
DEVELOPMENT COMMITTEE
(Joint Ministerial Committee

of the
Boards of Governors of the Bank and the Fund

On the
Transfer of Real Resources to Developing Countries)

SIXTY-FIRST MEETING
WASHINGTON, D.C. – APRIL 17, 2000

DC/S/2000-02

April 14, 2000

Statement by Dr. Y. Seyyid Abdulai
Director-General of the OPEC FUND

OPEC



1

TRADE AND DEVELOPMENT

Anxiety persists about globalization and its perceived threat to human values.  The
anxieties may have been fuelled by several global problems, including the increasingly apparent
asymmetries and imbalances in our international economy, environmental degradation, erosion
of social values and a rise in political extremism.

Some actually blame globalization and the liberalization of trade and financial flows for
these problems as well as the impoverishment of millions.  This should come as no surprise as
entire economies and millions of people suffered losses as a result of overwhelming capital
outflows in 1997 and 1998.  Several countries, particularly in Asia, painfully experienced the
detrimental impact of rapid capital movements on socio-economic development and poverty
levels.  Policy makers have started to argue in favor of a more selective liberalization of capital
flows (to shield developing countries from the impact of financial crises) and for the reform of
our international financial architecture as well as a “moralization” of financial markets.

Others point toward major international institutions such as the World Trade
Organization (WTO), the Bretton Woods Institutions and the United Nations system, whose
mandates, structures, and operations have come under critical review.  Demands are being made
for more transparent, accountable and effective forms of global governance, and for an economic
order that could strike a more sensitive balance between prevailing economic interests and long-
term social concerns.

More than two decades ago, countries of the South emphasized the need to strengthen
international cooperation in order to reduce the widening inequalities between rich and poor.
This, they argued, could be achieved through reform of our international trading arrangements,
and by the writing-off of the external debt of the poorest developing countries.  Although some
steps have been taken to respond to these concerns, the progress made so far has not been enough
to check a widening of disparities between developed and developing nations.

The concerns about globalization and its impact on the world economy became
particularly manifest during the Millennium Round of trade negotiations, which was launched in
conjunction with the Third WTO Ministerial Conference in Seattle, USA, in November 1999.
The negotiations were disrupted and ultimately called off as a result of strong pressures from
civil society.  The enhanced involvement of civil society in the global debate on trade and
development can be deemed to be a positive sign, as it helps facilitate moves toward more
effective forms of global governance and more transparent and accountable international
institutions.

The Seattle experience was very much in evidence at the annual meeting of the World
Economic Forum in Davos, Switzerland in January 2000, when world political and business
leaders faced the serious issue of attempting to resolve the backlash against globalization and
free trade which had caused the suspension of the Seattle negotiations.  Davos was followed by
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the Tenth United Nations Conference on Trade and Development (UNCTAD X) which was held
in Bangkok, Thailand, in February.

UNCTAD X constituted an effort to break the impasse; it considered the trade agenda
within a development framework; offered a global forum for dialogue and consensus building
among all stakeholders; and allowed for a collective process of in-depth reflection on the
development experiences of the last few decades, and the challenges ahead.  The conclusions and
recommendations of the Conference were incorporated in a Bangkok Declaration and an
ambitious Plan of Action on issues to be addressed.   The commitment to a fair, rules-based and
transparent multilateral trading system that would benefit North and South was reaffirmed.

The discussions in Seattle and Bangkok have illustrated the diverse, complex and often
novel issues that feature on the agenda of the debate on globalization, trade and development.
These range from labor and environmental standards, child labor, slavery, women’s issues,
intellectual property rights, trade integration, government procurement, investment,
liberalization of trade in agriculture, services and several other sectors, to institutional reform.
Addressing this broad spectrum of issues is, indeed, a task of daunting proportions.  In dealing
with them, a sense of urgency and priority is essential.  Their variety, however, must not distract
us from attending to our most crucial and urgent task: curbing the rising numbers of people
living in absolute poverty.

The Development Committee needs no reminder on the consensus reached by the
international community about the need to fight poverty, as set out in Strategy 21: Shaping the
21st Century: The Contribution of Development Cooperation1.  Building on a string of UN
conferences, Strategy 21 spells out a number of social and economic objectives for the
international community to achieve in partnership with major stakeholders in development.

The overarching and most important objective propounded in this strategy is to cut by
half the proportion of people living in absolute poverty by 2015.  Another major goal includes
the reversal of the degradation of the environment and the loss in environmental resources by
2015.  Progress is also to be made towards achieving universal primary education by 2005,
closing gender disparities in primary and secondary education by that same year, improving
access to reproductive health services, and substantially reducing maternal and child mortality
rates by 2015.

The WTO has an important role to play in international endeavors to achieve the Strategy
21-poverty alleviation and related targets.   It could fulfill this significant role by ensuring that
international poverty alleviation is given the highest priority in the forthcoming trade
negotiations.  This would entail granting differential and more favorable treatment for
developing countries, including special attention to the least developed countries (LDCs), as
embodied in the WTO agreement.

The need to cut by half the proportion of people living in poverty is particularly relevant
to Africa, home of the majority of the LDCs.  This is a continent that is constantly struggling

                                                
1 Ref. May 1996 policy paper of the OECD Development Assistance Committee.
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with all kinds of catastrophes, be they natural such as floods, droughts, desertification, or man-
made such as wars, internal conflicts. Just recently, the United Nations was warning of a massive
famine in the Horn of Africa; conflicts have left behind millions of orphans and unsupported
elderly; and diseases have been affecting the most productive elements of the population.  Nearly
half of the continent’s 760 million people are strikingly poor, surviving on less than US$1 a day.

In an increasing number of African countries, the implementation, at great cost, of painful
macro-economic and structural policies reforms and improvements in governance have begun to
produce results.  Despite having taken measures to improve the enabling environment, however,
most African countries continue to attract only a meager share of foreign direct investment
(FDI).  They have difficulty of access to Northern markets and encounter obstacles as far as
transfer of technology and technical assistance are concerned.  Therefore, understandable
concerns exist that African countries (and LDCs in particular) are threatened with increasing
marginalization from the mainstream of the global economy.  These unfortunate developments
are taking place in conjunction with further declines in ODA, which have been falling steadily,
from 0.33% of DAC countries GNP in 1992 to 0.23% in 1998.

Considering the precarious situation of the LDCs, it is regrettable that tangible progress
regarding special and preferential treatment afforded to them and to the developing countries, in
general, has been so limited to date.  Failure to act on this issue constituted one of the reasons for
the suspension of trade talks in Seattle.  Unfortunately, the discussions in Davos and Bangkok
have not resulted in a satisfactory resolution of this matter either.

Home to over 10% of the world’s population, the 48 LDCs account for less than 1% of
world trade, a share which saw a decline of 40% since 1980, and this proportion is still shrinking.
Granting differential and more favorable treatment to these countries in the framework of the
forthcoming trade negotiations would definitely not constitute a major sacrifice for the
industrialized countries.  We, in that regard, warmly welcome the recent proposal made by some
developed countries, notably the countries of the European Union (EU) and Japan, for duty-free
treatment of LDCs exports.  This initiative deserves much support and other industrialized
nations should emulate it. However, even the offer made to the LDCs is not as generous as it
appears: the bulk of exports from these 48 poor developing countries is already exempt from
duties in Western Europe and the U.S.  These exports consist mostly of produce and raw
materials which do not threaten in any way domestic industries in the North. Therefore,
concessions ought to be extended to grains, textiles and clothing, among others, where it would
make a real difference for the Southern countries concerned.

Due consideration should be given in the forthcoming round of trade negotiations to
issues related to the implementation of the Uruguay Round agreements, particularly those
agreements designed to improve market access opportunities for developing countries.

These issues are twofold: On the one hand, some developing countries face difficulty in
implementing the Uruguay Round agreements either due to a lack of resources, or because of
problems they were not aware of at the time they entered into these agreements.  On the other
hand, developing countries may have expected benefits from the Uruguay Round agreements
which did not materialize.  The need for reduction by the industrialized countries of high tariff
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and non-tariff barriers on products in which developing countries have a comparative advantage,
such as agriculture, textiles and clothing, is an area of common concern and priority in this
respect.

To focus only on agriculture, trade in that area offers many developing economies real
opportunities for growth - if these opportunities are not stifled by trade barriers in the developed
countries. Despite the encouraging proposals for special and preferential treatment for LDCs
products, there is a lingering doubt as to whether the Northern Partners will respond positively to
calls for rapid progress on liberalization during the forthcoming trade negotiations. Northern
reservations on the rapid liberalization of agricultural trade became evident during discussions on
who would chair the negotiations on agricultural trade liberalization, which were officially
launched at WTO in Geneva on March 23, 2000.

Another worrisome issue to the South is the growing use of anti-dumping measures by
major industrialized countries to ensure protection of certain products.  Furthermore, there is a
need to facilitate accession by poor countries to the WTO, a process which has become
increasingly lengthy and laborious.

However, these and other issues of common interest to the developing countries threaten
to be overshadowed by the many new topics that have been brought to the negotiating table,
mainly by the industrialized countries.  These issues concern public procurement, competition
policy, environmental and labor standards, and the Multilateral Investment Agreement (MAI)
which has drawn considerable criticism from governments, labor unions, research institutions,
and non-governmental organizations.  The developing countries are likely to feel extremely
reluctant in taking on new commitments and issues if their own preoccupations are not
adequately addressed in the forthcoming round of trade negotiations.

 During the past few decades, a large number of arrangements and institutions have been
created, or are in the process of being set up, to promote trade liberalization and regional
economic integration2.  Competition amongst these and other trading blocks may lead us back to
the disastrous protectionist policies of the 1930s.  The tensions bred by competition,
marginalization, widening inequalities, and the breakdown of free trade will invariably have dire
consequences.

Clearly, there is no desire for such unhelpful policies.  The international consensus about
the importance of free trade to sustained economic development and world peace is
overwhelming.  This is illustrated by the growing number of GATT/WTO member countries,
which increased from 85 in 1980 to 100 in 1990, and 134 in 1999, with more than two thirds
being developing countries.

                                                
2 These include the North American Free Trade Agreement (NAFTA), the European Union (EU), the European Free

Trade Association (EFTA), the Caribbean Common Market (CARICOM), the Southern Common Market (MERCOSUR), the
Association of South-East Asian Nations (ASEAN), the Gulf Cooperation Council (GCC), the Arab Maghreb Union (AMU), the
West African Economic and Monetary Union (WAEMU), and the Southern African Development Community (SADC), the
expected Free Trade Area of the America’s (FTAA) by 2005 and a free trade area in the Mediterranean basin by 2010.
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Nonetheless, the drive for trade liberalization and integration is meeting with increased
resistance.  The events in Seattle painfully demonstrated that the new round of multilateral trade
negotiations, if they are to be successful, should endeavor to seriously address prevailing human
and social concerns.  A new development paradigm is gradually emerging which centers around
core human values, emphasizing the need for economic growth to be participatory, inclusive,
equitable, fair, and sustainable.  The gradual rise of a global civil society and the increased
demands for public accountability are accelerating the processes of change inherent in this
paradigm shift.

The WTO has an essential role to play in maintaining the rules-based system and in
consolidating the achievements of the past, while becoming a more effective instrument for
sustainable socio-economic development and poverty alleviation. For the WTO to fulfill this
role, however, the organization will have to continue to meet the highest standards of integrity
and transparency in decision-making.  It will also have to demonstrate greater sensitivity for the
concerns of the developing countries (and the LDCs in particular) as well as vision and
leadership in working towards meeting the development targets set out by the international
community.

If the next round of trade negotiations fails to develop a more flexible and positive
approach to the needs of the poorest countries, these countries will continue to miss out on the
benefits of our global trading system, a situation that might lead to further impoverishment.  On
the other hand, a more sensitive and responsive approach to the concerns of the poorest
developing countries could help strengthen public support for the activities of WTO, leading
ultimately to an increased commitment of public resources to these activities, and helping the
organization become a more effective instrument for sustainable development and poverty
alleviation.

We stand on the threshold of a new century and a new millennium.  Uncertainties about
the future abound.  The shape of this future will be decided by the interplay of a complex set of
interrelated issues and competing interests.  Hopefully, this interplay will have positive results,
and help create a global trading system that can play a regulatory role while at the same time
promoting sustained economic and social development.  Our challenge today is to assiduously
work towards the establishment of global governance structures that can provide vision and
sound leadership, and add strength and stability to the world economy.
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