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he impact of globalization has
sparked heated polemics world-
wide among policymakers, aca-
demics and representatives from all civil
society groups. The protests in Seattle
during the World Trade Organization’s
(WTO) meetings last December drive
home the fact that despite consensus on
the need for increased trade liberaliza-
tion, there is mounting concern that
globalization may negatively affect de-
veloping and transition economies.
Proponents of globalization and the
WTO claim that trade liberalization has
produced many benefits internationally.
They cite, among others, more efficient
use of resources, higher levels of growth
and prosperity, technology transfers,
and increased economic opportunities.
By contrast, their opponents claim that
the WTO is an undemocratic, secretive
institution designed to enhance the for-
tunes of the industrialized countries to
the detriment of the developing coun-
tries. Moreover, WTO critics contend
that rather than benefiting from trade
liberalization, many developing coun-
tries that have opened their markets are
now worse off. This claim has un-
leashed popular discontent and opposi-
tion to globalization and market-orient-
ed reforms in some developing nations.
In an era where democracies and
market-based economies are taking hold
across the globe because they offer citi-
zens the greatest opportunities for un-
fettered political participation and eco-
nomic entrepreneurship, it is timely to
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ask whether the WTO, one of the key
pillars of globalization, is indeed sup-
porting or hindering these positive
trends. To evaluate this critical question,
Economic Reform Today interviewed
several high-level business association
leaders from different regions of the
world in order to give its readers a snap-
shot of business views on this most
timely subject. Below are their respons-
es concerning the impact of global-
ization on developing and transition
economies and on the design and
prospects for a global free-trade system.

ERT: Some nations’ leaders are openly
critical of globalization, viewing it as a
bad deal for their countries as long as
markets in developed countries remain
closed. What do you think of this view-
point in the context of what you see hap-
pening in the developing countries?

J. A. Fernandes: Brazil liberalized its
markets unilaterally in an effort to re-
duce the state’s role, stabilize the econ-
omy and curb inflation. Today Brazil’s
medium tariffs are in line with interna-
tional ones. Any future liberalization of
the country’s markets will depend on
reciprocal market openings by other
countries in the global trading system.

M. Cattaui: | have talked to many of
the developing country leaders and
there are different opinions on this
issue. However, the vast majority of
them want their countries to be better
integrated into the global economy. For
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them, a global economy means in-
creased flows of information, technolo-
gy, goods and services, capital, and
ideas. In short, they are not critical of
globalization but of the ability for them
to participate fully in the process. They
are critical of the fact they do not al-
ways enjoy the necessary market access.

What developing countries want is a
more rules-based market economy, not
less. The International Chamber of Com-
merce supports this. Interestingly, coun-
try leaders in the industrial world are
also critical of the many hidden trade
barriers blocking market access. When
leaders criticize globalization most of
them are in fact criticizing their coun-
try’s ability to manage a heightened de-
gree of international integration. On the
other hand, many developing countries
feel that they have opened up a lot—
and they have not always received the
results they were looking for.

Last, | would like to point out that
many of the criticisms of the WTO are
misplaced. What the WTO is after is
nondiscrimination. Attacking the WTO
for environmental issues is misguided.
Environmental standards are made by
international treaty and should continue
to be. Criticizing the WTO about these
standards misrepresents the decisions
and aims of the WTO.

T. Das: We do not perceive globaliza-
tion in light of the general criticism lev-
eled against it, except that the benefits
of globalization have to spread to all
countries. Globalization is a develop-
ment paradigm of the 21st century that
holds new hopes, and we welcome it.
The primary objective of India’s eco-
nomic reform is globalization of its
economy.

However, globalization must open
opportunities for every nation, especial-
ly for the developing ones. There has to
be fair market access and sufficient ac-
cess to capital and technologies, so that
developing countries can benefit from
globalization. In my view, globalization
itself is not at fault. The problem is that
with the onset of globalization the de-
veloped countries have resorted to pro-

tectionist policies and have been deny-
ing market access to products from the
developing countries. Recently, the pro-
tectionist lobbies in the developed (not
the developing) countries have been
very vocal against globalization. We
have seen it in Seattle, Davos and Wash-
ington. We in India are for an equitable
world economic order, which only glob-
alization can usher in.

A. Arendarski: The prospects of clos-
er involvement of transition economies
in global industrial processes hinge on
three major factors: the quality of sys-
temic reforms and structural policies;
the ability to attract foreign capital; and
an open, liberal approach to economic
interactions with the external world.
The most important requirements for a
successful economic transformation are
the ability of governments to achieve
macroeconomic stabilization before the
thin layer of social patience wears off,
and to design and implement compre-
hensive policies with maximum con-
sistency over time. The diverse perfor-
mances of countries in Central and East-
ern Europe are attributable to a combi-
nation of each country’s pre-transition
economic dislocation and its leaders’
abilities to implement sound economic
policies consistently, rather than solely
to the process of globalization.

Successful efforts to catch up with
global trends are not feasible without an
open, liberal interaction with interna-
tional markets. For example, participa-
tion by Russia and the Newly Indepen-
dent States in a multilateral trading sys-
tem such as the WTO would provide
greater consistency to their market-ori-
ented reforms. This is supported by the
actual experiences of the leading transi-
tion economies of Central and Eastern
Europe, some of which had been mem-
bers of GATT and the WTO before the
transformation began.

W. Workman: For those political
leaders who say that globalization is
bad or that trade liberalization is bad, |
would ask, “What is the alternative?”
For 80 years we tried a different ap-
proach to economic development. It
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was called socialism and, | think, the
world by and large has concluded that
the most extreme form of socialism,
namely communism, doesn’t work. By
the same token, | think many countries
in the world can legitimately say that
they don’t like the harsh, rough-and-
tumble Anglo-American model of capi-
talism because it doesn’t pay enough at-
tention to legitimate social concerns.
This has yielded the so-called “third
way” that is somewhere between the
rugged capitalism of the UK and the
United States and the stifling commu-
nism of the former Soviet
Union. However, I’'m not sure
that anyone has successfully
carved out a third way.”

We think the beauty of cap-
italism is that it evolves to
meet the situation. Because
we prize individualism and
decisions of individuals, we
try to create environments
where individuals can make
their own decisions, and
freely succeed or freely fail.
But | think any political or
any business leader today
who essentially says, “Stop
the world of globalization; we
want to get off,” is not realis-
tic. Why? Because the rest of
the world has rightly or
wrongly concluded that some-
thing akin to the Anglo-Amer-
ican approach—open markets, a rules-
based trading system and entrepreneur-
ship in the original sense of unencum-
bered decision-making by individuals—
has by and large been embraced by
people all over the world.

There’s been a lot of talk about glob-
alization and how it’s threatening to a
lot of people. But | think everyone
needs to understand that the big compa-
nies are not the sole beneficiaries of
globalization and a more rational, effi-
cient use of their resources. In particu-
lar, what is not well understood by
politicians is the fact that concurrent
with globalization there has been a re-
markable growth in small and mid-size
companies that participate in the inter-
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national economy. Even in the United
States, where small companies tradition-
ally have shunned the global market,
the number of small companies in-
volved in exporting doubled between
1992 and 1997. And we expect that over
the next five years the number will
triple. Furthermore, more than 31% of
the value of all US exports is generated
by small and mid-size enterprises.
These statistics are not unique to the
US. In the developing world, where the
percentages are even higher, most entre-
preneurial firms are small. These also

are the ones that are making it in the
international marketplace.

Small businesses also account for the
bulk of employment in both developing
and industrialized countries. In the
United States, we have 19 million enter-
prises—99.9% of them are small busi-
nesses. We are operating right now a
full-employment economy. Over the
past eight years the net growth in new
jobs in the US economy has been creat-
ed exclusively by our small companies.
The big ones have lost employment.

ERT: Is it important to have a rules-
based trading system?

J. A. Fernandes: A rules-based sys-
tem is fundamental to the expansion of
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world trade. The rules benefit exporters
via security and stability of access.
Without rules, there is no incentive for
a long term commitment to trade and it
gives an enormous leverage to the eco-
nomic power of the day. For Brazil, the
WTO is first priority in its trade strategy.

A. Arendarski: Transparent and rule-
based national trade policies are essen-
tial for encouraging closer involvement
of transition economies with global in-
dustrial developments. Such participa-
tion must be based on the full accep-
tance of core standards and rules even

though carefully negotiated temporary
waivers and transitional arrangements
should not be excluded a priori.

M. Cattaui: A rules-based system is
important because without one trade
would be subject to “bully economics,"
with potentially disasterous results such
as the isolationism of the 1930s.

T. Das: We strongly believe in the
need for a rules-based trading system;
therefore, we are committed to the suc-
cess of the WTO.

W. Workman: In the past, commer-
cial disputes were often resolved vio-
lently leading to the breakup of empires

and to armed warfare. Following the
Second World War, the allies wanted to
minimize the possibility of future con-
flicts. This was the origin of the Bretton
Woods institutions, one of which was
the GATT. It was believed that if every-
one played by the same rules, com-
mercial conflicts would be fewer, and
those that occurred could be resolved
peacefully.

ERT: Do you consider the existing
institutional framework of the WTO to
be sufficient to uphold a rules-based
trading system?

A. Arendarski: The present WTO
system provides an extensive and sup-
portive framework for international
commerce. However, the system is still
largely dominated by the rules that were
essentially created for a smaller, less
global and less interactive trading envi-
ronment. Consequently, the system now
needs to adjust to new developments
such as regional trading schemes, in-
creasingly dynamic international capital
flows, a surging wave of transborder
mergers and acquisitions, enormously
powerful multinational corporations,
electronic commerce, and other modern
business practices.

M. Cattaui: The WTO has much
stronger powers to settle trade disputes
than its predecessor, the GATT, and this
is why it attracts so much attention—
the victim of its own success. There is
room for reforms to make it more able
to bear the political spotlight, including
better ways of consulting developing
countries and building consensus
among today’s much more diverse
membership.

T. Das: Developments in Seattle tell
us that the WTO needs to be consider-
ably strengthened and that measures
must be adopted to ensure that the or-
ganization promotes fair and free trade.
The establishment of the WTO is a very
significant development in the direction
of a fair trading order. However, the at-
tempt to widen its scope to all non-trade
issues has to be discouraged.

W. Workman: There are two answers
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to that question. First, the WTO oper-
ates based on rules developed six to
seven years ago at the Uruguay Round.
So far it has done a good job in ensur-
ing compliance. For US businesses, the
rules have worked well. Grievances
have been addressed to the respective
dispute panel, and most disputes have
been won by the US because we played
by the rules—not because we are the
US. The rules level the playing field for
the big industrialized countries and the
small developing nations.

Actually, the rules are probably more
important for smaller and lesser devel-
oped countries than they are for the big
industrial ones because if the rules do
not work the latter can rely on their
economic clout to further their point of
view. But emerging markets, which have
not yet achieved that economic power,
can rely on the rules. So, for the current
trading rules, the WTO does a good job.

The second question is: can the
WTO, as an institution, take to the next
level not only the developed countries
but also the developing ones? After the
Seattle Ministerial, | think this is an
open question. There are some who
would say that because the WTO is a
consensus organization, it is very un-
likely that agreements will be reached to
enact the necessary, revolutionary mea-
sures in the world trading system.
Those people tend to think that we need
a “super” WTO to impose higher de-
grees of liberalization on the industrial-
ized and WTO member countries. Alter-
natively, there are others who believe
reform from within is possible. They
want to create something analogous to
the UN Security Council to be the en-
gine driving improvements in the trade
regime. To date, there is no consensus
on how to reform the WTO.

ERT: Do you think there will be an-
other WTO Round? Do you see it as im-
portant and necessary?

J. A. Fernandes: Since Seattle, there
is a kind of WTO fatigue. It is a kind of
lack of leadership. If we take this time to
rethink strategies and to analyze the rea-
sons for the failure, the final output may
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be positive. It is no good for the world
trade system and for the health of the
global economy to have no timetable
concerning the next steps of the WTO
agenda. It is important and necessary to
have a new WTO round. But it is crucial
to have a balanced agenda. The interests
of all players have to be on the table.

M. Cattaui: Another WTO round is es-
sential because when countries negotiate
within a multilateral framework they are
forced to reconcile necessary trade-offs.
This is not possible in bilateral talks.

T. Das: India is not opposed to the
idea of a new round. But before launch-
ing a new round, it is necessary to ad-
dress the implementation concerns to
the best satisfaction of all the member
states. It is important that the existing
agreements are properly implemented
and drawbacks are rectified before the
new round is launched. We are happy
that, in its meeting in May of this year,
the General Council agreed to address
the implementation concerns through
special sessions.

W. Workman: There is a built-in
round that’s been going on since March.
It has focused mainly on financial ser-
vices (including banking and insurance)
and agriculture.

There has to be an effort within the
WTO configuration for another round. |
expect it will be very narrowly defined
and focused on the ticking time bomb
of trade policy: agricultural subsidies.
The new round must take place no later
than 2003 because of the so-called
“peace clause,” which is an agreement
among WTO members not to challenge
each other’s agricultural subsidies until
that year.

Finding a viable solution to the agri-
culture subsidies predicament is urgent.
It's become too expensive, even for in-
dustrialized countries like those in the
European Union (EU) to afford the kind
of subsidies to which they are commit-
ted by their own programs. If the EU’s
common agricultural policy continues at
its current rate, it will consume 100% of
the budget of the European Commission
by the year 2009. So, there is an under-
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standing even in the richest countries
that WTO members have to deal with
agriculture. This is also the most politi-
cally difficult issue for countries—both
industrialized and developing countries,
but particularly for the former.

The traditional way you get countries
to agree to rein in their subsidies and to
adjust their agricultural policies has
been to create a broad range of topics to
be negotiated. Thus, a politician can
say, “lI had to give up the subsidies for
our farmers, but | achieved new market
openings for our chemical manufactur-
ers, for our pharmaceutical manufactur-
ers, and for our apparel producers.”

While | think there has to be another
round because we have to deal with
agriculture, it will not be limited to agri-
culture and will include a couple of
other sectors. It won’t be nearly as
broad as what was proposed by either
the US, Japan or the European Union in
Seattle. It will be more circumspect.

ERT: Do you see a way to make
the WTO decision-making process more
democratic?

W. Workman: | am amused when
people complain about the WTO
process being undemocratic. All WTO
representatives are appointed by their
governmental leaders who are democra-
tically elected. The tag that the WTO is
undemocratic is just a red herring.

J. A. Fernandes: Concerning democ-
racy in the WTO, the process of how
rules are made starts in every country
and depends on a good private-public
sector relationship.

M. Cattaui: Those who say that the
processes of the WTO are not democrat-
ic should really stop for a moment and
analyze what they are saying. The WTO
is made up of governments. Therefore,
if you claim that the governments aren’t
democratic, then you have to do some-
thing about your government, don’t
you? Most of us feel that it’s absolutely
necessary for business and other groups
to discuss their viewpoints with their
governments so the latter can adequate-
ly and properly represent them during

the negotiations.

The claim that the WTO represents
mainly the interests of large govern-
ments and big corporations is erro-
neous. Many of the protesters—some of
whom ironically receive government
funds—claim that governments are not
doing their proper jobs. As a result, they
believe it necessary to establish a supra-
national organization in order to repre-
sent the views of “global democracy.”
But in doing so, they are circumventing
the nation state and, with it, the mecha-
nisms of representation and account-
ability. It is worth emphasizing, howev-
er, that the process in Seattle was un-
successful because governments could
not agree on an agenda, not because of
the protesters.

It is my feeling today, more than ever,
that we need strong, effective, efficient,
open, non-corrupted governments that
can listen to their constituencies—not
the other way around. Only strong, ef-
fective, efficient governments can make
the necessary compromises. It is the
duty of all of us to make proper democ-
ratic representations to our govern-
ments. They’re the ones which are mak-
ing decisions in the General Council.
And we should be doing this through
processes that encourage civic participa-
tion and support our civil structures,
not by means which may distort and
undermine them.

ERT: Do you see a way to make the
WTO process more transparent, and how
important is this issue?

J. A. Fernandes: During the last years
the flow of information from the WTO
has increased, and this is an important
step toward transparency. Information
and trade education are fundamental,
and the WTO has to have an active role
on these subjects. One of the reasons is
that the construction of trade rules is
complex and requires the use of quali-
fied human resources from both the pri-
vate and the public sectors.

Concerning democracy in the WTO,
the process of how the rules are made
starts in every country and depends on
a good private—public sector relation-
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ship. The next step concerns the gover-
nance of the WTO and the role of its
member countries. The critical issue in
this area is a decision-making process
that leads to a well balanced agenda.

A. Arendarski: Transparency is im-
portant so that the smaller and less in-
fluential members do not feel excluded
from the decision-making process as
they did in Seattle. One way of making
the process more democratic would be
to establish a broad-based agenda ver-
sus a sectoral approach favored by some
of the leading countries. Poland favors a
negotiating exercise to address all legiti-
mate concerns of WTO members.

M. Cattaui: This idea that the WTO is
some kind of a faceless bureaucracy
wherein bureaucrats make decisions se-
cretly is complete and absolute non-
sense. No bureaucrat in the WTO de-
cides on trade issues. They are decided
completely by the General Council,
which is comprised of government rep-
resentatives who were appointed by the
national leaders voted into office in
each country.

There are things that need to be
done to make sure that the developing
countries are part of the process and are
gaining from it. These countries’ leaders
are asking for such measures.

T. Das: Transparency in the function-
ing of the WTO is of vital importance
for the credibility of this body of 138
members. It is one of the basic founda-
tions of the WTO that must not be al-
lowed to be affected. Among the imper-
atives, there is a need for a transparent,
credible process; a clear dispute settle-
ment mechanism; and a more broad-
based, consultative system especially
when discussing key issues.

W. Workman: There probably should
be a mechanism in the WTO where,
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prior to key points of deliberation for all
of the different processes such as the
appeals and dispute mechanisms, there
is an opportunity for the public and
nongovernmental organizations to pre-
sent their views to the representatives of
the WTO countries.

But just as our grand jury proceed-
ings are secret, so too are the actual de-
liberations of the WTO. You don’t nego-
tiate contracts in public. You don’t tell
your opponents what your fallback posi-
tion is. In practical terms, a certain de-
gree of confidentiality must be main-
tained during the deliberations and the
negotiations. However, governments
could do a better job of making the de-
cisions of the WTO—and the implica-
tions of those decisions—more widely
known to the people they affect.

Let’s not forget that the WTO has no
power to change any laws. The only
people that can change the laws are the
governments, and they have an option.
They can choose not to go along with
what the WTO suggests because ulti-
mately this is a membership organiza-
tion. We’ve been having a fight with the
European Union for seven years over its
banana regime. The WTO has twice
ruled in our favor and told the Euro-
peans to change it. Given that the Euro-
peans have essentially said they’re not
going to revise their banana regime, the
WTO has allowed the US to impose
punitive sanctions on European exports
to the US with a dollar amount equiva-
lent to the damage the US has suffered
because of the EU’s refusal to reform its
banana regime. This is the reason why
we put 100% tariffs on Italian prosciutto
ham coming into the US market; next
year we may shift punitive tariffs from
prosciutto ham to French brie, just so
the EU countries can share the pain.
That’s as it should be.
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