate will not deliver.

Q:

What is being done to ensure the North comply with Goal 8? How is the Campaign addressing this issue?

The Goals are achievable.  We have the know-how and the resources available. What it takes is political will. How does political will come about?  Not at international meetings.  If politicians fly back to business-as-usual, there is no point to more international meetings. Politicians start to act only when their own electorates hold them to account; and their electorate only honor them if they take up the issues. 

What has been very important in changing the focus in Europe on agriculture policies is political will.  Public opinion has influenced this process.  People in rich countries ultimately care about the fate of poor people.  They want their governments to help to put an end to world poverty.  Public debates and activities (like Oxfam International’s Noise campaign) have been crucial in changing the political parameters and public opinion in the northern Europe.  In southern Europe, the process is also getting under way.  In Italy, I was witness to statements made by both the chairman of the Parliament and the President of the Senate on the impact of agriculture policies on poverty in Africa.  Two weeks ago, there were 100,000 people marching in Rome in solidarity with Africa.  Politicians hate to loose votes and love to win votes, so seeing 100,000 people marching really creates a momentum in the debate.  This is how things change  

Consumer International, for example, who posed this question on Goal 8 compliance, could play a tremendously important role, if indeed they would not only attend international meetings, but actually get their own national chapters to participate in this debate and arguing that it is not just the poor abroad that is hurting.  But they are not doing it. 

OECD research shows that the way we organizing agriculture subsidies means a transfer from the poor in our society to the rich in our society.  Farmers in my country are 2 and a half times as rich as the average person, so why do we need income transfers that ends up in the pockets of the rich anyway? Of course we want to protect our rural environment, even rich countries should be allowed to have rural development policies that protect their environment, but can we do that by financing people who are delivering public goods?  It does not have to be by producing, producing, producing. Having number of cows out there in large numbers.  What we need is everybody taking the plane back home not to business as usual, but to start participating in public debates out there, phone your congressmen, send a letter to your Parliamentarians, insist that you do not want your policies to exploit poor farmers in developing countries, then things can change.  We need to fast-track and accelerate action so that we can help the present generation of farmers in Africa, and not wait another generation before we deliver. We can do it.  It takes political will.  If everybody goes back home and starts speaking out We are the first generation that can put an end to poverty and we should refuse to miss this opportunity.  
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