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Trade, Development and Poverty Reduction

Mr. Chairman,

The European Commission is very honoured to participate at this Spring Meeting

of the Development Committee.

The link between trade, development and poverty reduction is high on all

international agendas. The UNCTAD X in Bangkok, the Havana G-77 and the next

G8 of industrialised countries are all grappling with the challenge of achieving a

positive synergy between trade, development and poverty reduction.

The objective is: globalisation with a human face. Such a perspective is also the

key to re-launching the WTO negotiations.

How does globalisation relate to trade and poverty reduction?

First, there is strong evidence of a positive relationship between trade and growth.

Secondly, growth is a vital, but far from the only factor in poverty reduction.

Thirdly, we observe that increased growth and increased trade sadly co-exist with

widespread poverty.

The new economy is on the front-page every day. The Nasdaq seems to be the new

paradigm. But when I travel in Sub-Saharan countries, it is obvious that the

benefits of technological progress and open trade are unevenly distributed. It must

also be recognised that what is good for one country on the international

marketplace might be detrimental for another, if the necessary prerequisites are not

in place.

So while there is no alternative to a free and open world economy, it is not a

panacea and not an end in itself.

The challenge is to make sure that globalisation improves the life of fellow human

beings. This requires political action.
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First of all we need a higher quality of social and economic policies. Trade and

investment liberalisation are important engines for growth. They stimulate

investment in human and physical capital, and ensure better overall allocation of

resources. However, markets, competition and openness are necessary, but not

sufficient conditions for economic development.

The domestic policy environment of the developing countries themselves and their

ability to create a climate conducive to economic growth, social development and

environmental protection is essential if they are to reap the benefits of globalisation

and of an international poverty reduction strategy. We should therefore agree on

the need for efficient and accountable domestic institutions and policies, good

governance and the expansion of human freedoms. This lies at the heart of any

poverty reduction strategy.

But the international strategy is equally important.

The World Bank - under the able leadership of Mr. Wolfensohn - has introduced

the Comprehensive Development Framework. The Bank and the Fund are now

working together in their poverty reduction efforts under the framework of Poverty

Reduction Strategy Papers.

The European Union is fully supportive of this approach.

Our own Country Strategy Papers are being prepared on the same basis. They seek

to promote ownership and an integrated approach to poverty reduction and

stimulate the integration of developing countries into the world economy.

This demonstrates the benefit of a common approach among the Bretton Woods

institutions, the WTO, the various United Nations agencies which sets norms and

standards, and bilateral donors including the European Union.

This coherence is crucial: to remain vigorous and steady, economic growth must be

embedded in a global framework of sustainable development. In this framework,
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social policy and the respect of multilateral norms on core labour standards,

environment and consumer protection are powerful instruments to fight poverty.

Ladies and Gentlemen,

For weaker states it is sometimes difficult to comprehend fully the requirements of

the global economy. Domestic disciplines have to be introduced. Laws have to be

reviewed and implemented in order to compete with other nations on an equal

footing. While harnessing the raw forces operating on the international market,

such disciplines also attract Foreign Direct Investment.

Regional groupings can help in this respect. They can give participating countries

more leverage in multilateral fora to make their specific concerns heard. Open

regionalism, which stresses the complementarity between regional and multilateral

liberalization, can be a stepping stone towards better integration into the world

economy.

The European Union, through its Member States and institutions has been at the

forefront of regional economic integration. The Lomé Convention and its successor

conventions are such pioneering enterprises. We have just concluded the new

ACP-EU partnership agreement. The trade and development axis has been

considerably reinforced. We are shifting from market access based trade relations

to a more comprehensive trade relationship. The Regional Economic Partnership

Agreements, the so-called REPAs, will nurture the regional integration between

ACP countries and will help to make economic reforms mutually supportive and

irreversible.

These WTO compatible REPAs will serve the integration of ACP countries into

the world economy as well as poverty eradication. However they will not come

about from one day to the other. A pragmatic approach has been chosen. First the

preparatory period between now and 2008 will strengthen regional economic

integration and lead to negotiated agreements with the EU. Second the
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implementation period running up to 2020 will maximise the welfare effects while

minimising the adjustment costs on the basis of asymmetry, differentiation and

flexibility in trade arrangements.

What is done at bilateral EU/ACP level should be matched also at the multilateral

level.

The EU and its member states are collectively the world’s biggest donor. They are

also decisive contributors to the HIPC initiative in support to debt alleviation and

sustained economic development. And the EU put forward a strong agenda to

WTO members in Seattle focussed on both trade and sustainable development.

This Agenda will be maintained and reinforced in the future. It is my hope that the

lessons learnt from the post-Lomé negotiations might help to build a consensus for

the launching of a new round of multilateral trade negotiations with a broad

agenda.

A new round of multilateral trade negotiations should fully reflect developing

countries’ concerns. It should ensure their full participation and ownership of the

negotiations and it should ensure that their benefits are real. This means better

implementation of concessions by developed countries.

The Uruguay Round did offer better market access but we, the industrialised

countries, have still a long way to go to make market opening more effective and

more consistent with developing countries’ specific competitive advantages.

Industrialised countries have also to make important progress to strengthen

coherence between domestic policies, such as agriculture and trade, and their

development policy. What is given by one hand should not be taken away by the

other. The Millennium Round will reinforce this objective.

In order to improve the climate and set the basis for the launching of a new

comprehensive trade round at the earliest possible opportunity, we should pursue

six priority areas:
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1. Enhance market access for developing countries in order to promote

diversification and higher value added exports. The European Union has made a

commitment to grant duty-free and quota-free access to essentially all exports

from LDCs. This is meant to be an up-front offer. We have started

implementing this commitment and will continue to improve it. The EU is also

looking at ways to enhance transparency of the market access scheme. This is

necessary to make it easier for LDCs to make full use of the opportunities

offered for trade expansion.

2. Significantly improve, and if necessary adjust, the special and differential

treatment (S&D) facilities available under the different agreements. This

includes making such provisions more operational to meet developing

countries’ needs.

3. Address implementation concerns of developing countries to help efforts at

implementing the Uruguay Round agreements. Specifically, as regards

technical assistance and, when appropriate, flexible deadlines.

4. Ensure that negotiations in new areas do contribute substantially to the

development process, including improving economic governance, essential for

development. The development and equity dimensions should be at the centre

of negotiations in the new areas. In the EU, our sustainability impact

assessment is part of the package.

5. Develop a new approach to technical assistance for capacity building which is

demand-driven and based on complementarity, co-ordination and closer co-

operation between the WTO, the other international organisations and donors,

for enhanced efficiencies. We need to address capacity building in a broader

sense and the ability to trade.

6. Facilitate improved participation of developing countries in trade negotiations

and in the WTO structures in general.
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Ladies and Gentlemen,

The fight against poverty is a common responsibility of mankind. It is an immense

task, which requires a common purpose and massive resources. It requires markets

to deliver growth and it requires policies to deliver equity and humanity.

Meetings as the one we have today help us establish such a shared vision.

Thank you.


