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OPENING REMARKS 

· Excellencies,

· I am pleased to be in Geneva, at the World Trade Organization, and I am honored by your presence here.  I am fully aware of the time pressures that face WTO delegations, and hope that we can make good use of today’s meeting.

· Coherence covers an enormous array of issues, as set out in the excellent background paper for this meeting prepared by the WTO Secretariat.  To allow time for discussion, I would like to focus on three priority areas for action to improve coherence between trade and development:

· tackle incoherence between trade, development and finance in agriculture, 

· develop a rational framework for Special & Differential Treatment (S&DT) in the WTO, and 

· integrate the trade, development and finance communities – at both the national and international level – in a way that we have never done before.
· One central theme of my remarks is that more can be done to improve coherence by strengthening official-level contacts between our institutions, but this will have little real impact without a renewed effort by national governments in developed and developing countries to join up their policymaking.  Coherence starts at home.

· I will now address these three priorities in more detail.

FIRST – WE MUST TACKLE INCOHERENCE BETWEEN TRADE AND DEVELOPMENT IN AGRICULTURE

· Subsidies, protection and other support to agriculture in the high-income countries is pernicious:
· subsidies and other support, including that provided through import barriers, runs at roughly one billion dollars a day – more than six times all development assistance.  Much of this support is linked to production.  This encourages higher production volumes, which displace the products of developing countries in OECD and external markets and drive down world prices for these commodities.  The average European cow receives more subsidies than the entire average income of a person in Africa.  In the high-income countries, subsidies of various sorts account for nearly one-third of agriculture revenue.

· Phasing out these measures worldwide would attract new investment and lead to increases in annual income in developing countries on the order of $150 - $400 billion within five years after completing the reforms, according to some estimates.

· U.S. subsidies to cotton growers totaled $3.9 billion last year, three times U.S.  foreign aid to Africa.  This depresses world cotton prices, cutting the income of poor farmers in West Africa, Central and South Asia, and poor countries around the world. Removal of US subsidies on this one crop alone would increase revenues from cotton by about $250 million in West and Central Africa.

· There is a similar story regarding E.U. sugar subsidies.  The liberalization of sugar markets would result in an increase of some 20% in international trade, prices would rise for producers in developing countries, and income gains would exceed $4.5 billion, most of which would go to poor people.

· This situation simply cannot stand - it represents a serious incoherence between trade and development.  It is quite understandable that rich countries want to improve the lives of low-income people in their own rural areas, especially those who work on the land.  But subsidies and market restrictions not only hurt poor people in developing countries, they also have damaging effects in the rich countries: higher food prices, reduced availability of government funding for pressing needs, and environmental stress due to high fertilizer usage.  Moreover, most of this support goes to a relatively small number of comparatively affluent farmers and corporations.

· This is not just a North-South issue.  Many developing countries intervene in agriculture as extensively as the rich countries. Agricultural trade barriers in middle-income countries–- save for subsidies -- are of the same order of magnitude as in rich countries.  Protection of non-agricultural goods, despite steady progress in bringing down tariffs over the last 15 years, is still 2-3 times that of rich countries.  Trade among developing countries is growing faster than North-South trade, and now constitutes 20-25% of their total trade.  This represents a real opportunity for South-South cooperation in these negotiations.
· While the gains from global reform of agriculture are large, we must recognize that some countries now benefiting from preferential access or net food importers may be hurt. Existing research suggests that for a number of reasons preferences have not lived up to their expectations in terms of promoting development, and their removal in many cases will not undermine growth.  But it is true that not all countries will benefit equally from liberalization by developed countries.  Further, to the extent that subsidy removal results in higher world prices, some consumers will lose, with the poor being the hardest hit.  This may be particularly acutely felt in some net food importing countries.  But these concerns are not reason enough to oppose liberalization by OECD nations—we must bear in mind that the majority of the world’s poor live in countries that do not receive trade preferences.  Instead, this calls for carefully designed and sequenced reforms in the countries concerned, complemented by generous development assistance to facilitate adjustment alongside effective mechanisms to safeguard the poor.

· Let me be specific about what is needed to tackle this:
· cut subsidies in OECD countries, especially those that have the greatest impact on production, using instead transparent, decoupled payments to support farmer incomes and meet rural development objectives.

· find a tariff-cutting formula that results in genuine cuts in tariff levels and tariff escalation in all countries – one which also gives credit for liberalization undertaken between negotiations

· convert Tariff Rate Quotas in agriculture and specific duties to ad valorem tariffs, which provide more transparent protection

· find a safeguard mechanism which protects poor producers against import surges while encouraging tariff liberalization

· adopt liberal unilateral rules of origin under preference schemes such as the “Everything But Arms” agreement and the African Growth and Opportunity Act, especially for clothing and textiles, with these rules harmonized across countries.

· Let me add here that agriculture, while the most glaring example of policy incoherence, is not the only example.  The WTO background paper rightly identifies a number of coherence issues – such as HIPC – that require action.  On trade, progress in areas other than agriculture is also needed to 

legitimize the WTO process as a pro-development one.  For example:
· Locking in bold commitments in rich country service sectors, including on the movement of people.

· Resolving the issue of TRIPS and public health.  Countries without their own manufacturing capacity for AIDS drugs probably represent less than 1 percent of the global pharmaceuticals market, too small a market share to be allowed to derail progress on much larger negotiating agenda. 

· Reducing tariffs and tackling tariff escalation in industrial products by both developed and major developing countries through an aggressive tariff-cutting formula linked to a mechanism to grant credit for unilateral liberalization.
· Tightening the rules on anti-dumping to curtail the rapidly increasing use of anti-dumping procedures by both developed and major developing countries.

· Finally, it is important to recognize that the trade agenda goes beyond tariffs and subsidies.  Domestic factors that raise the costs of doing business and weaknesses in institutions and infrastructure make it more difficult for firms and farmers to satisfy increasingly stringent market driven standards—quality norms, timeliness requirements, and so forth.  This is a major trade-related challenge confronting the development community.  Higher standards demanded by consumers in the North must not lock developing country exporters into a cycle of poverty.

SECOND – WE NEED TO DEVELOP A RATIONAL FRAMEWORK FOR S&DT IN THE WTO   

· I know that this subject has attracted a great deal of attention recently in the WTO.  It should do so, because it goes to the heart of what this organization is all about.  The discussion has raised some difficult questions:
· How can we frame trade rules that reflect the enormous diversity of development priorities and institutional capacities between countries, while maintaining the discipline and integrity of the multilateral rules-based system?

· What degree of flexibility is right  - and in what areas?

· Should there be greater differentiation between WTO members in implementing trade rules – and how?  Should countries like Singapore (with an income 20 times the average for the least developed countries) face the same S&DT terms as low-income African countries?

· How can WTO rules maintain discipline while allowing scope for countries to sequence their macroeconomic reforms in a way that makes sense for development?

· These questions are relevant to both the immediate negotiations in the WTO and to the long-run future of the multilateral rules based system.  In our view, low income countries – and the world community as a whole – should revamp the whole approach to S&DT in the WTO if this is to be a Development Round that helps us achieve the Multilateral Development Goals.  Rich countries have long used the system of preferences to divide developing countries and promote their narrower regional and sectoral objectives, often establishing complicated rules of origin whose net effect is to exclude exports from otherwise eligible countries.  Middle income countries have resisted attempts to differentiate among countries in ways that would benefit low income countries.  Low income countries have too frequently fought for exemptions to all multilateral obligations rather than undertake domestic reforms necessary to promote growth.

· The world community has to come together around a new formulation of principles regarding S&DT in the WTO, grounded on the fundamental premise that any special rules or exemptions from rules based on S&DT should make sense for development.  A recent research paper from the World Bank on S&DT contains some specific recommendations.  This research suggests six key objectives:

· all exports from very low-income countries enter OECD countries tariff and quota free and these countries take action to simplify rules of origin

· nondiscriminatory market access initiatives in the WTO target goods and services that are of export interest to poor people in all developing countries

· recognition of the problems faced by the poorest countries in implementing WTO rules that are resource intensive 

· given that integration into the world economy is pro-development, developing countries accept that the core disciplines of the WTO apply to them and undertake to reduce their own barriers to trade through giving reciprocal concessions

· recognition that some WTO agreements may need to be adapted to make them more supportive of development, and consequent renegotiation where needed

· greater technical and financial assistance by OECD countries matched by the inclusion of trade where appropriate in national development strategies

· In formulating proposals for S&DT with the objective of enhancing the food security of poor countries, it should be recognized that long term food security is not measured by a country’s level of self sufficiency in food production.  Food security is most effectively enhanced at the household level by alleviating poverty -- improving the purchasing power of those who suffer most from food insecurity -- and then allowing them to buy food from domestic or foreign sources at prices that are not artificially inflated by import barriers.

· I recognize that these are very complex issues – certainly not ones that we can resolve today.  My main point for this meeting is to focus attention on the urgent need to find an answer to these questions.  This is important to the Bank in terms of the poverty impact of what is agreed in the WTO – S&DT represents a core aspect of the development dimension of WTO rules.  It is also critical to the broader group of development organizations (including the World Bank) as it affects how we provide support for WTO outcomes through our country programs.  A rational approach to S&DT would reduce the potential for conflict between our mandate of poverty reduction and the strict implementation of resource-intensive WTO rules – for example TRIPS and Customs Valuation - at the country level.

· Realism suggests that it will take time to develop a new framework for S&DT.  What can be sought relatively quickly—perhaps at Cancun—is agreement on key principles to be pursued, such as those I have mentioned, and a process through which to pursue them.  I would encourage you to go beyond the community of trade officials in working towards a new approach to S&DT and to involve both national economic policymakers and representatives of the international development community.

THIRD – WE MUST INTEGRATE THE TRADE, DEVELOPMENT AND FINANCE COMMUNITIES – AT BOTH THE NATIONAL AND INTERNATIONAL LEVEL – IN A WAY THAT WE HAVE NEVER DONE BEFORE.
· It goes without saying that getting the rules right in WTO, and then implementing them in a sensible way, will require “joining-up” the trade, development and finance communities.

· A development community of international agencies, donor agencies, private foundations and civil society groups can contribute in some key respects:

· It can help to build a clearer development perspective into trade discussions at the country and international level.

· And vice-versa – it can build a clearer trade perspective into development, and work with countries to help implement trade agreements and respond to new market opportunities in a way that is best for them.

· It can also help to build the capacity of countries to negotiate.  This is tremendously important – how can a country with two people in Geneva and two in their capital engage in such complex and diverse negotiations?

· There are many ways to improve the linkages:

· Strengthen co-operation between international institutions – the background paper prepared by the WTO Secretariat sets out the broad range of cooperation that already exists between our institutions, and some possible new areas for joint work such as on trade facilitation and trade training.  I should also add that the Integrated Framework has played a major role in improving communication between the six key agencies (World Bank, IMF, WTO, UNCTAD, UNDP, ITC and the OECD).

· Forge a more coherent discussion between donors, trade officials, finance ministries, civil society and others at the country-level.  This is also the objective of the Integrated Framework and of similar work that the World Bank and others are doing in non-LDCs.  This means putting trade at the heart of national development planning.  This is the only way you will be able to define national priorities for trade negotiations, or to respond to new market opportunities.  What this means in practical terms is putting trade into development plans such as Poverty Reduction Strategies.  You can help this process – some of you already have – by conveying this priority to your capitals.  Without it, the priorities identified in the WTO and by yourselves will not translate into real action at the country level.

· Expand development input into trade policymaking in developed countries.  Policy coherence in the North requires a development constituency.  One key element of this is greater involvement of development assistance ministries or departments in the trade policymaking process – this is now the case in the UK, to name but one example.

· Find new and productive ways to bring together the trade, development and finance communities at the global level.  Exchanges of the kind we are seeing today are an example, as is the High-Level Meeting of Trade, development and finance Ministers to be hosted by the Government of Denmark later this month.  I am keen to explore ways to bring together the governing bodies of our two institutions to discuss trade, development and finance coherence issues – I would welcome your ideas on how we could do this.
· All of these areas have an assumption – they require a willingness by trade negotiators to involve the development community - this has to be a two-way street.
   HOW I SEE THE BANK’S CONTRIBUTION TO STRENGTHENING COHERENCE

· Let me say a few final words on how I see the role of the Bank in this context.

· The mandate from the Bank’s Governing Body is to eliminate poverty.  That is what drives our lending and policy work.  Trade is central to this objective – it can generate incomes, jobs and new opportunities.

· The issues that are raised in the background paper are central to the Bank.  Making HIPC work is a core objective of my institution – including keeping up the pace of implementation – a background note on HIPC has been circulated to delegations.  Basing our lending on well-thought through macroeconomic reform programs that locate poverty reduction at the heart of development is the inspiration behind the Comprehensive Development Framework and the PRSP process.  Improving coordination between donors and agencies to “take the flags off” development projects is central to this philosophy, and that of the Integrated Framework.

· I want to build a clear and active role for the Bank on trade that complements rather than displaces existing efforts.  Almost one year ago I established a separate Trade Department to lead and add momentum to our programs and policy dialogue on trade, and have also increased the staff working on trade in the Bank’s regional departments.  A central consideration for us is to work closely with other organizations - such as UNCTAD and ITC - involved in trade.  The World Bank and the WTO have prepared a six-month rolling strategy for institutional cooperation at the official level which details existing and new areas of cooperation.

· Our main priority will be to use the Bank’s in-country presence to work with governments to promote integration through trade as a core aspect of country development strategies.  We will provide strategic assistance to clients in support of trade-related reforms, and will target especially the low-income countries - those most in need of capacity-building assistance.  We will maintain our efforts to help countries meet the supply-side challenges of market access - we are working with partner governments to strengthen areas such as infrastructure services, financial systems, trade finance, and a whole host of other areas essential to tackle the challenge of trade, development and finance.  As a means of improving coherence within my own organization, one of the functions of the new Trade Department is to review all Bank lending operations involving trade, and provide inputs as new Country Assistance Strategies are developed.
· The Bank is rapidly expanding its trade-related activities.  This is set out in detail in the latest Leveraging Trade for Development report, which has been shared with WTO Delegations.  Key points are:
· A central priority is to make the Integrated Framework a success – and build on the principles of the IF in our trade work in low-income countries.  The IF embodies the principles of bringing together the trade, development and finance communities that I set out above.  The Bank has expanded its capacity to work in this area.  But again, this has to be a partnership.  It needs strong government ownership – as we have already seen in some IF countries – and active follow-up and support from donor agencies.  In this respect, we welcome the renewed effort to make this program work – in particular the efforts to increase financing for the IF to provide bridging financing after IF studies are completed.
· The recommendations of the DTIS are being incorporated in Bank lending operations, for example the Senegal Integration and Competitiveness Project and the Ethiopia Pastoral Community Development Project.  The Bank is rapidly expanding its operations in trade facilitation and logistics, with new projects in several countries including Argentina, Honduras, Mexico, and Peru, and requests for projects in Egypt, Morocco, Jordan.  Three sub-regional Trade and Transport Facilitation projects are under preparation for West Africa, Central Africa, and Eastern/Southern Africa.
· Bank support to regional integration initiatives is increasing, with analysis and support to regional groupings in Africa, Latin America, and Asia.  Work is also underway for analysis of regional integration issues (for example FTAA, NAFTA, ASEAN+China), and for various broader regional studies on growth and globalization in which trade figures prominently.

· The Bank is stepping up its support to enhance public and private sector capacity in food safety and phyto-sanitary (SPS) management through components in new projects in several countries including Bosnia-Herzegovina, Burkina Faso, Egypt, Peru, India, the Philippines and Zambia.  The Standards and Trade Development Facility is launched (with support from the Bank, WTO, and FAO), which will focus on capacity building and technical assistance in standards and regulations in food safety, animal and plant health.  I would urge you to consider contributing to this new and exciting program.
· We are working to strengthen the collective pool of knowledge on trade, development and finance.  This means maintaining our strong research base, and expanding its relevance by drawing on our extensive country experience.  We want to use our capacity as a “knowledge Bank” to support training activities, joint research and capacity-building programs on trade.  Our partners will include governments, multilateral institutions, development agencies, academia, civil society and the private sector.


CONCLUSION

· In closing, I would like again to thank my WTO hosts and to thank you all for being here.  I look forward to a lively and fruitful discussion.

· And let me restate my central theme here today: more can be done to improve coherence by strengthening official-level contacts between our institutions, but this will have little real impact without a renewed effort by national governments - our governing bodies – to face the issues I have raised today: tackling agriculture and other policy inconsistencies, getting S&DT right, and bringing together the trade, development and finance communities in new and productive ways.

_______________________________________________
