Background: Trade, Debt, and Development 

The Bush Administration and the World Bank now claim that international trade agreements modeled on the North American Free Trade Agreement (NAFTA) and the World Trade Organization (WTO) will help the poor more than direct debt relief. Here are some reasons why this claim should not be accepted at face value. 

While trade can help countries grow and develop, it can also impede development. Trade rules that respect differences between countries and the different needs of countries at varying stages of economic development can be beneficial. Trade rules that force a "one-size-fits-all" model of opening domestic economies to world trade can do severe damage to developing countries. 

The Bush Administration is promoting two new parallel trade agreements-a Free Trade Area of the Americas (FTAA) that would essentially extend NAFTA's "investor primacy" approach to the whole Western Hemisphere, and a new round of WTO negotiations designed especially to lower agricultural tariff barriers and strengthen "intellectual property rights" for corporations in the industrialized countries. 

The Bush Administration is aggressively promoting new trade agreements to the public as a substitute for debt cancellation and as a remedy for poverty. In reality, debt cancellation will help many countries much more certainly than increased trade, and new trade rules without protections for workers and farmers in the Global South is likely to increase rather than reduce debt. Historically, most countries that have moved up the economic ladder to middle-income and higher-income status have done so in part by protecting their farmers and emerging industries from unregulated trade. 

Both the proposed FTAA and the proposed new round of WTO negotiations link access to the U.S. market to adoption of economic and social policies that often undermine sustainable development, impede poverty reduction, and reduce democratic involvement of people in decision making. In fact, WTO and FTAA policies are largely the same policies that are promoted by the IMF and the World Bank through their "structural adjustment" lending programs. 

For example: 

- Both the WTO and the FTAA contain provisions that require opening markets to free trade in ways that potentially threaten public services such as health care, education, and water. Similarly, the World Bank and the IMF continue to promote "user fees" or "cost-sharing" for primary health care and education, and continue to promote privatization of basic needs such as water. 

- Both the WTO and the draft FTAA contain provisions designed to prevent developing countries from producing and distributing low-cost generic AIDS, malaria and tuberculosis drugs in order to protect corporate "intellectual property rights". Similarly, the World Bank and IMF often require governments to promote foreign investment by deregulating industries, lowering wages, ending price controls on food and other basic goods, and reducing government support for basic human needs. 

- IMF and World Bank structural adjustment is often counter-productive in economic terms, in part because it is based on an inadequate model of real world behavior. When one nation follows IMF and World Bank advice, it may be successful in the short term, even though there are high social costs to following Bank and Fund advice. The IMF and Bank generally view low wages as developing countries' "comparative advantage" in world markets and therefore favor lower minimum wages and weaker labor laws and other measures that reduce living standards. But when many countries follow the policies recommended by the Fund and Bank, the result is often falling export prices and lower wages for all. Similarly, the WTO and FTAA model of reducing barriers to some imports may sometimes be helpful for poor countries. But often opening markets to unregulated free trade results in an influx of cheap food from the US and Europe that depresses local farmers' prices, leading to loss of family farms, food production capacity, and food security. 

- A major criticism of the IMF and World Bank has been their tendency to work in secret with only token involvement of civil society in economic decision making. Similarly, the NAFTA and WTO trade agreements were enacted undemocratically, using "fast track" procedures that limit access to information and limit debate in the U.S. Congress, suppressing the involvement of civil society in decisions that profoundly effect our lives and the lives of our sisters and brothers in the Global South. Now the Bush Administration is seeking fast track authority for more such agreements, and simultaneously insulating the IMF and World Bank from the duty of debt cancellation. 

- "Trade will bring growth and development" has long been a mantra recited by rich countries to impoverished countries--especially when the rich are trying to avoid giving increased aid or reducing debt. But in fact debt is in large part a symptom of a global trading system in which the market power of the rich eclipses that of the impoverished. In a "one dollar, one vote" trading system, the impoverished are unlikely to become wealthier without a change in the rules of the game. Similarly, the World Bank and IMF promote their own version of economic "orthodoxy" as the way to growth and development. But studies by the Bank itself and by independent analysts have repeatedly shown that the majority of World Bank interventions have failed to meet even the goals that the Bank has set, let alone the goals of sustainable development. 
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