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Theworld’ srich nationshavelong preached the advantage of
freetradefor theworld’ sdeveloping nations. But it simply hasnot beena
level playing field. Thisin-depth piece showshow and why. The author
arguesthat thefreetraderegimeisoften rigged agai nst the devel oping
nations. Globalizationwhichisreflectedinthecurrent WTO regimehas
beenintroduced to basically servetheinterest of existing global economic
powers. Thiscurrent state of economicinequality has caused resentments
al over theworld especially inthedevel oping countries. Thedevel oping
countrieshaveframed lawswhich aredirectly challenging theglobal WTO
regime. This has further resulted into a sort of deadlock over many
important international tradeissues! . Globalization process has of late
suffered multiple hindrances, |eading to the widening of gap between pro
and anti globalizationforces. Therefore theneed of thehour isto seethe
viable and equitable working of international trade from the global
perspective.

Under standing Globalization

Globalization (or globalisation) initsliteral senseisasocial change,
an increased connectivity among societies and their elements due to
transculturation? ; the expl osive evol ution of transport and communication
technologiestofacilitateinternational cultural and economicexchange.
Thetermisappliedinvarioussocial, cultural, commercial and economic
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contexts.®

Economic globalization means more freedom of trade and
increasing relationsamong membersof anindustry in different partsof the
world.

It sharesanumber of characteristicswithinternationalization and
isused interchangeably, although some prefer to use globalization to
emphasizethe erosion of the nation state or national boundaries.

In other ways, globalization can be defined asahistorical stage of
accel erated expansion of market capitalism, liketheoneexperiencedin
the 19th century with the industrial revolution. It is a fundamental
transformationin soci etiesbecauseof therecent technological revolution
which hasled to arecombining of the economic and social forcesona
new territorial dimension.

We cantoday say that globalization and increased market opening
hashad very positiveeffectsand some negative consequences.

Globalization hasenabledindividual's, corporationsand nation-
statesto influence actionsand eventsaround theworld — faster, deeper
and cheaper than ever before— and equally to derive benefitsfor them.
Globalization hasled to the opening, the vanishing of many barriersand
walls, and hasthepotential for expanding freedom, democracy, innovation,
social and cultural exchangeswhileoffering outstanding opportunities for
dialogue and understanding.

But theglobal nature of an increasing number of someworrisome
phenomena— the scarcity of energy resources, the deterioration of the
environment and natural disasters(includingrecently, hurricaneKatrina
and the Asian tsunami) the spread of pandemics (AIDS, bird flu), the
growing interdependence of economiesand financial marketsandthe
ensuing complexity of analysis, forecastsand predictability (financial crisis),
and the migratory movementsprovoked by insecurity, poverty or political
instability are also aproductof globalization® .

Indeed it can be argued that in someinstances, globalization has
reinforced the strong onesand weakened those that were already weak.

Itisthisdoubleface of globalization that we must seek ways of
addressing if wewant to“humaniseglobalization”. Todothis, weneedto
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“reformglobalization” withaclear view to enhancing the devel opment of
social, economic and ecol ogical aspectsof humanity. Thisisalsoinline
with the millennium development goals® that can be achieved through a
“reform of globalization fromwithinand for development”.

Nobody would dispute that thereisawidening gap between global
challengesand thetraditional waysof working out solutions, our traditional
institutions. One of the most striking consequences of thisgap — the
notion of individual powerlessness and the political constraints of
governments— hastwo impacts: first, itimpactsthe confidenceand trust
inthenational system of governance, and second, it destroysany hope of
being able to influence one’ s future. The future becomes a matter of
anxiousness, because citizensare not convinced that thereisacaptainto
pilot their plane.

Itisnot globalizationthat createsthisfeeling of anxiety, itisthe
absence of themeansto tackleit appropriately. In other words, itisthe
absence of governanceat the global level that isproblematic. The new
issuesraised by global crisesand by certainpolitical devel opmentsoblige
usto contemplate new formsof governance. To addressglobal questions,
problems, threats, fears, at theappropriatelevel, we need more governance
at theglobal level responsiveto emerging global challenges.

At the sametime, globalization needsto be humanised: if solutions
must often be global, the negative effects on individual sand societiesmust
also betackled. Humanising globalization meansthat we must take care
of thevictimsof globalization. To achievethis, global solutionsmust be
sought for addressing the negativeimpact of globalizationat all levels—
individual, community and universal levels.

Signsof Globalization

Globalization hasbecomeidentified with anumber of trends, most
of which have developed since World War 11. These include greater
international movement of commodities, money, information, and people;
and the devel opment of technology, organizations, legal systems, and
infrastructurestoallow thismovement. Morespecifically, globalization
refersto®:

F Increaseininternational trade at afaster ratethan thegrowthin
the world economy
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Increaseininternational flow of capital including foreign direct
investment

Greater transborder datafl ow, using such technologiessuch as
thelnternet, communication satellitesand tel ephones

Greater international cultural exchange, for examplethroughthe
export of Hollywood and Bollywood movies.

Some argue that even terrorism has undergone globalization.
Terroristsnow have attacked placesall over theworld.

Spreading of multiculturalismand better individual accesstocultural
diversity, with on the other hand, somereduction in diversity
throughassimilation, hybridization, Westernisation, Americanization
or Sinosization of cultures.

Erosion of national sovereignty and national bordersthrough
international agreementsleading to organizationsliketheWTO
and OPEC

Greater international travel and tourism
Greaterimmigration,includingillegal immigration
Development of global telecommunicationsinfrastructure
Development of aglobal financial systems

Increase in the share of the world economy controlled by
multinational corporations

Increased roleof international organizationssuchasWTO, WIPO,
IMF that deal with international transactions

Increaseinthenumber of standardsapplied globally; e.g. copyright
laws

Creationof local clustersof competence (Porter’ sclusters) having
aworld wide competitive advantage

Many of thesetrendsare seen as positive by supporters of various

formsof globalization, andin many casesglobalization hasbeen actively
promoted by governmentsand other institutions. For example, thereare
certaineconomicargumentssupporting globalization, such asthetheory
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of comparative advantage suggesting that free trade leads to a more
efficient allocation of resources, with all those involved in the trade
benefitting. Conversely, criticsof globalization bring different economic
arguments, such asthose put forward by fair tradetheorists, which seem
toindicatethat unrestricted freetrade benefitsthosewith morefinancial
leverage (i.e. therich) at the expense of the poor” .

Globalization in Question

Thereismuch academic discussion about whether globalizationis
areal phenomenon or only amyth. Although thetermiswidespread, many
authorsarguethat the characteristicsof the phenomenon havealready
been seen at other momentsin history. Also, many notethat thosefeatures
that make peoplebelieveweareinthe processof globalization, including
theincreaseininternational trade and the greater role of multinational
corporations, are not as deeply established asthey may appear. Thus,
many authorsprefer theuseof theterminternationalization rather than
globalization® . To put it smply, therole of the state and the importance of
nationsaregreater ininternationalization, whileglobalizationinitscomplete
formeliminatesnation states. Soit isevidenced that thefrontiersof countries,
inabroad sense, arefar from being dissolved, and thereforethisradical
globalization processisnot yet happening, and probably won’ t happen,
consideringthat inworld history, internationalization never turnedinto
globalization (the European Union and NAFTA areyet to provetheir
case.)?

However, theworldincreasingly shareproblemsand challenges
that do not obey nation state borders, most notably pollution of the natural
environment, and as such the movement previously know asthe anti-
globalisation movemement has transmogrified into a movement for
globalisationfrombel ow seeking, through experimentation, formsof socia
organisation that transcend the nation state and representative
democracy*® . So, whereastheoriginal argumentsof anti-global critique
can berefuted with storiesof internationalisation, asabove, theemergence
of aglobal movement isindisputable and therefore we can speak of areal
processtowards aglobal human society of societies.

The Global WTO Regime

The WTO came into being on 1st January 1995 after the
completion of the General Agreement on Tariffsand Trade(GATT) Uruguay
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Round in 1994. It is headed by its highest authority the Ministerial
Conference!' comprising member states and meetsat least every two
years. Theday to day operationsnotably dispute settlement procedures
andtrade policy review are overseen chiefly by the General Council which
reportsto theMinisterial Conferenceand anumber of subsidiary bodies.
TheWTO isnot apart of the UN, nor isit aspecialised agency of the
UN. Althoughthe WTQO isasuccessor to GATT, it coversnot only areas
pertaining to trade in goods but includes trade in goods, services and
ideas and knowledge systems'? . Unlike GATT which was only an
agreement the WTO has a formal identity as an intergovernmental
organisation. It containsaframework for the enforcement of rightsand
obligationsto Agreements.

The WTO isthe body that governsinternational trade. It isthe
maker and enforcer of rulesthat limitsevery nation’ sability to makeits
ownlawsand policiesto protect itsnational interests. It isthusvested with
immense power and authority over trademattersoverriding nationsand
their right to sovereignty. The WTO administersand enforcesmorethan
20international trade agreementsand itsrulesand agreementshavean
enormousimpact on all facetsof lifeaffecting nationsand societiesnamely,
intheeconomic, political, social, environmental and cultural spheres'3

WTO's central premise isthat global free trade must not be
impeded by national governmentsevenif national lawshave been putin
placeto protect theenvironment, vulnerablegroupsand social justice.
National governmentsmust apply the' | east traderestrictivemeasures’ to
achieveenvironmental and health protection. For examplelawsthat allow
agovernment to protect theenvironment, or workersand consumer health;
subsidiesto promoteenergy conservation or sustai nablefarming methods
will be against freetradeand WTO rules. Under ‘ nontariff barriers’ any
measurethat isnot atariff but inhibitstradeisforbidden by governments.
In this manner, it becomesillegal when governments ban dangerous
technol ogies, contaminated or toxic foodsand products, and culturally
unsuitable TV programmesand films. What iseven moreaarmingisthat
the WTO requiresthat the future laws of all member states must also
comply withWTOrules. Thusnational governmentswhen promulgating
new lawsor amending them must ensurethat their national legislation
conform to WTO rules. Under WTO, al corporations must be given
‘national treatment’ which meansthat national governmentscannot give
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preferenceor favour domestic companiesandtheir citizens.

Thusunder the WTO, therule of governments are weakened and
theunfettered power of thetransnational corporationsarestrengthened™* .
It serves asthe government of theworld order for corporateinterests.
Althoughitisandinter-governmental body comprising member states, it
isthe TNCsthat sit on theimportant advisory committeeswhich decide
policy and set the agenda.

Thismultilateral traderegime, referred to asthe World Trade
Organization, isprimarily composed of thevarioustrade agreementsthat
serveasthelegal ground rulesfor much of international commercetoday.
It beganin 1947 with twenty-three contracting partiesfor the Protocol of
Provisional Application of the General Agreement on Tariffsand Trade
(GATT). If weconsider GATT-1947 aclub, then both club membership
and club rules have changed dramatically since its inception. Many
successive rounds of trade negotiations have sinceincreased both the
scope of membershipinthetraderegimeand therange of areas covered
withinitsdiscipline. Inparticul ar, thelast two roundsof negotiations, the
Tokyo Round (1973-79) and theUruguay Round (1986-94), signalled
anunprecedented deepening of theintegration and harmoni zation of rules
inthemultilateral trade regime, asopposed to the previoustrade rounds,
which focused mainly onlowering tariff barriers. Among thekey areas
coveredinthesetwo roundswere saf eguardsand the dispute settlement
mechanism (inthe Tokyo Round) andinvestments, services, andintellectual
property rights(inthe Uruguay Round). Most important, theWTO was
launched asaconseguence of the Uruguay Round, with theintention of
possibly fostering further tradeintegration among agrowing number of
member countries. Today the WTO has 150 member countries, with at
least 30 more planning to accede'® .

Thisexpansioninmembership, aswell astheincreased coverage
and depth of rules, makesthetrade regime adefacto global public good.
Thatis, it hasbeen made availableto the global publicthrough agreement
among sovereignnations. Toclarify, servicesprovided by government(s)
or public institutions can be considered public goodsinsofar as“they
facilitatethe conveniencesof daily living and provideameasure of order
and predictability todaily life”. Thetraderegimecertainly fitsthisdescription,
by lessening theprobability of costly “tradewars’ through mutually binding
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codesin the conduct of much of international trade. Seen asasystem that
buildson deeper integrationwithinashared rule-based framework, the
traderegimeal so providesbenefitsacrossnationsby restraining costly
andinefficient protectionism, fostering cost-reducing scaleeconomiesin
production and distribution of goodsand services, and hel ping prevent
racesto thebottom (i.e., investment policy) that would otherwise have
occurred from competitive pressures

Having said that, it does not mean that WT O-regime has emerged
asthesolution of all theillswhich are plaguing the countriestheworld
over. A decade intothe WTO experiment, itisclear that the WTO model
of corporate globalization has not delivered the promised benefits of
Increased economic prosperity, whileeconomic, social, and environmental
conditionshaveworsened in many rich and poor countriesalike. Because
of thisfailed record, opposition hasgrown worldwideto the WTO model
of globalization which as been driven by anarrow group of corporate
elites to suit their interests. The collapse of the Doha Round WTO
expansiontalksoffersan extraordinary opportunity for afundamental re-
think of the direction of the global economy.

A Decade of WTO ResultshasUnder mined Support for WTO
Expansion

Instead of promised gains, during the WTO decade, economic
conditionsfor themajority havedeteriorated. Thenumber and percentage
of peopleliving on lessthan $1 aday in Sub-Saharan Africaand the
Middle East haveincreased whilethe percentageliving onlessthan $2 a
day hasincreased intheseregions, aswell asin Latin Americaand the
Caribbean'® .

Growth and therate of poverty reduction have slowed in most
partsof theworld sinceimplementation of theWTO’ spolicy package—a
model imposed adecade earlier on many devel oping countriesby the
International Monetary Fund and World Bank.

Thereisgrowing consensusthat the clear failure of the model —
often called “neoliberalism”!’ —to deliver economic growth or better
standardsof living for mostistrand ating into electoral victoriesfor leaders
who have maderejection of thisagendaastaple of their platforms. Nowhere
isthismore evident than in Bolivia, Argentinaand V enezuelawhose
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economiesall havebeen decimated under previousneoliberal governments.
After adopting alternativedomestic economic policies, Argentinaand
V enezuelanow boast the highest economic growth and fastest poverty
reductionintheregion. Likewise, Bolivia snew president EvoMorales
waselected on aplatform of opposition to flawed trade deal safter previous
neoliberal governments' policiesresultedinalower per capitaGDPtoday
in Bolivia than 27 years ago. Even Costa Rica, Peru, and Mexico,
traditionally neoliberal strongholds, haveexperienced presidential elections
amost entirely dominated by debateover tradeliberalization.

The number of peopleliving in poverty hasalso increased in South
Asia, whilegrowth ratesand therate of reduction in poverty have slowed
inmost parts of theworld —especially when one excludes China, where
hugereductionsin poverty have been accomplished, but not by following
WTO-approved policies (ChinabecameaWTO member only in 2001).
Indeed, the economi ¢ policiesthat Chinaemployedto obtainitsdramatic
growth and poverty reduction are a veritable smorgasbord of WTO
violations: hightariffstokeep outimportsand significant subsidiesand
government i nterventionto promoteexports; an absenceof intellectual
property protection; government-owned, operated and subsidized energy,
transportation and manufacturing sectors; tightly regulated foreign
investment with numerousperformancereguirementsregarding domestic
content and technol ogy transfer; government-controlled finance and
banking systems subsidizing billions in non-performing debt; and
government-controlled, subsidized and protected agriculture. Many of
these same policiesarethose employed by the now-wealthy countries
during their period of development?® .

It'snot asif the status quo isworking for most peopleintherich
countrieseither. DuringtheWTO era, theU.S. trade deficit hasrisen to
historiclevels—from $130 billion (intoday’ sdollars) in 1994 (theyear
beforethe WTO went into effect) to morethan $717 billionin 2007. The
U.S. trade deficit isapproaching 6 percent of national income—afigure
widely agreed to be unsustainable, putting the United Statesand global
economy at risk.

Althoughtradeandthefailureof corporateglobalizationwill be
important i ssuesin many 2008 U.S. congressional races, the bottom-up
public pressurethat hasaltered trade politicsin many nationshasnot risen
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toalevel inthe United Statesthat translatesinto significantly altered
negotiating positions. Thus, whileamajority of theU.S. publicislosing
under theBush administration’ strade agenda, theU.S. WTO position
continuesto bethat of the narrow commercial intereststhat have bankrolled

theadministration’ scampaignsand those of the Republicanmajority in
Congress? .

TheFailed M odel of Cor porateGlobalization and itsAlter natives

Underlying thecontinuing faltering of the WTQO negotiationsand
those of other agreements based on the same model of corporate
globalizationisnot abattle between “ protectionism” and“ freetrade.”
Rather, the current globalization model implemented by theWTOisbeing
challengedincreasingly by largenumbersof el ected officials, economists
andcivil society analysts, joiningworkers, farmers, and environmentalists
worldwide, becausethe set of policiesembodiedinthemodel haveproved
to be harmful acrosstheglobeto all but acorporate eliterepresenting the
management of thelargest of grain trading, pharmaceutical, banking and
other multinationals. Aswelivein aworld where 24,000 peopledieevery
day of hunger and poverty-related diseases, wages are stagnant yet
corporate profitssoar, we need to identify the causesof al of thisdamage
—and how to fix the situation.

Historically, tradeagreementshavedealt with lowering tariffson
goods. TheUnited Statesand European nationsrelied heavily ontariffsto
protectinfantindustriesfromforeign competition. But tradeagreements
no longer just deal with tradein goods. A cornerstone of the expansion of
the corporate globalization agenda also encompasses services. The
liberalization of servicesinvolvesallowing foreigninvestorstheright to
own and operate serviceswithin other WTO signatory countries' territories
—includingessential serviceslikeeducation, healthcare, el ectricity provision
andwater distribution—for profit. It alsoinvolvesde-regulating service
industriessuch astelecommuni cations, insurance, transportation—even
banking, such asArgentinadid beforeits|MF-induced economic collapse
in 2001.

Little-known negotiationsin the current DohaRound would also
strictly limit national, state and local authority to set service sector
professional licensing, technical standardsand qualification requirements.
The United Stateshaseven offered to commit higher educationto WTO
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disciplines. But privatization and de-regul ation of essential services
worldwide have decreased accessfor the poor and have eroded hard-
won democratic consumer protections.

Meanwhile, theWTO’ sagriculturetraderuleshave been adisaster
al around. According tothe UN Food and Agriculture Organization?! ,
“progress[toward reducing hunger] hasslowed significantly in Asiaand
stalled completely worldwide” inthelast 15 years. It wasthegoa of the
world’ shandful of multinational graintrading giants, includingaformer
Cargill executivewho asaU.S. tradeofficial drafted theWTO farmrules
whichforced theworldto treat food like any other commodity.* This
system hasfailed with horrific resultsand must be replaced.

Thelivelihoodsof billionsof subsistencefarmershave been pitted
against theprofitsof corporate agribusinessand grain trading companies
with success measured asgreater volumeof food moving aroundintrade,
not in decreasing hunger. Thelndian government has confirmed that at
least 100,000 farmerswho havelost their livelihoodsto thisscandal ous
system have committed suicidein the WTO decade.

Another pillar of theWTO model isthe massive expansion of
corporate patent monopolies. The WTO’ s Trade Related Aspects of
Intellectual Property Rights agreement (TRIPS), which sets 20-year
worldwidemonopoly marketing rightson drugsand seed varieties, isthe
singlegreatest protectionism agreement intheworld. Forcing governments
worldwide to provide monopoly protection for every seed variety or
medicinethat Big Pharmaand Agri-business patent has meant vastly
increasing pricesfor consumersin rich and poor countriesalike—and
many cut off of these life sustaining goods.

Instead of having to adhereto new restrictionsontradethat protect
corporate profits, countriesmust befreeto prioritize other valuesand
goals, particularly regarding thesaving of millionsof livesby getting access
tolow-cost life-saving drugs. For example, African nationsfacingtheHI V-
AIDS epidemic must befreeto decidethat accessto essential medicines
takespriority over U.S. pharmaceutical profits, evenif thosecorporations
areoneof thelargest lobbieson tradein the United States.

TheWay Forward: Saving Global TradefromtheWTO
Takentogether, the evidence pointsconclusively to aglobal shift
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away fromtheneo-liberal corporateglobalization model embodied by the
WTO based on peopl € sexperience of themodel’ sfailure.

With the Doha Round' §%? collapse, the story to be written is about
viable aternativesto the WTO - aswell asto thebilateral or regional
trade agreements based on the samefailed model.

Instead of pinning blame on specific countries, thefocusof energy
should be on how theworld’ sgovernments can develop amultilateral
trade system that preserves the benefits of trade for growth and
devel opment, whilepruning away themany anti-democratic constraints
on domestic policy making containedintheexistingWTO rules. These
rulesaredesignedto createaworld that operatesasonesingle homogenized
global market rather than setting terms of trade between separate nations
with distinct priorities.

Thecritics of corporate globalization?® arefor international trade
between different, uniquecountriesor regionswhenitismutually beneficial .
Tostrikethisbal ance between promoting tradewhilerespecting thelaws
and valuesof different countries, someexisting international rulesand
Institutions need to be cut back, while othersneed to be bol stered.

Currently, theWTOtrumpsall other international agreements.
The WTO must be scaled back so that the human rights, environmental,
labor and other multilaterally agreed publicinterest standardsalready
enshrinedinvariousinternational treatiescan serveasafloor of conduct
for corporations seeking the benefitsof global traderules. For instance,
thelnternational L abor Organization providescorelabor standards; there
aremorethan 200 multilateral environmental treatiescoveringtoxics, air
pollution, biodiversity and waste dumping; and the World Health
Organization and the U.N. Charter on Human Rights provide many
standards on access to medicine and food security.

Two hundred and six civil society organizations, including social
movementsrepresenting millionsof peoplein poor and rich countriesalike,
support a WTO transformation program dubbed “ Stop Corporate
Globalization: Another WorldisPossible.” Thelnternational Forumon
Globalization has published the book Alternatives to Economic
Globalization: A Better WorldisPossible* , which reportson proposals
for alternativesgathered through yearsof conversationswith civil society
leaders, scholarsand government official sin poor and rich countries.
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These are but a few of the rich alternatives being discussed
everywherebut at theWTO. TheWTO experiment hasfailed. Replacing
theoverreaching WTO agendawithfair rulesaimed at facilitating trade
betweenwilling countriesistheonly way forward. Thiscanonly happen
through citizenactivism.

WTOrulesareaspecificinternational legal systemthat codifies
and enshrinestheresultsof aseriesof national concessionson market
access. Theeconomic power of each country and itsrel ative negotiating
clout has determined the balance between countries' demands and
concessions. By definition such lengthy negotiated agreementsare a
compromise and thus not ableto respond to all economic needs. In such
anarenaof political struggle, the outcomescould not befully consistent
with human devel opment goa s, unlessnegotiationswereguided by astrong
commitment for solidarity among countries.

Inconsistenciesareidentifiablebetween atraderul essystem based
onthe present legal framework and one motivated by solidarity. First, the
present agreementscontainlimitsand exceptionsto freetradethat are
often not supportive of developing countries. Secondly, evenif tradewere
completely free, thereisno guaranteethat freetrade would be the best
tradepolicy for all poor countries. Finally, compliancewithWTOrrules,
harmful in themselves. in some cases, can stifle a more complete
devel opment agenda.

There exist WTO agreements that rule trade indirectly by
establishing domesti c economic specifications. Many devel oping countries
have accepted such agreements, which arepart of a“ single undertaking”
type, inthe hope of net benefits expected through theinclusion of textiles
and agricultureinthemultilateral traderegimeand so asto avoid theimplied
risk of being marginalized. The*singleundertaking” obligespoor countries
tocommit to policieswith human devel opmentimplicationsbeinguncertain
at best.

Thechallengeisto createalegal framework for tradewhich gives
devel oping countriesboth the economic surplusand thepolitical autonomy
to achievehuman devel opment goal s, whilerespecting | egitimate concerns
regarding labor, social and environmental standards. Countriesneedto be
enabled to design policiesthat improve human devel opment outcomes.
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FreeTrade

Theprocessof pursuing morefreetrade—often negotiated among
countries in the context of reciproca market access and non
discrimination—involvessuch activitiesastheharmonization of trading
rulesand thereduction of barrierstotrade such astariffsand quotas. Inits
simplest sense, the pursuit of freetrade belongsto the blanket process of
“levellingtheplayingfield.” If onetakesthisanalogy toitslogical conclusion,
morefreetrade would result from the application of the samepolicies,
rules, mechanisms, and institutionsto each participant inthetraderegime,
regardless of origin or capacity.

Whereitisfeasible, thereisclearly ajustificationfor policiesto
enablethe playersto become more equal. For instance, thereisaneed to
enabledevel oping countriesto enhancetheir producers’ ability tocompete
in world markets. The last point is especialy compelling when one
considersthat even primary exportsfrom devel oping countriesstill face
numerousbarriersindevel oped countries’ markets. Even moretroubling,
somemeansof protection actually create abiasagainst the processing of
primary products by applying higher tariff ratesfor higher levelsof value-
added processing. For instance, devel oping-country exportsof chocol ate
tothedevel oped countriesoften facetariff barriersthat areupto eight
timeshigher than thosethat apply to unprocessed cocoa.* Such elements
inthemultilateral traderegime contributeto thefactorsthat lock inthe
developing countries’ comparativeadvantageinlow value-added products,
seriously impeding development efforts.

Anadditional yet equally important concernisthe adjustment cost
related to trade liberalization. Free trade dictates that the forces of
competition bring about the efficient market outcome, but among unequal
competitors, the relative costs of adjustment differ significantly?*.
Potentially displaced workersinthe United States, for instance, facemore
opportunitiesto moveout of uncompetitivesectors, comparedto displaced
farmersin AfricaAdjustmentistypically moreprotracted and costly inthe
developingworldfor the obviousreason that there arefewer resourcesto
help facilitate such adjustment. Another facet of these adjustment costs
deal swiththeimplementation of trade-rel ated regul ationsand reforms
(i.e., import-licensing procedures, customs valuation, sanitary and
phytosanitary standards, trade-related legal reforms). With many
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compliancemeasuresemanatingfromtheindustrialized countriesthat al ready
havetheseregulationsin place, alarger burden on the countrieswith meager
resourcesisimplied. Thissituationfurther justifiestheargument to place
moreconsideration ontheinherent inequality in capacity acrosscountries® .

IsThere aBalance?

If onefollowsthepolicy statementsininternational organizations,
includingthe WTO, onewould expect that theinternational community
hassel ected abal ancethat proactively generatesdevel opment and “fosters
an enabling environment for growth” .* Infact, tradeliberalization has
constantly been sold to devel oping countriesasone of thelynchpinsof
successful development policy, andispart of an approach morecommonly
known as the “Washington Consensus. “ However, upon closer
examination, adisconnect betweenrhetoric and actual policy onthese
Issuesbecomesevident. Michel Camdessuswrites: “Inthe Bretton Woods
framework, governmentsreduced significantly thedebt of thirty-fiveor
forty heavily indebted poor countries. Y et these sasmegovernmentshave
failed—intheframework of theWorld Trade Organi zation (WTO)—to
launch atrade round to eliminate trade barriers for heavily indebted
countries. Unlessreversed, thisfailurewill mock thedecision Thequestion
of balance between freetradeand fair tradeisthereforeapressing one. In
what follows, we analyzeimbalancesin the regimein two ways?® . In one,
weexaminethreekey agreements(i.e., those onintellectual property,
textiles, and agriculture) negotiated inthe Uruguay Round, to ascertain
any imbalancesin theway they were constructed. Inthe other, weexamine
theexpected quantitativeimpact of theregime. Both methodsindicate
that themultilateral traderegimeisimbalanced in termsof benefitsand
costs.

Imbalancesin the Regime

Negotiationsinthe Uruguay Round centered onincreasing market
accessfor devel oping countriesin protected devel oped country agriculture
andtextilesmarketsin exchangefor tradeagreementsinintellectual property
rights, services, andinvestments, all of which primarily benefited devel oped
countriesthrough increased rentsand market access* . Theideabehind
this* grand bargain”?’ wasthat member countries could trade off costs of
one agreement with benefits gained on another. However, it was an
inherently unequal exchange. Agreementsonintellectual property, services,
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andinvestment do not unambiguously promiseefficiency gainsfor the
developing countries. Infact, they generateboth largeweal th transfers
and adjustment coststhat areasymmetrically distributed.

Thisoutcomerai ses serious questionsabout the net benefitsfor
thedevel oping countriesinthemultilateral traderegime, constituted largely
by theagreementsin the Uruguay Round. A comprehensive eval uation of
itsdevel opment impact hasyet to be made despiteits clear necessity.
While such an eval uation isbeyond the scope of this paper, our contribution
lies in examining the three key trade agreements for the developing
countries: theagreement on Trade-Related Aspectsof Intell ectual Property
Rights(TRIPS), the Agreement on Textilesand Clothing (ATC), andthe
Agreement on Agriculture. We examine each of these agreementsto
determinewhether or not each, individually, isbalancedin potential benefits
and costsfor devel oped and devel oping countriesand for theinternational
trade relation equality

TRIPS Agreement

The TRIPS agreement wasintroduced in the Uruguay Round to
establish acommon standard of intellectual property rightsacrossall WTO
member countries. Under TRIPS, they agreed to provide common
standards for protection of all intellectual property applying to all
technol ogiesin productsand processes, withtheaimto balanceinnovation
withtransfer and dissemination of technol ogy to the mutual advantage of
producersand usersinamanner conduciveto social and economicwelfare.

The TRIPS agreement was strongly opposed by developing
countries for three reasons. First, the concentration of research and
development activitiesinthe devel oped countriesmeant that astronger
international patent regimewouldtransfer rentsfrom devel oping countries
to devel oped countries. Second, stronger patentswouldincreasetheend
consumer priceof their applications, making these products harder to
accessfor consumerswithlow purchasing power. Third, many developing
countrieshad an established tradition of collectiveasopposedtoindividua
ownership patterns, especially for indigenous knowledge, which was
fundamentally contrary to the TRIPS model.

Furthermore, the content of the agreement was al so contentious.
The provisions that were beneficial to technology producers (read
“developed countries’), likethescopeof intellectual property rights(IPRs,
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i.e., al productsand processesin all technol ogies), thelength of patent
protection (twenty years), the scope of exceptionsallowed (very limited
to specific cases), and thelegal compliancerequired from domestic patent
lawsinmember countries, wereall binding provisions. Noncompliance
with these provisionswastantamount to abreach of theagreement and
could be challenged under the dispute settlement mechanism.

Ontheother hand, provisionsthat were beneficial to technology
consumers(read " devel oping countries’) such astechnol ogy transfer and
technical cooperation were nonbinding provisions. In other words,
noncompliancewith these provisionsinvoked no penalty at all. Therewere
alsosignificant short-term costsof compliancefor thedevel oping countries
that weremainly rule-takersinthe process. These costsinvolved, among
others, setting up an appropriate patent office, training personnel, and
creating mailbox provisionsfor exclusive marketing rights. All these
expendituresconstituted animmediate outflow of their already scarce
resources. Therefore, despitethe stated objective of balancing theneeds
of producersand consumers, the TRI PS agreement wasbiased in favour
of thetechnol ogy-producing devel oping countriesinitsdesign?® .

Finally, one potential long-term implication of the TRIPS
agreement isthat by protecting therightsof technology producersat the
expense of technology consumers, it canlock devel oping countriesinto a
state of perpetual catch-up, whereit becomes even moredifficult for them
todeveloptechnological capabilities. Thiswasthe mainfear of developing
countriesat thetime of the negotiations, and the design of the agreement
only reinforced that concern.

The Agreement on Textiles and Clothing (ATC)

The ATC wasan important step in making thetrading regime
consistent withitsown stated goal sof sharing the gainsfrom accesswith
al members. However, thedevel oped countriessucceeded in negotiating
aphased liberalizationfor textilesand clothing. Thismeant that thegains
frommarket accessfor devel oping countrieswere back-loaded until ten
yearsafter signingtheagreement. Theagreement alsofocused onoverall
import sharesof textileand clothing productsrather than elimination of
specificquotas, giving devel oped countriesthefreedomto selectively
liberalizewithout violating the agreement. Infact, it waspossibletoliberalize
productsinthefirst threetranchesthat were not even protected under the
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MFA (Multifibre Agreement). By reducing tariffs on these products,
devel oped countriesconceded littleintermsof market accessto devel oping
countries.

Theagreement alsoincluded safeguard provisions(article6)*
that sanctioned the use of “transitional safeguard” measurestorestrict
importsif domesticindustry faces” seriousdamageor actual threat
thereof.” Therefore, despitethe objectiveof providing market accessto
developing countries, ATC retained clausesthat protected domestic
industriesindevel oped countries, and could potentially restrict market
accessfor at least nineyears. Benefitsfromthe ATC weretherefore
watered down.

The Agreement on Agriculture

TheAgreement on Agriculturewasthefirst international attempt
toreform agricultural tradepolicies. High protection of theagricultural
sector in the pre-WTO decades led to depressed prices in the world
economy, owing to artificially depressed demand. Hence, farmersin
devel oping countriesinparticular stoodtogainsignificantly fromagricultural
liberalization. Under theagreement, tariffsonagricultural productswere
to bereduced (36 percent for devel oped countriesover six yearsand 24
percent for devel oping countriesover tenyears) toimprove market access,
and protectionintheform of export subsidiesaswell asdomestic producer
subsidiesor Aggregated Measure of Support (AMS) wasto bereduced
(20 percent for developed countries and 13.3 percent for devel oping
countries)?® .

Thesubsidiesexempted werethosethat constituted direct payment
under production-limiting programsand thosethat did not ostensibly affect
production (or that could bejustified by environmental and public good
rationales).* (14) Also, government assi stanceprogramsthat encouraged
agricultural and rural development in poor countries, and subsidiesthat
wereasmall proportion of total output (5 percent or lessin the case of
devel oped countriesand 10 percent or lessfor devel oping countries),
were al so exempt from reductions. Whilethe agreement laid down aspecific
and substantial agendafor increasing market accessand correctingfor
distortions, thebuilt-inexemptionsweakened theagreement considerably.
Specifically, theexemptionsgave member nationstheflexibility toreduce
the mandated subsidiesand, at the sametime, toincrease the exempted
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subsidies, thusundermining theaim of reducing overall domestic support.
Special and Differential Treatment

Countriesat low levelsof per capitaincomewere given, depending
onthe specific agreement, moretimefor transition, lessdemanding terms
of compliance, and in some cases special assistance. However, the Special
and Differential (S& D) treatment clause hasnot beenvery effective, due
mainly to the vague nature of this concession®® . Unlikein the GATT, where
the S& D status of countries was recognized as abasic feature of the
agreement—enabling devel oping countriesthefreedomto self-selectinto
or out of agreementsthat wereinconsistent with their devel opment goals—
intheWTO, equality of participationisassumed. Asaconsequence of the
singleundertakinginthe Uruguay Round, all member countriesare expected
to be capabl e of adherenceto the WTO commitments. The S& D treatment
clauseisinvokedfor technical assistanceand extended transition periods,
rather than being built into the agreement design. Consequently, the S& D
treatment principle hasbeen extremely weak andineffectiveintheWTO
context*. Tofill thegap inthiscase, oneclear reform areawould bea
seriousre-evaluation of thisprincipleinabidto makeit morerelevant to
the devel oping countries. Making thisprincipleintrinsic to each of the
existing and any futureagreementscoul d enabl edevel oping countriesto
make policy decisionsmore appropriateto their requirements.

However, the earlier analysis of the imbalances reveals that
countrieshaveonly just begun to understand thefull extent of theimpact
of tradeliberalization andintegration, aswell asthecentral rolethat the
multilateral traderegimehasevolvedinto. For instance, few countrieshad
realistically anticipated how TRIPSmight hinder government actionsin
dealing with public health epidemicslike HIV/AIDS. Certainly, few
anticipatedtheseverity and persistenceof adverseterms-of-tradeshocks
tothe commodity-exporting African countries, many of whosegainsfrom
trade have been greatly diminished. A morebasic reformin decision-making
isrequired for thetrade regimeto emerge asapublic good.

To summarize, these agreements—TRIPS, ATC, and the
Agreement on Agriculture—provideclear examplesof the imbalancesin
the key componentsof thetrade regimethat were negotiated inthe Uruguay
Round. Individually, theseagreementshaveeither been emascul ated (so
that devel oped countriesminimizetheir concessions) or beeninherently
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structured with adevel oped-country bias. They areprojectedtotransate
into heavily imbalanced outcomes.

Jordan and theWorld TradeOrganization

In January 1994, Jordan applied for accession to the General
Agreement on Tariffsand Trade (GATT 1947), which became an
applicationfor membershipintheWorld Trade Organization (WTO) after
the establishment of the WTO in January 1995 in the Uruguay Round.
Jordan submitted to the WTQ itsMemorandum on Foreign Trade Regime
andthereafter received severa roundsof questionsfromWTO Members
onJordan’ seconomic policiesandforeign traderegime, and engagedin
threeworking party meetingsduring thetwo yearstofollow. Realizing the
importanceof joiningtheWTO before SeattleMinisterial Conferencein
December 1999, Jordan made a political commitment to conclude
accession beforethen. To achieve such agoal inarecord time, major
economic and legidlativereformswere madeto bring the Jordanian foreign
traderegimeinto conformity with WTQ requirements. Amendmentswere
madeto existing lawsand several new lawsweredrafted especially inthe
field of intellectual property rights, amendments were made to the
Trademarksand Copyrightslaws, and new lawson Patents, Models
and Industrial Design, | integrated Circuits, Trade Secretsand Unfair
Competition, Geographical Indications, and Plant V ariety Protectionwere
enacted. In other areas, new lawswere al so enacted to replace existing
lawsthat were not in conformity with WTO requirements such asthe Law
on Standards and M etrol ogy; amendmentswere madeto the Customs
Law, General SalesTax Law, andthe Law on Unifying Feesand Taxes.
New regulationson Safeguard of National Production, Non-Jordanian
Investments, and Consular Feeswere also enacted. The Parliament held
two special sessionsto passquite alarge number of amended and newly
drafted laws.

I naddition to enactment of theforegoing legislation and revision
of itseconomic policies, made commitmentsto provideliberal accessto
foreign suppliersandinvestorson awiderangeof servicessectors.

Tariff lineswerelowered and bound to ratesranging from 0% to
30%, by theyear 2010, the maximum bound ratefor certain tariff lines
will be 20%.
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Jordan participated in threeworking party meetingson itsaccession
duringtheyear 1999 and engaged inintensive bilateral negotiationswith
16 WTO member countriesaswell. The concentrated effort by both the
government and Parliament played acritical roleinexpediting theaccession
process. On December 17 of thesameyear, TheWTO General Council
approved Jordan’ sProtocol of Accession, and the Jordanian Parliament
ratified the Law on Jordan’ s Accession to the WTO on February 24,
2000 became officialy the 136 WTO Member on April 11, 2000.

Jordanian Amendments after Membership in World Trade
Organization

Within the context of itsaccession to the World Trade Organization
(WTO) which cameinto effect on April 11", 2000, Jordan undertook
severa reforms to bring its economic policies and trade regime into
compliancewiththeWTO agreements. Special | egislationsof intellectual
property rights were amended and drafted. Laws of Standards and
Metrology, Agriculture, National ProductionProtection, General Sales
Tax, Customs, and Import and Export were amended, aswell asnon-
Jordanians’ InvestmentsRegulations. (Annex 3 listsall legidlations that
have been either amended or enacted to meet Jordan’s commitment
towardsthe WTO and Free Trade Agreements)

Accessionto WTO provides Jordan’ sgoods and serviceswith
market accessto morethan 150 countrieswithin clear and transparent
trade proceduresand laws and regul ationsin accordancewith WTO rules
and agreements. Ontheother hand, national economicreform procedures
and new |legidationsthat were enacted in preparationto joining WTO,
contributed to creating a conducive business environment attracting
investments. In addition, joining WTO provides new market access
opportunitiesfor Jordan’ sgoodsand servicesthat would result fromthe
DohaDevelopment Agenda(M ultilateral tradenegotiationsroundthat
waslaunched inWTO Fourth Ministerial Conferencein Dohain 2001.

On the other hand, and as a result of joining WTO, Jordan
liberalizeditsservicessectorsproviding market accesstoforeigninvestors
and serviceprovidersof WTO Membersin accordancewith Jordanian
lawsand regulations. Whereasingoods' trade, Jordan committed to reduce
customstariffsto reach 30% as amaximum in 2000, to be reduced to
25%in 2005, and to reach 20% in 2010 with the exclusion of alimited
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number of goods. Customstariffson vehicles, someel ectrical appliances
and someagricultural productssuch astomatoes, cucumbersand oliveail
arebound at 30%, whilethe maximum tariff on certain agricultural products
such ascitrusproducts, grapes, garlic and figs, would not exceed 50%in
gpecific calendar months

Regarding subsidiesinthe agricultural sector, Jordanisto reduce
total domestic subsidiesoffered by thegovernment tolocal agricultural
producershby 13.3% out of JDs(1,539,199) over aperiod of sevenyears
asof dateof joiningWTO. Theceiling of agricultureexportssubsidieshas
beenfixed at 0%. Whilefor export subsidiesin theindustrial sector which
areconsidered prohibited under WTO agreements, aspecial program by
the Central Bank of Jordan to subsidize exportsloans’ interests was
cancelled by December 31st, 2002. Also, under Jordan’ scommitments
under the WTO, the exemption of profitsresulting from exportsfrom
income tax isto end by the end of the year 2007. (This program was
extended to the end of 2007 asaresult to the exemption given to Jordan
and other devel oping countriesduring the4th ministerial meeting of WTO
in 2001

Conclusion

The WTO, which took over from GATT in 1995, is now an
Institutionwith supranational powers, subject to none of thechecksand
balances of parliamentary democracy. If acaseisreferredtoit, it hasthe
power to declare national | egislation on employment, public health or
environmental matters*contrary totheinterestsof freetrade” andinsist
that it be repealed.

Financial globalisationisalaw untoitself and it hasestablished a
separate supranational statewithitsownadministrative apparatus, itsown
spheresof influence, itsown means of action. That isto say the International
Monetary Fund (IMF), theWorld Bank, the Organi zation for Economic
Cooperationand Development (OECD) and theWorld Trade Organization
(WTO). Thesefour powerful institutionsare unanimousin singing the praises
of “market values’3! .

The dominant development model of our time is economic
globalization, asystemfuelled by the belief that asingle global economy
withuniversal rulesset by global corporationsand financial marketsis
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inevitable.Global WTO regimehasnot delivered thegoods but in fact
perpetuatedthe covertandovertinterestsof transnational corporations.
Inthiscontext, the balance of trade-flowsremaintiltedin thefavour of the
rich countries. Thedevel oping and poor countriescannot get thefair share
of the so-called free trade. In the prevailing situation WTO- induced

international trade, whichisvery muchinfluenced by vested- interest-
groups, will, inall the possibility, ashas been evidenced, lead to global
economicinequilibrium, resultinginto deep marginalisation of devel oping
€conomies.
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