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Introduction

year on from Seattle, very little had changed
Ain terms of making the World Trade

Organisation’s practices and rules more
democratic, transparent and development friendly.

Developing country governments in Geneva some-
times underplay the importance of fighting for greater
transparency and democracy on the pretext that sub-
stantive issues are ultimately more important. How-
ever, the lack of movement on key issues such as imple-
mentation show that real progress in addressing de-
veloping countries’ concerns will come only if both
substantive and process issues are tackled simulta-
neously.

In this issue of Focus on Trade, Aileen Kwa reviews the
year at the WTO. In the first of three articles ‘Trans-
parency and institutional issues a year after Seattle’
Aileen assesses the state of negotiations and high-
lights the trend towards legitimising the Green Room
consultations rather than eliminating them. She points
out the key institutional problems plaguing the WTO
and makes some suggestions on how the organisation
can be more democratic and responsive to developing
countries’ interests and needs. ‘The a la carte under-
taking: anew approach to special and differential treat-
ment?’ describes how the single undertaking struc-
ture of the WTO “slipped” into the Uruguay Round
negotiations as a result of intense pressures by the EU

and US on developing countries. The article calls for
special and differential treatment for developing coun-
tries by allowing them the flexibility to endorse only
those agreements they perceive to be of benefit at their
particular stage of development.

The final article looks at the failure of the current ne-
gotiations on the Agreement on Agriculture to take
into account the needs of small farmers. It argues that
we urgently need a new agricultural model based on
production for local and national needs using local
knowledge and inputs. It concludes with some sug-
gestions on how the AoA could support small farm-
ers to farm more sustainably and in a way which ben-
efits them economically but, as Aileen warns, such an
undertaking requires a ‘collective hero’s journey.’

But first, labour research activist Gerard Greenfield
argues that we need to “deepen the crisis at the WTO”
and open spaces for “localisation and
democratisation,” Walden Bello takes on Mike
Moore’s top adviser Philippe Le Grain and Malaysia’s
NGOs ask Prime Minister Mahathir to stick to his guns
(notwithstanding Gerard Greenfield’s view that “we
don’t need a responsive state, we need a democratic
state™).

Happy Anniversary WTO!




The Success of Being Dangerous: Resisting Free Trade &

Investment Regimes
Gerard Greenfield

through to the end of the 1990s, global capi

talists and their supporters expressed supreme
confidence in their victory over us. This confidence is
symbolized in the posters and billboards launched
by The Financial Times in the mid-1990s, declaring:
“Capitalists of the world unite!”” By taking our slogan
(“Workers of the world unite!””) and turning it up-
side-down, they were - in a sense - ridiculing our own
internationalism. They forcefully claimed that the in-
ternationalism of the post-Cold War era was an inter-
nationalism built and defended by capitalists, for capi-
talists.

I n the neoliberal ice age of the early 1980s

Lately, however, this confidence has been shaken, if
not shattered. The lead editorial in a recent issue of
The Economist views anti-capitalist protests as “an-
gry and effective.” More importantly, the editorial
warns that globalization is not inevitable and irre-
versible as the neoliberal ideologues have insisted for
the past two decades. Rather, the very fact that global-
ization can be reversed is what makes anti-globaliza-
tion movements so dangerous:

“The protesters are right that the most pressing moral,
political and economic issue of our time is third-world
poverty. And they are right that the tide of ‘globaliza-
tion’, powerful as the engines driving it may be, can
be turned back. The fact that both these things are true
is what makes the protesters - and, crucially, the strand
of popular opinion that sympathizes with them - so
terribly dangerous.” (The Economist, September 23,
2000)

The Economist makes it very clear that open declara-
tions of capitalist confidence are harmful at the present
time. Instead, the legitimacy of globalization - and,
crucially, of capitalism - must be restored. The tactic
for achieving this is to focus on Third World poverty.
That’s why The Economist then goes on to argue that
the greatest beneficiaries of globalization are the Third
World poor, and it’s the anti-globalization protesters
who are condemning them to continued poverty.

The post-Seattle WTO has also recast itself as the ally
of the poor and marginalised. As Mike Moore, the Di-
rector-General of the WTO, declared:

“Itis poor people in poor countries who are grasping
the opportunities provided by trade and technology
to try to better their lives. Mexican farmhands who

pick fruit in California, Bangladeshi seamstresses who
make clothes for Europeans, and South African phone-
shop owners who hawk time on mobile phones to
their fellow township dwellers. They and countless
other real people everywhere are the human face of
globalization.”

So it seems that restoring the legitimacy of the WTO,
after what they called “the setback in Seattle”, involves
greater emphasis on world poverty as the main issue.
At the same time, some of the world’s largest TNCs -
with the worst records of labour repression, cultural
and ecological destruction and genocide (of which
Nike and Shell are just two examples) have founded a
new partnership with the United Nations to save the
world’s poor. Helping the world’s poor under the UN
corporate partnership makes itacommercial activity
- a commodity like everything else. Without having
any effect whatsoever on what these TNCs actually
do to the planet and the mass of the people on it, this
tactic serves to restore the legitimacy of corporate rule
and regain the confidence of previous years.

But Mike Moore has gone a step further in these
troubled times. In sharp contrast to the days of ridi-
culing our internationalism by misusing our slogans,
we now find Comrade Mike talking about our inter-
nationalism as the shared tradition of the WTO:

“We on the Left have a lot to be proud of. We built the
Welfare State that looks after people when they are
sick, poor, or old. We fought for the equality of women
and minorities. We argued passionately for interna-
tionalism, for solidarity between workers in Sweden
and those in Africa.” (Mike Moore, WTO Director Gen-
eral, July 26, 2000)

At one level this is just a change in rhetoric. It’s a
tactical maneuver, not a change in strategy. It’s cer-
tainly not a fundamental shift in the nature of the glo-
balization project. This tactic seeks to restore a degree
of legitimacy and limit the damage done by the anti-
globalization movements. In other words, it’s a way
of making us less dangerous.

However, it’s important to recognise that the protests
in Seattle also produced its share of rhetoric. The slo-
gan “Shutdown the WTO” may have meant “abolish
the WTO” for many progressive labour and social
activists, but for more conservative unions and social
groups it meant “shutdown this particular WTO meet-



ing.” In this sense it was merely symbolic. Dozens of
WTO-related meetings among technocrats preceded
the Seattle meeting, and as many have taken place
since.

The rhetoric was even more apparent when the presi-
dent of the AFL-CIO, John Sweeney, declared at the
start of the protests, “Today we are making history!”
Even before the protests had ended he announced,
“We have made history!” It was less a first step than
the last. The WTO was shaken, but not broken, and it
was time for the AFL-CIO to get back to the negotiat-
ing table to insist on a reformed WTO - with a social
clause and without China. The tactics behind the slo-
gans were not only lacking a strategy, but lacked a
common goal.

It no longer makes sense to simply accuse the WTO
and other agencies of global capitalism of neglecting
the poor, failing to recognise the importance of ... (in-
sert any social or environmental issue here), or lack-
ing democracy. Since Seattle there have been numer-
ous speeches and publications churned out by the
WTO technocracy which assert the importance of de-
mocracy, human rights, environmental protection,
social needs, the primacy of “the social market” over
the “the free market”, and the need to eradicate pov-
erty. Meanwhile, since Seattle, five more countries
have joined the WTO (Another 25 will join in the next
couple of years). Key agreements have been expanded,
and the number and intensity of trade talks and
backroom deals has increased - not decreased. So
where does that leaves us?

As an oppositional strategy, pointing out what is miss-
ing inthe WTO doesn’t really tell us very much about
what it is we’re up against. Those unions, NGOs and
social coalitions which want to reform agencies like
the WTO employ tactics of lobbying, alternative policy
input, and social clauses. The tactic of including those
things they believe are missing from the WTO agenda
is based on certain key assumptions about what the
WTO is and what it does. For a start, they assume the
WTO and agencies like it are institutions or
organisations. They also assume that the main func-
tion of institutions like the WTO is to make and imple-
ment policies or trade agreements. Based on this, the
problem becomes narrowly defined: in running these
institutions and making policies and agreements
there is too much corporate control and not enough
control by social, labour and environmental groups
(collectively called ‘civil society’). This then means
that globalization itself is not seen as a problem. It’s
the kind of globalization that is in question. This then
becomes a contest between corporate globalization
and a people-centred or more humane kind of global-
ization.

By accepting globalization and focusing on the rheto-
ric of poverty, democracy and social inclusion, these
civil society groups are in fact helping the WTO out of
its crisis of legitimacy. This occurs at a time when the

very thing we should be doing is deepening the crisis.
More importantly, these civil society and social groups
are creating conditions that would render the anti-
globalization movements less dangerous both for
themselves and for the political and economic elite.
They’ve clearly missed the point. We can only be ef-
fective if we continue doing whatever it is that makes
us dangerous - and do it better. It’s in being uncivil
society that we find we can challenge the WTO and
what really lies behind it.

To launch such a challenge it’s important to under-
stand that the WTO is not about institutions and agree-
ments. It’s not even about trade. The following is an
example of the changes under globalization which
suggest that trade is not the primary issue. In 1999 the
value of global exports totaled US$7 trillion. In the
same year the value of sales by the 690,000 foreign
affiliates of the world’s 63,000 TNCs was nearly
double, at US$13.5 trillion. It’s also significant that
while worldwide exports tripled in the period from
1982 to 1999, the sales by TNCs’ foreign affiliates in-
creased six times - at twice the rate (UN World Invest-
ment Report 2000). What this suggests is that free trade
is not really about increasing the flow of goods and
services across borders, but in increasing the domi-
nance and control of local markets by TNCs. More
fundamentally, itincreases our dependence on these
TNCs.

This dependency reflects a critical dimension of what
the WTO, NAFTA and other free trade agreements re-
ally are. They are not just institutions and agreements,
butare regimes. Basically, a regime is an arrangement
of political power. In this case free trade and invest-
ment regimes refer to an arrangement of political power
between countries and between corporations and gov-
ernments. For example, under the WTO regime the
arrangement of power between countries freezes the
members of the WTO into a hierarchy of ‘developed’,
‘developing’ and ‘least-developed.’ By banning cer-
tain kinds of industrial and development policies in
the ‘developing’ and ‘least-developed’ countries and
increasing overall dependency on TNCs, the WTO re-
gime ensures that only those countries which are al-
ready ‘developed’ stay at the top of this hierarchy.

Free trade and investment regimes also establish an
arrangement of political power between corporations
and governments. It’s already well understood that
the free trade agenda is about increasing the power
and freedom of corporations, especially TNCs. This
kind of freedom is what defines globalization:

“I would define globalization as the freedom for my
group of companies to invest where it wants when it
wants, to produce what it wants, to buy and sell where
it wants, and support the fewest restrictions possible
coming from labour laws and social
conventions.”(Percy Barnevik, President of the ABB
Industrial Group)




Getting rid of these restrictions has meant redefining
domestic regulation in ways that protect the interests
of TNCs while placing new restrictions on the ability
of governments to regulate them. For example, between
1991 and 1999 there were 1,035 changes worldwide
in laws on foreign investment. Of those changes, 94
per cent increased the freedom of foreign investors
and reduced government regulation (UN World In-
vestment Report 2000). The effect of such changes is
not only to force policy-making and the judicial pro-
cess to become more like the US, but to restrict the
future possible actions of governments and isolate
them from the pressure of labour and social move-
ments.

As we saw in the NAFTA challenge by Ethyl Corp
against the Canadian governmentin 1997, and in the
recent NAFTA ruling in favour of Metalclad Corp
against the Mexican government, it’s not just an as-
sault on environmental regulation that we should be
concerned about. It’s an assault on the original local
struggles that brought this legislation into being in
the first place. In this sense, rolling back social and
environmental legislation under free trade means roll-
ing back the past victories of labour and social move-
ments.

What the NAFTA challenges also showed was that
federal governments are often willing to lose these
cases so that they discipline provincial, state or mu-
nicipal governments which have adopted progressive
social and environmental policies. Where federal gov-
ernments do not have the legal or political power to
reverse such legislation, it can allow the external in-
tervention of NAFTA and the WTO to act on its be-
half.

The WTO is often accused of secrecy and a lack of
democracy. This easily leads to proposals for greater
transparency and openness. Yet such an approach
ignores the fact that we need to have the ability to do
something about what we see, otherwise we’ll just be
spectators in a transparent process. It’s not just the
absence of democracy in the WTO and NAFTA that is
the problem, but the outright hostility towards democ-
racy. Aggressively cutting back our ability to impose
democratic priorities on capital is not an afterthought
- itlies at the very heart of the globalization project. It
also reminds us that the entire WTO process of be-
coming a member and obeying the rules rests on
threats and coercion. It’s the threat of trade sanctions
that drives it, not human needs or common sense.

The continued spread of international and local pro-
tests against globalization in recent months has deep-
ened the WTQO'’s crisis of legitimacy - a crisis which
was most apparent in Seattle in November 1999. This
is not only an external crisis. There are serious dis-
agreements between the governments of developing

and developed countries over the WTO rules, dead-
lines and procedures which have stalled several ne-
gotiations. Despite this, key governments (especially
the US, EU, Japanese and Canadian governments) are
attempting to expand the scope of WTO agreements
and to strengthen its powers. To effectively challenge
this we must not help the WTO out of its crisis of le-
gitimacy by calling for its reform. Instead we need to
deepen the crisis and create the political conditions
necessary to abolish the WTO and the free trade and
investment regimes which lie behind it.

Deepening the crisis of legitimacy in the WTO, NAFTA
and other free trade and investment regimes requires
ongoing mass mobilizations and protests. However,
we should not forget that the official trade talks we’re
protesting against are essentially symbolic. Shutting
down a WTO meeting is important, but technocrats
are meeting in a dozen other places both before and
after the official event. In combination with (not in-
stead of) these mass protests, we should organize sus-
tained, widespread popular education activities - ac-
tivities which move beyond the symbolic events of of-
ficial meetings and become events in themselves. This
popular education should not only raise a critical
awareness of the impact of the WTO regime on work-
ing people, but must explore the necessity of demo-
cratic controls over capital and the ways this can be
achieved. Whether it’s a Tobin tax on speculative cur-
rency transactions, the nationalization of banks, or
the participatory budget experience in Brazil, a greater
popular awareness of the absolute necessity of such
measures is an important step towards abolishing the
WTO, NAFTA, the IMF, etc. To achieve this popular
education activities should encourage a creative sense
of urgency about collective action and collective solu-
tions. By a ‘creative’ sense of urgency means a sense
of urgency that does not generate fear and uncertainty,
but compels people to imagine democratic alternatives
and struggle for their immediate implementation.
Through this we can deepen the WTO’s crisis of le-
gitimacy while creating legitimacy for a wide range of
radical solutions.

We should be clear that a world without the WTO
and NAFTA would not be a world without rules on
international trade. Rules already exist at the local
and national level in most countries, providing much
needed social and environmental protection and regu-
lating the trade in goods and services in ways that are
less harmful (and sometimes even beneficial) to work-
ing people. What is needed now is that these rules are
strengthened and expanded to manage trade more ef-
fectively in the interests of working people on both
sides of any trading relationship. But this isn’t sim-
ply a matter of replacing free trade with fair trade.
Having fair trade makes no sense if a country has
been forced for the last hundred years to grow and
export coffee, or if people are starving and exporting
rice at the same time. What this suggests is that we



need a fundamental rethinking about why we trade,
what we trade and the need for local alternatives.

However, for the countries in the South such alterna-
tives can’t even be considered as long as they are bur-
dened by international debt. The pressure of debt re-
payment is a driving force behind exports, locking
these countries into the free trade and investment re-
gime of the WTO and the structural adjustment poli-
cies of the World Bank and IMF. The total and imme-
diate cancellation of Third World debt and increased,
unconditional international social assistance is nec-
essary before any system of fair trade can be truly ef-
fective.

The claim that a world without the WTO would be a
world without rules is untrue because at the interna-
tional level we already have a wide range of rules:
treaties and conventions on human rights, labor and
trade union rights, economic, social and cultural
rights, as well as rules which restrict harmful forms of
international trade such as toxic waste and military
arms. These international rules were the result of a
long history of popular struggles worldwide, and it’s
necessary now more than ever before to reassert the
priority of these conventions and principles. We
should do so not by including them in the WTO or
NAFTA so that our principles and rights are absorbed,
distorted and commercialized under free trade and
investment regimes, but by reasserting the importance
of fundamental rights and freedoms over and above
trade and investment, and regaining ground against
the globalization project.

This makes it necessary to abolish those free trade
and investment regimes which lock the state ‘up-
wards’ into the global interests of TNCs and ‘away’
from popular pressure from below. However, it also
means that pressure from below must be transformed
into something more structured or systematic so that
the state (at all levels) is not simply ‘pressured’ by the
shift in popular opinion against globalization, but is
controlled by it. In other words, we don’t need a re-

sponsive state, we need a democratic state. Clearly
that is a massive project. But the abolition of free trade
and investment regimes like the WTO, the subordina-
tion of TNCs to democratic controls, and the reversal
of the globalization project, require the democratiza-
tion of the state at national and sub-national levels.
Restoring and expanding the rights of governments
over capital, especially the right to regulate the activi-
ties of TNCs, is only a first step. This would involve
immediate measures such as increased corporate
taxes, restrictions on capital outflows, and stricter eco-
logical protection, as well as more fundamental
changes like the democratic (not bureaucratic) nation-
alization of the banks and other public utilities, and
the reversal of the past two decades of privatization.
At the same time progressive localization strategies
must be strengthened. This may include self-organized
cooperatives, community-based resource manage-
ment, the social conversion of industries, and directly-
elected local jobs councils. Whatever the range of initia-
tives involved, these localization strategies not only
require government support, but also need effective
protection from aggressive attacks by TNCs.

The combined effect of democratization and localiza-
tion is a radical re-ordering of the domestic arrange-
ment of political power in ways which fundamen-
tally contradict - and therefore weaken - the global
arrangement of political power under free trade and
investment regimes. This in turn creates the political
conditions in which an effective, popular counter-
project can be launched to reverse the globalization
project. Only through such a project would we then
be dangerous enough for the capitalists’ worst fears
to come true.

* Gerard Greenfield is a labour research activist
working with unions and labour groups in the Asia-
Pacific. He is an editorial collective member of Quan
Qiu Hua Jian Ca-Globalisation Monitor, and is
currently working with the Canadian Auto Workers
(CAW).




The WTO: Boon or Bane for the Developing World?

An exchange of letters between Walden Bello, executive director of Fothes®lobal South and professor at the

University of the Philippines and Philippe Legrain, special adviser to WTO Dir€etoeral Mike Moore and
former trade and economics correspondent at the Economist. It appeared in thgig€Eddecember-January,

2000, Volume 30, Number 9.

Dear Philippe,

The idea that the world needs the World Trade
Organisation (WTO) is one of the biggest lies of our
time. The WTO came about, in 1995, mainly because it
was in the interest of the US and its corporations. The
European Union, Japan and especially the develop-
ing countries were mostly ambivalent about the idea;
it was the US which drove it on.

Why? Because though the US, back in 1948, blocked
the formation of an International Trade Organisation
(ITO), believing that, at that time, the interests of its
corporations would not be served by such a global
body, it had changed its mind by the 1990s Now it
wanted an international trade body. Why? Because
its global economic dominance was threatened. The
flexible GATT (General Agreement on Tariffs and
Trade) system, which preceded the WTO, had allowed
the emergence of Europe and East Asia as competing
industrial centres that threatened US dominance even
in many high-tech industries. Under GATT’s system
of global agricultural trade, Europe had emerged as a
formidable agricultural power even as Third World
governments concerned with preserving their agricul-
ture and rural societies limited the penetration of their
markets by US agricultural products.

In other words, before the WTO, global trade was grow-
ing by leaps and bounds, but countries were using
trade policy to industrialise and adapt to the growth
of trade so that their economies would be enhanced
by global trade and not be marginalised by it. That
was a problem, from the US point of view. And that
was why the US needed the WTO.

The essence of the WTO is seen in three of its central
agreements: the Agreement on Trade Related Intellec-
tual Property Rights (TRIPs), the Agreement on Agri-
culture (AOA), and the Agreement on Trade Related
Investment Measures (TRIMS).

The purpose of TRIPs is not to promote free trade but
to enhance monopoly power. One cannot quarrel with
the fact that innovators should have preferential ac-
cess to the benefits that flow from their innovation for
aperiod of time. TRIPs, however, goes beyond this to
institutionalise a monopoly for high-tech corporate
innovators, most of them from the North. Among other
things, TRIPs provides a generalised minimum patent
protection of 20 years; institutes draconian border
regulations against products judged to be violating
intellectual property rights; and — contrary to the judi-
cial principle of presuming innocence until proven

guilty — places the burden of proof on the presumed
violator of process patents.

What TRIPs does is reinforce the monopolistic or
oligopolistic position of US high tech firms such as
Microsoft and Intel. It makes industrialisation by imi-
tation or industrialisation via loose conditions of tech-
nology transfer — a strategy employed by the US, Ger-
many, Japan, and South Korea during the early phases
of their industrialisation — all but impossible. It en-
ables the technological leader, in this case the US, to
greatly influence the pace of technological and indus-
trial development in the rest of the world.

The AOA isall about consolidating the monopolistic
competition between the US and the EU for third coun-
try markets. The agreement does provide for cuts in
certain subsidies, but these cuts are relatively small
measured against the tremendous overall level of
subsidisation in the US, EU, and other developed coun-
tries. Moreover, the AOA exempts a very important
channel of subsidisation: direct income payments to
farmers, which in the US comes to one-fifth to one-
third of farm income.

The subsidisation of agricultural production in the
US, EU, and other developed countries is now noth-
ing short of scandalous. OECD figures show that in-
stead of decreasing under the WTO regime, overall
subsidisation has increased tremendously, from
around $182 billion in 1995 to $362 billion in 1998!
Naturally, this situation creates conditions of over-
production and a huge need for export markets to re-
lieve surplus. These markets are in the developing
countries, which the AOA mandates to remove agri-
cultural quotas, bind agricultural tariffs, accept ‘mini-
mum access volumes’ of agricultural commodities,
and prevent from significantly raising their minimal
levels of subsidisation. Food insecurity and the dis-
placement of millions of families who cannot com-
pete with subsidisation from elsewhere are among the
bitter harvests of the AOA.

Trade-Related Investment Measures (TRIMs), such as
trade-balancing mechanisms or local content policies,
had been used by many Third World countries to
build up industrial sectors by pushing transnational
firms to source components and inputs within the
country. However, these measures interfered with the
inter-subsidiary trade of transnational corporations.
Alongside the banning of quotas and the binding of
tariffs, the TRIMS agreement, by outlawing trade-bal-
ancing and local content policies, effectively eliminates



the use of trade policy for industrialisation and devel-
opment.

These agreements provide just three examples of the
fact that the WTO is fundamentally flawed; and fun-
damentally flawed agreements resist reform.

So why does the line about the necessity of the WTO
keep on being repeated despite the empirical evidence?
Because Washington has learned from the Nazi pro-
paganda master Joseph Goebbels that a lie repeated
often enough might ultimately attain the status of
truth. Fortunately, after Seattle, people now see
through this Big Lie. The world does not need the
WTO. The US corporate elite does.

Walden Bello

Dear Walden,

A convincing case for the WTO’s abolition must show
two things. First, that the world would be better off
without the WTO. Second, that the WTO’s abolition is
preferable to any politically feasible reform. You fail
to show either.

Abolishing the WTO would not destroy globalisation,
capitalism, or US corporate power. But it would wipe
outaforum for governments to negotiate multilateral
trade rules and a mechanism for holding them to those
rules. That would make every country worse off, but
the biggest losers would be the poor and the weak.

One benefit of rules is that they apply to big, rich coun-
tries as well as small, poor ones. When America
blocked imports of Costa Rican underwear, Costa Rica
appealed to the WTO. It won, and America lifted its
restrictions. Do you honestly think Costa Rica would
have such clout in Washington without the WTO?
Granted, the dispute-settlement mechanism is not
perfect: America has a battery of lawyers to fight its
corner, whereas small countries scrimp. It should be
improved. But it is already much better than the alter-
native: the law of the jungle, where might makes right.

Another merit of WTO rules is that they tie govern-
ments’ hands. Once countries open their markets to
foreign trade and investment, they cannot close them
again at whim. Without this stability, companies
would be reluctant to invest abroad, particularly in
developing countries with a protectionist or politically
unstable record. Abolishing the WTO would further
marginalise developing countries.

If there were no prospect of further multilateral
liberalisation and no body to enforce existing rules,
trade barriers would creep up as protectionists gain
the upper hand. The world might split into hostile
regional blocks, with rich-country exporters seeking
captive markets in developing countries. Developing
countries, which need access to rich-country markets

more than rich countries need access to theirs, would
have to join on unfavourable terms or be left out in the
cold.

In any case, there would be less trade. And less trade
means slower economic growth, stagnating living
standards and more people trapped in poverty - like
in the Great Depression. Over the past 50 years, the
15-fold rise in world trade has driven a seven-fold
rise in world output. Thanks to trade, Japan and South
Korea are no longer developing countries. Jeffrey Sachs
and Andrew Warner of Harvard University found that
developing countries with open economies grew by
4.5 per cent ayear in the 1970s and 1980s, while those
with closed economies grew by 0.7 per cent a year. At
that rate, open economies double in size every 16 years,
while closed ones must wait a hundred. Of course, in
the short term, some people lose from trade
liberalisation. But in the long run, everyone gains: even
the poorest South Koreans today are much richer than
their counterparts 30 years ago.

Let me briefly address your specific points.

If the WTO mainly serves US corporate interests, why
have 139 countries freely joined? Why are 30 others,
including China, trying to join? Why is Castro, hardly
aUS stooge, a big WTO supporter? Presumably, they
think WTO membership benefits them. Moreover, if
the WTO mainly serves US corporate interests, why
do America’s steelmakers oppose WTO membership?
And how come the US lost the biggest WTO case ever,
when its foreign-sales corporations, worth some $4
billion a year to US companies, were judged to be ille-
gal export subsidies?

On TRIPs, you recognise that innovators should have
some rights over their inventions. So why shouldn’t
high-tech corporate innovators, such as Microsoft and
Intel? True, intellectual-property rights give compa-
nies market power: that is how innovators are re-
warded. But as recent US antitrust cases involving
Intel and Microsoft show, patent protection does not
prevent the exercise of competition law.

Itis simplistic to think that countries can industrialise
by copying or reverse-engineering foreign technology.
Most technology can only be used effectively with the
co-operation of the companies that developed it, which
have associated secret know-how. Such technology
transfer is more likely with a functioning intellectual-
property system. Research shows that strong patent
protection is positively correlated with FDI, technol-
ogy licensing and international trade. Contrary to your
claim, patent protection was built into the American
constitution and has a long history in Germany, Ja-
pan and South Korea.

On agriculture, you cannot blame the WTO for US
and EU subsidies: they existed before the WTO. | agree




they should be cut. So you should welcome the cur-
rent WTO negotiations on agriculture, which aim to
reduce agricultural protectionism. How would abol-
ishing the WTO reduce farm subsidies?

The TRIMs agreement does not ‘effectively eliminate
the use of trade policy for industrialisation and devel-
opment’ Yes, it outlaws trade-balancing and- -domes-
tic-content requirements, which in any case research
shows are ineffective. But governments can still use
investment measures such as technology-transfer re-
quirements. Moreover, developing countries can in-
voke exceptions to promote economic development,
and have a five-year transition period (seven for least-
developed countries). Nine developing countries have
requested a further extension, but most have not
needed to.

The WTO is not perfect. But it is still a powerful force
for good in the world.

Philippe Legrain

Dear Philippe,

Your method of arguing is to set up a straw man: op-
ponents of the WTO are opponents of the growth of
trade. This is silly. Trade can be good or bad for na-
tional development — it all depends on the rules that
guide it. The relative flexibility of the old GATT has
disappeared under the WTO, which imposes policies
which advance the interests of superpowers.

Your most prominent example of the benefits of
liberalisation — South Korea — proves the opposite.
Far from being a paragon of free trade, South Korea
systematically subordinated trade to developmental
goals. The recent paucity of foreign cars in Korea was
a key condition for the emergence of its car industry.
The ‘South Korean miracle’ was based on protection-
ist/mercantilist trade practices, not on the doctrinaire
free trade principles that undergird the WTO.

I had expected a more reasoned reply than a dooms-
day scenario asserting that without the WTO, the in-
ternational economic order would degenerate into
anarchy or hostile regional blocs. The history of the
international economy in the last 55 years refutes this
hysterical contention. The seventeen-fold increase in
global trade between 1948 and 1997 took place with-
out a powerful trade bureaucracy, without an all-en-
compassing system of trade rules.

Five years into the WTO, hardly any developing coun-
tries claim it has benefited them. Just look at the record:
US and EU dumping of subsidised grain and meat is
destroying agricultural industries, like the poultry
industry in the Philippines. The US and other trade
superpowers have scarcely implemented the lifting of
quotas on textile and garment imports of interest to
the developing countries, as stipulated by the Agree-

ment on Textiles and Clothing. The Ministerial Deci-
sion approved at Marrakech in 1994 to take measures
to counteract the negative effects of trade liberalisation
on the net food importing countries (NFID) has never
been implemented. These are among the reasons why
the majority of developing countries oppose a hew
trade round.

Sowhy are they in the WTO? In the case of most, it is
not from the prospect of gain but out of fear that the
rate at which they are being marginalised would in-
crease if they were not members. You can hardly blame
them: in 1994, Washington stampeded Third World
governments to ratify the WTO by saying they would
otherwise be isolated ‘like North Korea'.

You say that the function of the WTO is to provide
rules to protect the weak from the strong. Do you re-
ally believe this? It is power, Philippe, not justice,
which is the currency of unequal international eco-
nomic arrangements like the IMF, World Bank, and
WTO. The main rationale for the WTQO’s existence is
to reduce the cost of policing the less powerful and
less developed economies that would be incurred by
the hegemonic power if there were no system of rules
backed up by a bureaucracy with coercive powers.
This is the reason Washington’s academic point man
ontrade, C Fred Bergsten, could tell the US Senate that
what was not possible under GATT was possible
under the WTO: ‘[W] e can now use the full weight of
the international machinery to go after those trade
barriers, reduce them, get them eliminated.’

The WTO is the incarnation of a paradigm that subor-
dinates almost every other good - environment, de-
velopment, food security, culture —to free trade. Shot
through with this fundamental flaw, it cannot be re-
formed. Instead, it must be disempowered, if not abol-
ished, and replaced by a system of global economic
governance that regards the market as a mechanism
to be controlled and guided to achieve social priori-
ties.

Walden Bello

Dear Walden,

I’'m disappointed that you seem not to have read my
letter carefully. 1 didn’t say that ‘opponents of the WTO
are opponents of the growth of trade’ | said trade would
be lower without the WTO. Nor did | say the world
‘would degenerate into anarchy or hostile regional
blocks’ without the WTO. | said protectionism would
creep up and the world might split into hostile re-
gional blocks. Do you disagree? If so, you haven’t said
why. If not, you haven’t shown how the reduced trade
and increased protectionism that would result would
benefit the world.

My position is clear. The WTO is good for the world



because it helps lower trade barriers and keep them
down, which boosts trade and thus economic growth.
Countless country studies show this. Moreover, a
rules-based system is of particular benefit to weaker
countries. Of course, with or without the WTO,
America is much more powerful than Cuba or Costa
Rica. But equally clearly, WTO rules constrain
America’s ability to act unilaterally. Surely this is a
big benefit for weak countries? What I’'m saying is not
inconsistent with your statement that WTO rules ben-
efit America. The multilateral trading system is not a
zero-sum game, where one country gains at another’s
expense, but

a positive-sum game, where everyone can gain.

You claim most developing countries are in the WTO
because they ‘fear that the rate at which they are being
marginalised would increase if they were not mem-
bers’ Even accepting your premise, this means they
are not as badly off in the WTO as outside. In fact,
developing countries benefit from WTO membership,
by opening their domestic markets and gaining better
access to foreign ones. That is why none has left the
WTO. | agree rich countries have been slow to lift tex-
tile-import barriers. But they will do so by 2005. With-
out the WTO, that would not happen. Moreover, a new
WTO round could bring even bigger benefits. The
Tinbergen Institute estimates developing countries
would gain $155 billion a year from further trade
liberalisation — over three times the $43 billion in av-
erage annual overseas aid.

You also claim the WTO ‘subordinates almost every
other good - environment, development, food secu-
rity, culture — to free trade’ Not so. WTO rules allow
governments to protect human, animal or plant life
and health however they want so long as their mea-
sures are not arbitrarily or unjustifiably discrimina-
tory and are not disguised protectionism. Take the re-
cent asbestos case. Although a WTO panel found that
France’s ban on white asbestos discriminates against
Canada, it upheld the ban on health grounds. WTO
rules also give developing countries plenty of flexibil-
ity, as | described in my first letter. The Agreement on
Agriculture makes allowances for non-trade concerns,
such as food security and environmental protection.
Perhaps more importantly, by fostering trade, the WTO
raises economic growth, which is the only long-term
route to development. Growth also generally helps the
environment, because when people get richer they
usually want a cleaner environment and are able to
pay for it.

From the false premise that WTO subordinates every-
thing to free trade, you leap to the conclusion that it
‘cannot be reformed’ Yet the GATT became the WTO.
So why couldn’t the WTO change? Reform of the dis-
pute-settlement mechanism is already being dis-
cussed. Moreover, anew WTO round will have to ad-
dress developing countries’ agendas or they will not
agree toits launch.

Itis a pity that you blame the WTO for everything you
dislike. Your prejudice blinds you to the fact that, in
an unequal world, the WTO makes people richer, freer
and safer.

Philippe Legrain

Dear Philippe,

Before you muddy things further, let me say this: | am
for fair trade — trade that is subordinated to priorities
such as development, the environment, and food se-
curity. You are for free trade — trade that is liberated
from such restraints in the belief that some ‘invisible
hand’ will bring about ‘the greatest good for the great-
est number’ The WTO institutionalises this paradigm,
which has brought about the opposite of the global
prosperity that you touchingly have faith in.

Statistical projections are only as good as the assump-
tions that determine the numbers. | prefer historical
evidence. The latest World Bank Development Report
shows that, in the 90s, poverty and inequality in-
creased in Eastern Europe, Latin America, the Carib-
bean, Sub-Saharan Africa and South Asia. All these
areas were subjected to SAPs that embodied the IMF-
WTO free-trade paradigm.

If we must forecast, let us rely on universally respected
sources such as the UN Development Programme. The
UNDP estimates that, under the WTO, in the period
1995-2004, the 48 least developed countries will actu-
ally be worse off by US$600 million a year and Sub-
Saharan Africa by US$1.2 billion a year! 70 per cent of
the gains of the Uruguay Round are expected to go to
developed countries.

We cannot conclude without touching on one of the
WTO’s biggest flaws: its undemocratic decision-mak-
ing process. Shortly after Seattle, even US Trade Rep-
resentative Charlene Barshefsky conceded that the
‘Consensus/Green Room’ method was ‘a rather ex-
clusionary one,” where ‘all meetings were held be-
tween 20 and 30 key countries, and 100 countries were
never inthe room.’ But barely 10 weeks later, Director-
General Mike Moore said that the Consensus/Green
Room method was ‘non-negotiable’. So much for Mr.
Moore’s reform agenda.

Add all this up, Philippe, and it might finally dawn
on you why the case for disempowering the WTO is
so compelling.

Walden Bello

Dear Walden,

Whether you or | believe in free or ‘fair’ trade is beside
the point. It is simply incorrect to assert that the WTO
subordinates development, the environment and food
security to trade. Read the GATT and yryguay round




texts. Itis also ridiculous to blame the WTO for world
poverty, which existed long before the WTO was set
up. As for the IMF’s structural-adjustment
programmes, they have nothing to do with the WTO.

We are debating whether the WTO should be abol-
ished, not whether there is injustice or misery in the
world. Our question can only be answered by com-
paring the state of the world with the WTO (or a plau-
sibly reformed WTO) with the likely state of the world
without it. You say 70 per cent of the gains of the Uru-
guay round are expected to go to developed countries.
That means 30 per cent go to developing countries.
So, even by your figures, both developed and develop-
ing countries gain from the Uruguay round.

I am glad you brought up the alleged lack of democ-
racy in WTO decision-making. The WTO operates by
consensus. This means every country, however small,
has a veto. How is that undemocratic? It is this con-
sensus principle, not the Green Room process, which

Mike Moore said was non-negotiable.

One of the myths about Seattle is that there were no
Africans and hardly any developing-country repre-
sentatives in the Green Room. In fact, there were six
Africans and a majority from developing countries.
Moreover, any deal reached in a Green Room must
still be approved by all WTO members. In any case,
the WTO is changing. More General Council meet-
ings, where all members can put their case, were held
this year than ever before. Proceedings take longer,
but every country has a chance to participate. Per-
haps you should come to Geneva and see.

Philippe Legrain



Malaysian NGOs call on government to reject launching

of new WTO round

ference of the World Trade Organisation (WTO)

collapsed in Seattle. Several Malaysian NGOs
were among thousands of NGOs worldwide that ex-
pressed their serious concerns on the many problems
caused by the WTO.

I t has been one year since the 3rd Ministerial Con

Last year the developed countries wanted to launch a
“New Round” of trade talks. Their attempts failed be-
cause many developing countries felt this would be
against their interest. Now the developed countries
are again applying great pressure on all countries (in-
cluding Malaysia) to launch a New Round in 2001.

On this 1st Anniversary of Seattle, we the undersigned
Malaysian NGOs are strongly against this New
Round and we call on the government to resist and
reject the pressures for such a New Round. Instead
the government should work together with other de-
veloping countries to insist that the WTO concentrate
on reviewing and reforming its existing Agreements
and its non-democratic processes of decision- mak-
ing (including the so-called “Green Room” meetings,
where key decisions affecting all WTO members are
made by a small group of countries behind closed
doors).

Atthe recent APEC meetings in Brunei, Malaysia had
stated there should not be a New Round unless an
appropriate agenda is agreed to by all WTO members.

Indeed there is a dispute on what constitutes the fu-
ture agenda of the WTO. Malaysia, as with other de-
veloping countries, is facing difficulties trying to
implement our obligations from existing WTO agree-
ments. For example, the TRIPS Agreement on intellec-
tual property rights will raise prices of medicines and
other consumers items. The TRIMS Agreementonin-
vestment measures forbids the use of “local content”
policy that encourages the use of local materials in
industry. The services agreement is putting pressure
on Malaysian firms and banks and professionals to
face competition from big foreign companies. The
Agriculture Agreement threatens small farmers and
food security.

Therefore the future Agenda of the WTO must resolve
the problems caused by its existing rules. This is cer-
tainly not the time to launch a New Round, through
which the developed countries want to inject New
Issues into the WTO that will further cause disadvan-
tages and problems. Among these New Issues in their
agenda are an investment agreement, government pro-
curement, multilateral rules on competition, labour
and environment standards. These New Issues will
force the Malaysian economy to come under the domi-

nation of big foreign firms at the expense of our local
farms, local economy, jobs and consumer welfare.

If a New Round is launched in 2001 with the agenda
of these developed countries, it will eventually lead to
adverse economic, social and environmental conse-
guences for Malaysia and other countries.

We therefore urge the government to stand firm against
the proposals for New Issues and reject a New Round
aimed at introducing such new issues.

We also urge the government to join with other devel-
oping countries to make demands to reform the WTO,
including:

— The TRIPS Agreement should be changed to disal-
low the patenting of life forms. — The TRIMS Agree-
ment should be amended to allow developing coun-
tries to use “local content” policy.

— The Agriculture Agreement should be changed so
that Malaysia and other developing countries can
protect the livelihoods of small farmers, and ensure
food security.

— More open, transparent and democratic procedures,
including meetings and decision-making processes.

We hope that the Government will act in the interest
of Malaysia and other developing countries by reject-
ing a New Round in the WTO and working towards
the creation of a fair and sustainable international
trading system.

This statement is jointly endorsed by the following:
Consumers’ Association of Penang, Sahabat Alam Ma-
laysia, Center of Peace (CENPEACE), Bar Council
Malaysia , Malaysian Sociological Research Institute
(MSRI), Persatuan Wartawan Melayu Malaysia
(PWM) (Association of Malay Journalists) Persatuan
Ulama Negeri Kedah (PUK)(Association of Ulamas,
Kedah State) Majlis Belia Malaysia (MBM) (National
Youth Council of Malaysia), Angkatan Belia Islam
Malaysia (ABIM) (Islamic Youth Movement Malay-
sia), Teras Pengupayaan Melayu (TERAS) Persatuan
Bidan Wilayah Utara (PBWU) (Regional Association
of Traditional Midwives), Environmental Protection
Society Malaysia (EPSM), Penang Inshore Fishermen’s
Welfare Association (PIFWA), Persatuan Pengusaha
Pertanian Kecil Felda Chini (CISNET)




Transparency and institutional issues a year after Seattle

Aileen Kwa

The non-transparent process was a key fac
tor causing the Seattle chaos and its infa
mous outcome. Following the Ministerial, this
has been identified as one of the components of the
‘confidence-building package’ in the WTO’s post-Se-
attle agenda. However, a year on, there has been no
progress. It has essentially been a process of going
around in circles, in fact, with the dangerous effect of
tending to legitimise the non-transparent nature of
WTO consultations, especially the Green Room con-
sultations which received wide criticism at the Seattle
Ministerial.

A key step in this direction of legitimising ‘Green
Rooms’ was the ‘interim progress report’ given by the
chair of the General Council in July, which appar-
ently was based on his informal consultations with
members. (It was ‘interim’ because there were some
objections to various points in his reports.) In this re-
port, he concluded that it was his impression that
members did not want to see major institutional re-
forms even in terms of the decision-making process.

In terms of the informal consultations, the supposed
consensus was that:

1) Members are advised of the intention to hold such
consultations

2) Members with an interest in the specific issue un-
der consideration are given the opportunity to make
their views known,

3) No assumption should be made that one member
represents any other members

4) The outcome of such consultation is reported back
to the full membership expeditiously for their final
consideration (SUNS #4711 19/7/2000).

It remained vague whether or not others not invited
who were interested would be allowed to attend the
meetings. Following this, there have been several other
proposals, informal and formal, presented by other
members.

The EU proposal of 6 October ‘Improving the Func-
tioning of the WTO System’ also covered the issue of
transparency. Some very problematic points, however,
included the proposal that participation in informal
meetings should be broadly representative of the WTO
membership, but that it would be the Chairman of the
WTO body or the DG which would have the responsi-
bility to ensure ‘adequate representation’ in the meet-

ing.

The EU however, did not give details of the criteria,
for example, which the DG or Chair would have to
use in order to ensure ‘adequate representation’.
Clearly, in the past, this was not ensured, which led

to the anger and deep frustration on the part of devel-
oping countries. How it would now be different is
unclear.

The EU also brought up the possibility of establishing
aconsultative group (formal or informal), broadly rep-
resentative of the WTO members, which could advise
the Director General, and present recommendations
to the General Council where appropriate. Although
the EU makes clear that this group would not consti-
tute an alternative to the informal process of negotia-
tions, the members making up the group (most likely
the QUAD members, several other developed coun-
tries and a small handful of developing countries)
would clearly be advantaged over others in being able
to put forward their own agenda.

The other rather alarming feature of the EU paper is
that it suggests enlarging the role of the Director-Gen-
eral ‘with a view to enhance his/her capacity to pro-
vide the members with independent, objective analy-
sisand advice.’ Clearly, this seems to be an attempt by
the EU to ensure that should it be outnumbered any
time in the future by developing countries, it would
have a counterweight in the position of the DG.

The Mexicans have also circulated an informal paper
on internal transparency issues. Similar to the ‘interim
report’ and the EU paper, it essentially suggests ways
of ‘improving’ the present Green Room informal con-
sultation process. There are some interesting elements
in the Mexican proposal, in terms of how the ‘Green
Room’ can be transformed into a Glass Room. Yet other
elements regarding representation are dangerous,
bordering on legitimising inequality.

The interesting elements on increasing transparency
include the following:

1) That all members are sent notice by fax indicating
the date and time of the consultations to take place.
2) The Room becomes a Glass Room by possibly even
having ‘live transmission’ of the discussions taking
place in the Glass Room, although others listening in
would not be able to intervene.

3) That the documents disseminated at the Glass Room
would be circulated to all members. Reports on the
meeting would also be sent to all members.

The proposal also makes the point that there would
be no final agreement or position taken in the Glass
Room. Positions arising would be taken back to the
formal plenary to allow for others to express their
views.

While some of these elements are refreshing (some
NGOs have even taken this a step further, suggesting



that ‘live transmission’ could also include internet
transmission), the key issue remains that that some
members would be ‘more equal’ than others in terms
of access to participation. The Mexican counter argu-
ment is that others’ views can still be expressed in the
plenary session held after each small group consulta-
tion. However, as a representative from the Egyptian
delegation has commented, what usually happens
when these groups report back is ‘decision-taking’
and not ‘decision-making’. Experience tells that the
pressure is often extremely strong on the others who
have not been involved, to merely accept the consen-
sus coming out of the small group consultation.

Again the representation issue is further compounded
by the extremely problematic suggestion in the paper
to limit the participation to a fixed number of 34, with
15 permanent members chosen on the basis of the larg-
estshare in trade in goods and services, and 19 mem-
bers based on category or region (4 members from each
region — Africa, Asia and GRULAC, 2 from LDCs, 3
developed countries and two Members from transi-
tion economies.

Transparency and Institutional Problems for Devel-
oping Countries Today

In evaluating the proposals above, it is also fitting to
take a look at the institutional challenges faced by the
WTO around transparency issues today. Some of the
key problems which have contributed in no small
measure to the loss of legitimacy and lack of confi-
dence of developing countries in the system include:

1) Institutional ‘Deafness’: This is a deep-seated and
pervasive problem. For example, all developing coun-
tries can repeatedly call for implementation issues to
be addressed, before new issues are brought on the
agenda, yet these appeals are not heeded by the devel-
oped countries and the pressures to take on new top-
ics remain. Developing countries before Seattle and
up to now, a year since Seattle, have been calling for
implementation issues to be addressed, but as yet, not
concrete results have been reaped, and the talks un-
derway today seem to be at the level of best endeavour
clauses. The US, for example, refuses to actively par-
ticipate and make any significant commitment.

The other aspect of this ‘deafness’ also includes the
calls for assessments to be done before further nego-
tiations proceed. For example in the area of services
(GATS), developing countries have continually asked
for such an assessment and for more data of the im-
pact of GATS embark on the new negotiations. No
heed to being paid to their call because the developed
countries are not interested in slowing down the pro-
cess of negotiations.

2) Lack of Transparency in Consultations: Some de-
veloping country Geneva based delegates feel that
since Seattle, the Director General seems to have im-
proved on the process of informal consultations. How-

ever, others report that informal consultations and ne-
gotiations are still being conducted in secret, without
inviting those who are interested in the subject. One
delegate of a Net-Food-Importing Developing Coun-
try (NFIDC) recounted that she was invited to an
NFIDC Green Room consultation recently as an after-
thought. She had happened to be there when others
who had been invited to it were talking about the con-
sultation that had been planned. They asked if she
had been invited. She said no and she received an
invitation the next day. When she went for the meet-
ing, she brought two other NFIDC member represen-
tatives with her. They found, upon their arrival that
they were the only NFIDC members in the group, yet
the topic of negotiation was on NFIDCs.

Yet another recent example of non-transparent pro-
cess was the Libreville meeting for African Ministers
and delegates, which was planned and co-ordinated
by the WTO Secretariat with the EU and the US. With-
out prior notice, nor the participation of the African
countries, a draft declaration was sprung onto the
participants a day before they arrived at Libreville,
apparently endorsing a new round of trade negotia-
tions. The non-transparent process angered many of
the African Geneva ambassadors and their aides. The
process, as in Seattle, backfired and African govern-
ments there refused to allow any references to be made
to a ‘new round’ in their final communiqué.

Critic and journalist on WTO issues, Raghavan, has
aptly termed the way that consultations groups are
constructed as ‘concentric circles of consultation’,
beginning with the US and the EU, expanding to the
QUAD members, and then moving outwards to the
OECD and G7 countries. The majority of developing
country members sit at the periphery of WTO deci-
sion-making.

3) Harassment: Harassment by the US and the EU
when a developing country resists the direction set by
the US or EU is also a well-known phenomena, but is
seldom talked about as an institutional problem. What
commonly happens when a developing country re-
fuses to buckle down from a position which is in op-
position to key countries, for example, the US, is that
the US administration would ring up the capital (con-
tacting, for example, the Minister of Trade or the Presi-
dent) in that country to complain that a delegate is
‘not behaving’. Threats of cuts in aid are delivered, or
even simply, that the next shipment of shirts to the US
would be held up at the port. One government repre-
sentative has even reported that his US colleague at
the WTO would then inform him (even before he has
heard from his capital) that his position would have
to change and that he would be hearing about that
shortly from the capital.

4) Biased Secretariat: It is also widely known that the
WTO Secretariat is a puppet of the developed country
members. For instance, do