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NEW YORK, 20 SEPTEMBER 2006

Mr. Chairman,
I take this opportunity to thank you for organizing the Ministerial Meeting today. This will give us an opportunity to review our progress and share our thoughts since we met in Bali last May. Let us first see where we stand at the end of the first decade of our existence. In 1996, when we formed the group, our combined GDP was 2.73% of the global output. In 2005, our share stood at 3.01%. A very modest increase and high oil price would mostly account for this. 
Let us now look at our export performance. During this 10 year period, our share of export, as a percentage of all exports in the world, declined from 3.9% to 3.5%. This illustrates, albeit partially, that we have not been able to improve our export competitiveness in the global market. Without robust growth in export, it is unlikely that we would achieve faster economic growth and alleviate poverty in our economies.
Economists have long argued the benefits of PTA, Customs Union and FTA as triggers for economic growth. The empirical evidence has been mixed at best -- mixed, especially if we look at the experience of MERCUSOR and NAFTA. As you would recall, our joint efforts since the Tehran Summit resulted in signing of the D-8 Preferential Trade Agreement. Thanks to our Commissioners and the High Level Trade officials, we were also able to conclude the multilateral Agreement on Administrative Assistance in Customs Matters. These two agreements will surely help expand trade opportunities among the member countries but we would certainly need to do more.

Mr. Chairman,

Let me state here that a PTA is only a first step towards greater economic cooperation/ Reduction of tariff does not necessarily translate into more trade. First of all, for any PTA, the most important objective should be creation of more trade and not trade diversion. If the intra D-8 trade grows at the expense of diverting trade away from non-D-8 trading partners, the PTA may, in fact, reduce economic welfare in the member states. 
Secondly, for trade to grow among the D-8 members, we would need to create scopes for specialization according to our dynamic comparative advantages. Specialization will not only help us reduce costs and make our products more competitive in the global market, it will also provide us the economies of scale and scope. 
Thirdly, we must maximize the ‘learning effects’ of trade. Please allow me to explain this a little further. As we all know, trade allows specialization. But specialization can also trap economies in low-skill intensive productions, unless it also facilitates learning and transfer of technology. If a country specializes in production of toys, it can eventually graduate to produce equipment, electronics and other high-techs. The D-8 member countries must take this factor into account and work together to facilitate transfers of technology amongst themselves. Let us not forget that at the end of the day, it is technology and innovation that drives long-term economic growth. 
Mr. Chairman,
Also in our efforts to reduce tariffs, let us not forget that para-tariff and non-tariff barriers are equally, if not more, detrimental. I am hopeful that we can take the Agreement on Administrative Assistance on Customs Matters as the first step to eliminate the para-tariff barriers in our respective economies. My staff, using the World Bank Doing Business database, calculated the D-8 averages for the number of documents and the number of days to export goods from our economies. On average, our exporters need 8 documents and 25 days to ship their goods compared to averages of 4 documents and 10 days in the OECD countries. There is certainly tremendous scope for improvement in our customs procedures and we must instruct our customs officials to address this issue seriously. We should take a coordinated approach to streamline the customs procedures and reduce the cost of transactions.

Mr. Chairman,

Free trade and consequent economic growth does not necessarily lead to poverty alleviation and economic well-being for everyone. We have long abandoned the adage that rising tide raises all boats. In fact, liberalization of trade can make a segment, especially those employed in the non-traded sector, of the society worse off. Our governments must recognize this fact and look into mechanisms to ensure that gains of trade are equitably distributed. We cannot afford to allow free trade marginalize our people.
Mr. Chairman,

D-8 cannot just narrowly focus on trade. Trade is one of the tools to promote economic growth but it is certainly not the only one. We need to look beyond trade. As an economic block, we must also strive to share our risks and better manage economic shocks. Given that we control nearly 10 percent of the fossil fuels of the world, we must look into the possibility of promoting energy security for the D-8 member states. A D-8 Working Group should be formed to look into the possibility of expanding energy trades both in the spot and the future markets. An early decision in this regard will reflect the collective will of our leadership, as documented in Paragraph 9 of the Bali Declaration. 
Mr. Chairman,
Let us recall Paragraph 6 of the Bali Declaration where we emphasized the need for addressing the problems of debt. In 2004, collectively we spent nearly $ 75 billion dollar to service our debts to the OECD countries. This is nearly 6% of combined GDP of the D-8 countries. This is a colossal sum which we could have used to finance our MDGs. These debts should be written off, not just because they constrain our budgets but also because they are mostly ‘odious debts’ that were taken by our previous undemocratic or military governments. As we all know, much of these were funneled back to the donor countries by the dictatorial regimes that received these debts. The donors should have exercised due diligence before disbursing funds to non-representative governments. I propose that we form a strong coalition to put pressure on the OECD countries to cancel these debts. We should consider forming a working group to consider this very important issue.
Thank you.

