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Attachment 1


Just how determined are private energy corporations to gain complete control of markets through deregulation?
A recent Toronto Star article that revealed a DFAIT (Department of Foreign Affairs and International Trade) plan to fully integrate all North American energy markets amply demonstrates the corporate world's resolve.
Such a North American initiative will take some time to come to fruition. But there are other plans afoot that could lock us into energy deregulation much sooner.

U.S. Eyes Canadian Energy
Washington wants trade pacts to entrench right of companies to have access to deregulated electricity markets. * Murray Dobbin* Toronto Star 13 Jan. 2003
 Negotiations on services currently underway at the World Trade Organization could result in a wide swath of government policy decisions being held hostage to trade imperatives.
The risks are particularly great in the energy sector.
Leaked documents indicate the United States is asking WTO countries to entrench a particular model of energy deregulation under the binding terms of the General Agreement on Trade in Services (GATS).
Among other things, the U.S. is asking for its energy companies to be given complete access to "contracts for the operation and management of facilities for the commercial exploration, production and transport of oil, gas, or electricity."
But the U.S. also wants WTO members to ensure its companies get "access to, and use of, essential facilities for the transportation of the energy source necessary to providers of energy marketing services."
The plan is to impose, by way of an international treaty, the model of energy deregulation preferred by the big energy companies.
The U.S. government's position on energy at the GATS negotiations faithfully reflects that of American energy corporations.
In 1999, these corporations founded the WTO Energy Services Coalition to promote GATS negotiations on energy.
E. Joseph Hillings, a vice-president of Enron, and Donald A. Deline, a director of Halliburton, jointly chaired the coalition. The Bush family's long association with Enron, and Vice President Dick Cheney's with Halliburton, are well known.
The pro-competitive energy policies the U.S. wants to make permanent under the GATS are based on the assumption that the market can perfectly calibrate the supply of electricity.
By forcing utilities to allow competitors access to their transmission lines, electricity restructuring is supposed to create new sources of supply and low prices for consumers. Prices are to be set by the market rather than regulation.
When California started down this path, consumers were promised they would be paying 20 per cent less by April 2002.
Instead, by that date they were paying 40 per cent more. California had to step in to buy electricity on behalf of distributors who had lost their credit status.
Albertans saw power prices jump from 1.4 cents a kilowatt hour in 1996, when deregulation began, to 13.3 cents in 2000, prompting the government to provide consumers with $3 billion in rebates to avoid a backlash at the polls.
Ontario will similarly spend lavishly on rebates and Britain recently provided $1.6 billion to keep the privatized British Energy from going bust in Britain's pro-competitive electricity market.


Excuses abound: If only energy companies had not manipulated California's market, if only Alberta had not drawn out deregulation, if only Ontario had not had such a hot summer, if only Ontario and Britain had not had nuclear power plants.
In California, Alberta, and Ontario the problem with the market was supposed to be lack of supply. Britain, in contrast, is experiencing a crisis in oversupply. But the results are the same, with governments having to intervene to fix markets that were supposed to run perfectly on their own.
Market advocates, though, chastise governments for their interventions and think they should just wait until the market starts behaving like the model says it should.
And if governments lock in deregulated energy policies through GATS commitments, that is exactly what they would have to do? Sit back and watch regardless of the damage inflicted by extreme spikes in energy prices.
GATS bindings and disciplines severely restrict what governments can do in sectors they have agreed to commit to under its rules. A WTO paper states that: "Bindings undertaken in the GATS have the effect of protecting liberalization policies, regardless of their underlying
rationale, from slippages and reversals ..."
But what if citizens and businesses hurt by escalating bills demand their governments reverse course?
The WTO guide to the GATS explains the agreement has the political advantage of "overcoming domestic resistance to change." In other words, it effectively hobbles democratic choice.
At a seminar of GATS experts, California's suspension of competition at the height of its energy crisis was given as an example of what GATS' commitments could block governments from doing. Price caps imposed on energy suppliers could also be challenged as a violation of GATS commitments.
While its WTO initiative to gain control of energy policy worldwide may not make as exciting newspaper copy as the looming U.S. war on Iraq, the two U.S. foreign policy initiatives have the same geo-political objective.
U.S. interests want control over world energy resources and infrastructure. Removing the ability of national governments to maintain independent energy policies is crucial to U.S. strategy.
All countries have to respond to the U.S. GATS energy request by March this year.
The revelations about the Department of Foreign Affairs and International Trade's North American energy plan strongly suggest that our trade officials intend to agree to the U.S. request.
If Canadians want to maintain any control over their energy resources in the future they have about six weeks to make their feelings known.

* Murray Dobbin is a Vancouver-based journalist and author specializing in trade issues.

Attachment 2

[Canadian] Government Exposed Health Care to Trade Challenge at the WTO - Study 
OTTAWA February 19, 2001 - Contrary to repeated assurances from the Minister of International Trade and other federal government officials that Canada's health care system is protected from trade challenge under the WTO's General Agreement on Trade in Services (GATS), a new study released today shows that the government has, in fact, recklessly exposed health care to the GATS commercial rules. 

Matthew Sanger, the researcher who conducted the 143 page study for the Canadian Centre for Policy Alternatives, made the startling discovery that health insurance has already been included in the list of Canadian services which are subjected to the full force of the GATS rules. 

"It's astonishing the government would have done this. Now all future measures are exposed to challenge," said Sanger. "So, for example, any extension of public health insurance to cover pharmaceuticals or home care would almost certainly be challenged by the multinational drug giants and US for-profit home care companies. They would be able to demand stiff compensation, and the added cost would be a huge deterrent to implementing such policies." He stated. 

The [Canadian] federal government must act immediately, according to Sanger, to fix the problem and safeguard our health care system from trade challenge. 

Sanger proposes a number of concrete measures the government must take including: 

"insist on a self-defining general exception for health care which applies to all WTO members and will not be targeted in future rounds." 

"exclude health care from the scope of the agreement, negotiate explicit exceptions and limitations to all Canada's GATS commitments which may affect healthcare services. " 

"invoke GATS article XXI to modify Canada's schedule of commitments in health insurance, and enter a limitation which shields public health insurance and ensures that Canadians can expand Medicare in the future." 

The CCPA study comes at a time when the Government is finalizing its negotiating position for a new stage of services negotiations set to begin in Geneva in late March. 

Matthew Sanger is an independent trade consultant specializing in health and social policy issues. 

The study is called "Reckless Abandon: Canada the GATS and the Future of Health Care," It is part of the ongoing work of the Trade And Investment Research Group which is coordinated through the CCPA. 

A summary is available from the CCPA website: http://www.policyalternatives.ca/
For further information and a list of experts and organizations to comment on this study, contact Bruce Campbell at 613-563-1341 ext. 302
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Beyond the WTO
Alternatives to Economic Globalization
A Preliminary Report by a Task Force of the International Forum on Globalization
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Introduction
For over half a decade, the International Forum on Globalization (IFG) has convened some of the world's leading critics of corporate-led economic globalization. IFG teach-ins, newsletters, pamphlets, and declarations have spelled out, in great detail, the dangers of the recent shift in global rules in favour of global corporations and against people and the environment everywhere.


Since the IFG's creation in 1994, the most frequent question asked by those who enter the globalization debate is: "If you are opposed to the World Trade Organization (WTO) and the current set of global rules, then what are you for?" In June 1999, twenty-two IFG Board members and associates from North and South gathered in Washington, D.C. and spent three days answering this question. 

This pamphlet is the first result of the IFG "alternatives" task force deliberations. It offers principles to undergird an alternative set of rules and institutions that would foster more dignified work, healthy
communities, and a cleaner environment. It then spells out what kind of institutions at different levels of governance could be built upon these principles. This pamphlet is a work in progress. Based on reactions to it, discussions at the WTO Ministerial in Seattle, and further meetings of the IFG "alternatives" task force, a longer, more detailed version will be issued in 2000. We welcome reactions and inputs.


I. Principles of an Alternative Agenda


The current organizing principles of the regulatory institutions of the global economy are narrow and serve the few at the expense of the many and the environment. Economic growth has been the central goal of the International Monetary Fund (IMF), the World Bank, and the General Agreement on Tariffs and Trade (GATT), as well as its successor, the WTO. 

The expansion of international trade and investment has been viewed as an end in itself. The governing formula of the past half-century has been: free trade and investment will bring prosperity, which will bring democracy. This formula has guided the declarations of U.S. presidents from Truman to Clinton as well as the policy pronouncements of most leaders the world over, particularly since the early 1980s. The persistent mantra of corporate and government leaders alike has been that the necessity of remaining competitive in a global economy requires governments to cut regulations and to encourage the most favourable climate for foreign investment, often at the cost of worker rights and environmental integrity. In the words of Council of Canadians chair Maude Barlow: "Stateless corporations have given rise to corporate states."


The "free market" paradigm is anything but free. Trade and investment are governed by increasingly complex rules that favour corporations over everyone else. And, the "free market's" beneficiaries are increasingly few. Even "consumers," touted by free traders as the greatest beneficiaries, often find that goods produced in countries with exploited workers and lax environmental enforcement are not cheaper because large firms that dominate a market can keep prices high. The big losers have been workers whose wages and benefits are bargained down by mobile firms. And, in ways that the IFG
spells out in other publications, corporate-led globalization has undermined the environment, equity, financial stability, healthy communities, food safety and security, and cultural diversity. Indeed, it is threatening the bedrock of democracy.


These adverse impacts are pulling millions of people into diverse streams of a global river of citizen backlash to globalization. These movements have pressed to stop certain aspects of globalization and to slow down others. They are pressing for new rules and new institutions to govern global economic activity. And, inevitably free trade proponents brand them as "protectionists," a moniker that is deployed as a crude insult.


A word on protectionism. The alternatives that we present in this document and that we advocate in our work are varied and cannot be reduced to a single term. We reject the traditional notion of "protectionism" in that we believe that trade of many goods and services as well as foreign investment
can be positive under the right terms and rules. At the same time, we often use the verb "to protect" to refer to the many gains in local, state, national, and global legislation that "protect" local communities, the environment, viable food systems, the health and safety of workers, and the diversity of cultures. We also point out that most current global economic rules and institutions "protect" global corporations at the expense of others.
Healthy societies are rooted in certain core principles. We outline eight core principles, which, we argue, economic policies, rules, and institutions should seek to further.


A. Democracy/Popular Sovereignty
Democracy flourishes when people organize to protect their communities and rights and hold their elected officials accountable. For the past two decades, governments have transferred much of their sovereignty to the hands of global corporations. We advocate a shift from governments serving
corporations to governments serving people and communities, a process that is easier at the local level but vital at all levels of government.

B. Favouring the Local
Economic globalization entails first, and foremost, de-localization and disempowerment of communities and local economies. A high percentage of people on the earth still survive through local, community-based activities: small-scale farming, local markets, and local production for local consumption. This has enabled them to remain directly in control of their economic and food security, while also maintaining the viability of local communities and culture. 

Even in developed countries, most jobs have traditionally been connected to local economic production. Economic globalization is rapidly dismantling this, strongly favouring economies based on export, with global corporations in control. This brings destruction of local livelihoods, local jobs, and community self-reliance.
It is therefore necessary to reverse directions and create new rules and structures that consciously favour the local, and follow the principle of subsidiarity, i.e., whatever activities can be undertaken locally should be. Whatever power can reside at the local level should reside there. 

Only when additional activity is required that cannot be satisfied locally, should power and activity move to the next higher level: region, nation, and finally globalised trade and communications. Such rules as "site here to sell here" and grounding of capital locally should be codified. Economic structures should be designed to move economic and political power downward toward the local, rather than in a global direction. (In Europe, calls by IFG members and others for globalization to be replaced by more emphasis on protecting and rebuilding local economies, has had its first political
success. United Kingdom Green Members of the European Parliament were elected in 1999 on a manifesto that called for the "Protect the Local, Globally" route to localization.)


C. Ecological Sustainability
Economic globalization is intrinsically harmful to the environment, as it is based on ever-increasing consumption, exploitation of resources, and waste-disposal problems. One of its most important elements, export-oriented production, is especially damaging as it directly increases global transport
activity, fossil fuel use, refrigeration and packaging, while requiring very costly and ecologically damaging new infrastructures: ports, airports, dams, canals, etc. It also accelerates conversion to industrial-style agriculture with corresponding increases in pesticides, water and air pollution, and
biotechnology. Such elements, combined with many other wasteful aspects of global trade, are also powerful contributors to the problems of global climate change, ozone depletion, loss of habitat, and unprecedented levels of pollution. Viable alternatives must be rooted in the principle of ecological sustainability.


D. Economic Human Rights
In 1948, governments of the world came together to adopt the United Nations Universal Declaration of Human Rights, which established certain core rights, such as "a standard of living adequate for ... health and well-being ... including food, clothing, housing and medical care, and necessary social services, and the right to security in the event of unemployment." 

Much of the past half century has been a struggle by people to press their governments to advance these rights. These rights remain as
central to human development today as they did 51 years ago. The goal of trade and investment should be to enhance the quality of life and the respect of core labour, social, and other rights.

E. Food Security and Food Safety
Communities and nations are stable and secure when people have enough food, particularly when nations can provide their own food. People also want safe food, a commodity that is increasingly scarce as global agribusiness firms spread chemical- and biotech-intensive agriculture around the world.
Some of the strongest citizen movements around the world are now fighting the juggernaut of globalised industrial agriculture. Monopoly control of food and seeds among a small number of corporations now threatens millions of farmers and tens of millions of peoples' food security and safety. Global rules of trade now strongly favour the industrial agriculture model, rapidly destroying small-scale farmers who mainly produce staple foods for local consumption. 

Globalised industrial agriculture is driving small farmers off their lands and replacing them with pesticide and machine intensive, monocultures producing luxury items for export, at great environmental and social cost. And, biotechnology brings a host of new ecological and health risks.
Any new rules of trade must recognize that food production for local communities should be at the top of a hierarchy of values in agriculture. Local self-reliance in food production, and the assurance of healthful, safe foods should be considered basic human rights. Shorter distances and reduced
reliance on expensive inputs, which must be shipped over long distances, are key objectives of a new food system paradigm.


F. Certain Goods and Services Should Not Be Traded and Should Not Be Subject to Trade Agreements
The current trend of corporations placing all goods in the market is unhealthy. The global community has agreed that trade in endangered species and in toxic wastes is wrong and global conventions have been signed to end this trade. Many countries have created national parks and, in effect, told corporations that the trees in the parks are not to be traded. These examples are indicative of a growing debate over which goods and services should not be subject to trade and other market arrangements.
The debate needs to be spread further with the goal of both preserving the "global commons" (including water, seeds, the genetic structures of life, as well as culture) and protecting people against pernicious goods (e.g., drugs, toxics, arms). In Canada, for example, activists have made a strong case that the bulk export of water will deplete critical water resources.
They also want portions of Canadian culture off limits to global corporations. In India, activists argue that certain realms of "collective property" such as seeds should not be subject to patenting by global corporations. Globally, there is a growing consensus that no life form should be patented. Likewise, we would assert that certain goods should not be traded if the process under which they are produced violates basic labour or environmental rights and standards.


G. Equity
Texas populist Jim Hightower often quotes his father: "Son, everyone does better when everyone does better." Greater equity reinforces both democracy and healthy communities. Economic globalization, under the current rules, has widened the gap between rich and poor countries and between rich and
poor within most countries. The social dislocation and tension which result have become one of the greatest threats to peace the world over.

H. Cultural, Biological, Economic and Social Diversity
A few decades ago, it was still possible to leave home and go somewhere else where the architecture was different, the landscape was different, the language, lifestyle, dress, and values were different. Today, farmers and filmmakers in France and India, and millions of people elsewhere, are
protesting to maintain that diversity. 

Tens of thousands of communities around the world had perfected local resource management systems that worked, but that are being undermined by corporate-led globalization.
Cultural, biological, social, and economic diversity are central to a dignified, interesting, and healthy life.


II. Views on Global Institutions: Internationalism, Not Globalization


The principle of subsidiarity, that decision-making should start with strong local institutions and then work up toward regional, national, and global institutions, still requires effective global institutions.
The world needs effective global institutions that will:


A. Prevent the spread of disease, conflict, and harm to the environment across borders. 

For example:
# The UN World Health Organization has been central to the global battle against the spread of HIV and AIDS, as well as dozens of other deadly diseases; it has helped countries protect themselves against the marketing incursions of tobacco, alcohol, and infant formula corporations.
# In Rwanda, the Balkans, East Timor, and other societies torn with conflict, a stronger and more ready United Nations diplomatic infrastructure and peacekeeping force could have prevented countless atrocities

.
B. Set norms on internationally agreed upon rights and standards which are largely implemented at the national level:
# The UN International Labor Organization, through a dialogue among governments, representatives of organized labour, and corporations, has hammered out over one hundred conventions that define internationally recognized worker rights. A great deal more work is needed on how to
strengthen national labour law and enforcement of existing laws through national, regional, and global mechanisms.
# The United Nations Development Programme has created an alternative measure of human welfare called the Human Development Index, which offers a much more comprehensive measure of a society's accomplishments than Gross National Product (GNP). While weak on environmental criteria, the index offers peoples' movements and governments a new measure against which to measure advancement.
# Author David Korten has begun to enumerate a strengthening of the United Nations Economic and Social Council (ECOSOC) that could provide a strong international anti-trust regime; require global corporations to adhere to the highest standards regarding human, labour, and environmental rights; and
provide guidance on other global economic reforms.
# In addition to these UN initiatives, over 200 international environmental treaties begin to lay out environmental rights and standards which nations aspire to achieve, and begin to sketch out enforcement mechanisms.
However, the trends of the past two decades have progressively weakened the United Nations system while infusing new powers into the IMF, the World Bank, and the WTO. 

The U.S. government, after being the shepherd of the United Nations' creation in 1945, has largely undermined its efforts to carry out these functions since the advent of the Reagan administration in
1981. In the name of the free market and efficiency, the Reagan administration systematically undermined UN agencies and threatened to cut off funds to stifle activity that was viewed as interfering in the market.
This is not to suggest that the United Nations has been free of corruption and that resources have not been wasted. As with most institutions of governance, much greater accountability to those it serves will enhance its effectiveness.
Since the early 1980s, the refusal of the U.S. Congress (until 1999) to pay the full dues owed to the United Nations has created a permanent crisis atmosphere in what should be the most important and stable international body. 

While Exxon and General Motors, not to mention the World Bank and IMF, are flush with resources, the United Nations is starved from fulfilling its mandate. 

What a tragic perversion of global priorities.


III. The Future of the IMF, the World Bank, and the WTO

If strengthening some United Nations agencies would enhance human security and environmental health, what should be done with the three agencies that have become the enablers of corporate-led globalization: the IMF, the World Bank, and the WTO? The answers to this question becomes clear in each instance if one asks: what are the needs in each of the realms in which these institutions function: global finance, production, and trade/investment?


A. Principles
Certain principles govern our approach to global economic and environmental institutions, principles which grow out of the eight core principles laid out at the outset of this document:
1. Subsidiarity and democracy: Global institutions should seek only to do what cannot be done at lower levels of government. All global institutions should be open, transparent, and democratic.
2. Respect lower levels of government: Global institutions should not undermine national rules, unless those rules violate fundamental human rights. Hence, a global trade body should not have the power to rule that a nation's environmental law is an "unfair barrier to trade." No global body should challenge a nation's imposition of capital controls. At the same token, countries that allow slavery or bonded labour should not be able to trade freely goods made under those conditions.
3. Stronger global institutions are needed to fight global harms: Stronger global environmental agreements with enforcement powers are needed.
4. More limited powers and mandates for the IMF, World Bank, and WTO will create more space for healthy development: Walden Bello points out that many countries experienced their most vibrant development (Latin America in the 1930s; East Asia in the 1960s) when global economic institutions were weak or non-existent. Bello argues that strong rules protect the strong and weak rules advantage the weak. 

The IMF, World Bank, and the WTO have primarily been protecting strong corporations over people and the environment.
Stronger regional institutions in Asia, Latin America, and Africa would allow for weaker global institutions.
5. It's the Development Model, Stupid: The IMF, World Bank and WTO have been promoting a development model that places a premium on maximum trade and investment. This model has been devastating for workers, the environment, equity, and financial stability. (Harvard economist Dani Rodrik has pointed out that there is not even a statistical correlation between trade and investment liberalization and economic growth.) Alternative models that emphasize domestic production for domestic markets and that refocus trade and investment on serving national needs will be more resilient and sustainable.
With these principles in mind, we turn to the three main realms of global economic activity: finance, production, and trade/investment, in order to suggest new roles for the governing institutions.

B. Finance and the IMF: An Emerging North-South, Citizens-Labor Agenda on Global Finance
(The recommendations in this section are drawn from the December 9-10, 1998 Washington, D.C. conference on "Toward a Progressive International Economy," sponsored by Friends of the Earth, the International Forum on Globalization, and the Third World Network.)

PRINCIPLES
1. Reorient financial flows from speculation to long-term investment: The rules and institutions of global finance should discourage all speculation and encourage long-term investment in the real economy in a form that supports local economic activity, sustainability, equity, and poverty
reduction.
2. Reduce instability and volatility: The rules and institutions of global finance should seek to reduce instability in global financial markets.
3. Enhance local and national political space: The rules and institutions of global finance should allow maximum space for national governments to set exchange rate policy, regulate capital movements, and eliminate speculative activity.
4. Keep private losses private: Governments should not absorb the losses caused by private actors' bad decisions.
5. Address the imbalance between growing private flows and shrinking public flows: The rules and institutions of the global economy should seek to decrease private speculative flows while increasing those public flows that support sustainable and equitable activities.


INTERNATIONAL/MULTILATERAL AGENDA


1. Create an International Bankruptcy Mechanism (to reduce "moral hazard") Outside the IMF: 

An international debt arbitration panel should be established to ensure that financial crises and sovereign debt obligations do not place undue burdens on countries and also to prevent a liquidity
crisis from becoming a solvency crisis. When sovereign debt service threatens the welfare of a country's people, the panel would restructure and/or cancel debts so as to ensure that important social services are not compromised in an effort to meet debt obligations.


2. Substantial Debt Reduction Detached From IMF and World Bank Conditions:
Currently, debt payments cripple the ability of many developing countries to invest in development. Any resolution to this crisis must include an expansion of the resources available, and the countries eligible, for bilateral and multilateral debt relief. This relief should not be conditioned on IMF and World Bank structural adjustment programs and it should allow countries to dedicate sufficient resources to health care, education, social services, and environmental protection.


3. IMF Reform: Member governments should insist that the IMF enforce Article 6 of its own charter, namely that the IMF should oversee capital controls, not capital account liberalization, and that it should end structural adjustment. With the establishment of the bankruptcy mechanism above, the
IMF need only retain minimal capability as lender of last resort and gather and publish international economic data. Decision-making by the IMF board needs greater transparency and accountability. This could be fulfilled, in part, by introducing greater democracy in voting and publicly releasing all information about its operations.


4. Establish Speculation Tax: The governments of the world's major currencies should levy a tax on certain international transactions so as to discourage speculative and herd behaviour in international capital flows.

REGIONAL AGENDA
1. Regional Crisis Funds: We support the creation of regional funds outside IMF control to ensure a quick response to crises while maintaining regional sensibilities and interests.


NATIONAL AGENDA
1. Retain the Right to Apply Speed Bumps and Capital Controls: The rules and institutions of the global economy should allow maximum space for national government policy making to regulate the amount, pace and direction of capital movements.
2. Eliminate Short-term Manipulative Instruments: National governments should set regulations and incentives on cross-border transactions so as to eliminate capital flows that are entirely speculative (e.g. gambling on market fluctuations as differentiated from hedging risk) and can undermine the real economy.
3. Maintain Stable Exchange Rate Regimes: National governments should strive to reduce the volatility that has characterized exchange rates since the collapse of the Bretton Woods arrangements in the early 1970s. Any international regime should reinforce the ability of governments to maintain
this stability.


LOCAL AGENDA
1. Democratize Mutual Funds and Pension Funds: Local and national regulations and taxes should be structured in such a way so as to encourage local investment and control of local capital. Local education initiatives should also inform citizens about the power of using their assets.


C. Production and the World Bank
The World Bank began with a lofty and worthwhile mandate to provide low interest, long-term loans to help rebuild a world destroyed by world war.
Confined to this mandate, it could have done much more good than harm.
Unfortunately, the Bank has evolved into a key purveyor of the corporate-led "free trade and investment" development paradigm. It has become an institution that subsidizes large energy and agribusiness corporations to break into new markets. These corporations have been the prime beneficiaries of hundreds of billions of dollars of low interest World Bank project loans.
Other corporations have benefited from World Bank loans which build roads, electrical grids, and power plants that too often serve global corporations and not the local population. 

Since 1980, the World Bank has also used its considerable leverage to press for the "structural adjustment" of developing country policies towards privatization, deregulation, and trade and
investment liberalization. Regional development banks along the World Bank model have been set up for Latin America, Asia, Africa, and Europe and have largely copied this failed model.
These institutions fail in part because they push the wrong development models and in part because they are simply too large to respond effectively to the needs of people on the ground. It is true that people in their individual capacities and small entrepreneurs often need loans. Yet the World Bank and its regional affiliates are ill equipped to meet these needs.
Much smaller regional, national, and local institutions that respect basic democratic principles and are shaped to meet local needs can do a much better job.

D. Trade/Investment and the WTO
The most fundamental problem with the global trade order is the mandate of the governing institution: the World Trade Organization. Ironically, it is the one institution with roots in a dialogue over at least some of the eight principles laid out earlier. 

A very healthy debate was launched after World War II about the need for a global trade and investment institution that could help generate full employment and protect worker rights around the
world and that could help protect against what were then referred to as "global cartels," small groups of corporations that were gaining too much power in one sector. These broad-based goals where enshrined in a Havana Charter of a proposed new body: the International Trade Organization (ITO).
The U.S. Senate raised objections to this broad mandate, and the ITO never opened its doors. Instead, governments created a smaller body whose mandate was centred on reducing tariffs on trade in manufactured goods: the General Agreement on Tariffs and Trade (GATT). 

This body, with its narrow trade expansion mandate, evolved into an institution that promoted corporate rights over the broader social agenda. 

Without a broader social and environmental mandate, increased trade after World War II benefited some but at the expense of many.
In 1994, the expansion of the GATT mandate into a much more powerful WTO deepened the imbalance. The WTO took on increased powers in areas unrelated to trade. 

The WTO limits governments' ability to put controls on investment and it gained new powers to enforce its interpretation of trade and investment rules through sanctions. It gained new powers to protect the so-called trade-related "intellectual property rights" of corporations. 

With a series of rulings that negate national environmental legislation, the WTO has become a nightmare for environmentalists and has undermined democratic development around the world.
Among the organizations and individuals in the IFG community, there is a unified vision that the mandate and powers of the WTO should be significantly reduced in accordance with the following observation of Indian scholar/activist Vandana Shiva: "The future is possible for humans and other
species only if the principles of competition, organized greed, commodification of all life, monocultures, monopolies, and centralized global corporate control of our daily lives enshrined in the WTO are replaced by principles of protection of people and nature, the obligation of giving and sharing diversity, decentralization and self-organization enshrined in our diverse cultures and national constitutions."
IFG participants have called for no new issues in the WTO, no new round of trade talks, no further liberalization negotiations, and that a democratic review of the last round be undertaken. In addition, IFG participants recommend the following fundamental changes in a global trade body:


# the mandate should reflect the principles as stated above by Shiva.


# The body's decision making should be democratic: decisions should derive from majority voting, not the current WTO "consensus" model where the rich countries dominate; representatives of civil society should be at the table.


# No patenting of life forms and no intellectual property regime.


# The subordination of global trade and investment rules to national and local governments' decisions about conditions on investment within their borders. Every government has the right to set development priorities, protect the commons, set performance requirements on investment, control
financial speculation and curb capital flight.


# The subordination of global trade rules to global environmental agencies.


# The elimination of agriculture from global trade rules to allow countries to pursue food security and sustainable farm policies.
Some within the IFG go a step further and advocate the elimination of the WTO altogether and its replacement with stronger regional bodies that facilitate cross-border dialogue and interchange. Strong local, national, and regional bodies that encourage investment in dignified work, healthy communities, and a clean environment would go a long way toward fulfilling the needs of the public. Cross border trade and investment in this context would support sustainable communities rather than undermining them.

The principles and proposals in this preliminary IFG report are offered to help fuel debate and dialogue around the world. Clearly, there are viable and realistic alternatives to the current trade and investment disorder.
Thousands of peoples' organizations around the world are beginning to rally around these and other proposals. The Alternatives Task Force continues to work on this publication and welcomes public input. All comments can be emailed to the editor, John Cavanagh: jcavanagh@igc.org
Back to IFG Home http://www.ifg.org/beyondwto.html
Attachment 4
Australia - at the crossroads, or beyond?

On Sunday 15 December 2002 the ABC Radio National program Background Briefing presented an edited version of a paper given by Will Hutton to the Cheltenham Literature Festival in the United Kingdom.  

Will Hutton is a former economics editor of The Guardian newspaper, a former editor of The Observer, a columnist, author and Chief Executive of the WORK Foundation in the UK, and author of "The World We're In".

This edited version of his paper, which serves as the catalyst for this article, is published on the ABC website: www.abc.net.au/rn/talks.bbing/stories/749188.htm 

Also on our website: www.satcom.net.au/supportincome

In this paper Will Hutton looks at the differences between United States policies based on a strong economy and the European policies based on a strong society and questions which direction the United Kingdom is following.  As Kirsten Garrett stated when introducing the session, "Will Hutton's speech was an argument that Britain retain its core values, and its connections with a European social framework.  As the world shapes itself over the next few years and faces economic and military crisis, there is a European idea of the good society that must form the benchmark for politicians to succeed, he says.  Britain must align with Europe, not America."

How does this argument relate to Australia?

Is there a question whether Australia also should retain its core values, and its connections with a European social framework?  After all, as with the United States, Australia was founded by people with a European background, and there should be some basic affinity with European social aims and aspirations.  Is Australia at the crossroads, as Hutton believes the position is with Britain?   Or has the conservatism and economic fundamentalism of the Howard governments, and to a lesser degree the
previous Labor governments, combined to determine Australia's alignment with America?  Has the die already been cast?

As we consider some of the points raised by Hutton illustrating the differences between American and European policies it is easy to come to the conclusion that the die has been cast.  On matters of principle, where we read United States in his paper we can almost without exception read Australia.  

There is in principle a strong similarity between United States and Australian social and economic  policies.  Australia appears to have cut its ties with Britain and with Europe in relation not only to social and economic policies but also to national and international security. Australia appears to be committed to endorsing and following United States policies and procedures.

Or is there still time to change?  Is there still a strong liberal representation questioning the direction Australia is taking, and desperately looking for a political voice?  Is Australia still at the crossroads, or have we passed the point of no return?

As Hutton points out, in the United States today there is still strong support for more liberal views, but this support has been overwhelmed by the power of the conservative, fundamental economic approach and the influence of money in American politics.  

The conservatives, in his view, "don't just hold political power, they actually dominate the country culturally, they dominate it intellectually, its become very difficult indeed in the States to say "I'm a Liberal and I'm proud of it", it's almost a tag as bad as being a communist in the era of McCarthyism."  

Just as President Bush has stated to the international community that you are either with us or against
us, so the conservative approach to political opponents is also you are either with us or against us.  There is no room for compromise.  There is the arrogance of saying we are right, and if you do not agree then you are wrong.

Is this scenario familiar to the people of Australia?  Is this intellectual and cultural dominance of society as apparent in Australia as it is in the United States?  Certainly, in recent times it has become apparent on an almost day by day basis.  

People who question the merits of mandatory sentencing or tougher policing and sentencing regulations are "soft on crime".  People who express concern about the treatment of asylum seekers
are "soft on national security".  People who are concerned about the level of welfare assistance for the poor and the disadvantaged are labelled "the big taxers and big spenders".  And so the list goes on.  At the highest level this becomes a political strategy to claim that disagreement with government policy implies a lack of policy.

Hutton introduces what he considers are the three great clusters of values that unite the Europeans and which he claims American liberals also believe in.

The first is a belief in a social contract.  A belief that there is such a thing as society.  A belief in a social contract which will embrace some guarantee of a minimum income,  underwriting the social rights of individuals, a health service providing for everybody and free at the point of use, an educational system giving every child an opportunity to maximise his or her potential, and a roof over everybody's head.

He claims that Europeans have a "passionate belief that a social contract is the precondition for living in a just order.  American liberals agree. American conservatives say No.  They say that that is immoral.  They say that the redistribution of income from those who work really hard and thus
show themselves to be moral beings and industrious beings, to those who have not worked hard because they are poor, morally undercuts the moral basis of that society."

Do Australian conservatives also say No?  It appears so, and furthermore they have introduced the term "dole bludger", and more recently the term "welfare cheat", and the concept of "mutual obligation" to help maintain the high moral ground.

Hutton goes on to explain that "these are two different views of the world, and they've become very harshly into focus over the last 20 years.  

From America we are told that the Welfare State constructs dependency, that the Welfare State is immoral, that the best kind of education is private rather than State, that one shouldn't actually provide a universal health system, because people should be incentivised to look after themselves, that they
will become more responsible beings.  And that view of the world has actually become through the IMF, through the World Bank, through the pages of our business press and our broadsheets, has bit by bit by bit become part of the international consensus.  And we in Europe have been told that our social contracts are actually things that are burdens.  They're costly, they get in the way of our competitiveness, they generate unemployment, we should minimise them, we should follow the American way."

His response to that claim is to point out that:



"Europe is a high productivity area."  "in the mid-1960's productivity measured as output for every hour that was worked across the EEC of six, as it was then, was about two-thirds of America.  A generation later, and the EEC, now the EU, has overtaken America.  France has higher output per hour,
so does Holland, so does Belgium, so does North Italy, so does Germany.....Even Ireland's output per hour has now jumped to match that with America.....the one country where the gap remains as big as it was 35 years ago ....following the American way.....is us [Britain]"

"Life expectancy for men in every European country is greater than life expectancy for men in   America."  (42 million Americans don't have any health insurance whatsoever)

"Although top American universities are the best in the world, the State schools, especially in run down areas, are absolutely horrible.  As a result, 40% of American 18-year-olds have no vocational or no academic qualifications.  Everywhere in Europe the figure is 10% or lower."

"Social mobility in Europe is higher than America.  Chances of moving up are much greater than in America.  The exit rates from poverty, from the bottom 20% in America are lower than in every country in the EU."

"Meanwhile at the top, those wonderful universities.....are producing a new class of rich who are becoming self-perpetuating."  "It's best if you come from a rich family.  In 1980 you were four times more likely to get a college degree if you were rich than poor.  In the year 2000, ten times more
likely."

Is there a pattern emerging within society in Australia that our beliefs in relation to the Welfare State, to health and education, and to a social contract, are bringing us more and more into line with America?

The second cluster of values relates to big business organisations.  Hutton makes the point that in Europe "we understand that there are limits to the degree to which the wealthy and the propertied can declare independence from the society of which they are part, that they have reciprocal obligations to
the society of which they are part."  Likewise with organisations.  It may be great to be operating successful enterprises in free markets, but it is not a licence to do whatever you want.  Business organisations "have to live by the same value system, fairness and justice, organisational justice, as
the wider society beyond."

Hutton then goes on by referring to the changes that have occurred in the past 30 years in the United States as the philosophy of big business has changed.  The great organisations in both Europe and America had what he calls "organisational reasons to be".  However, there have been changes, and
he uses the example of Boeing and Airbus to illustrate these changes.

Boeing was an organisation committed to building the best planes - that was it's organisational reason to be.  But today the new view in Wall Street is that all that counts is maximising share value.  Boeing has "ceased to be a company dedicated to engineering excellence".  On the other hand all of the
innovative new planes are going to be built by Airbus.  Airbus today is building great planes "to serve an idea of what it means to be in the 21st century, they're not just profit maximisers".  "Airbus has got a longer order book in every category of aircraft manufacturing than Boeing."

In Australia we are seeing the impact of the market on big business in the same way as in the United States.  Institutional investors in particular are placing the emphasis on share value rather than on longer term organisational growth.  No better example than Telstra, and the drive to maximise share value to provide a higher return to government with full privatisation.  

How far have we moved along the American path?  Is there a danger that our large organisations like Telstra will place higher importance on market value than on industrial excellence and product
development?  Have the banks, for example, already moved that way with greater reliance on charges and fees rather than banking services to lift the bottom line?  And to what extent have some organisations in the insurance industry, in the high technology industry, in the financial
services industry, failed to live by the same value system as the wider society beyond?

The third cluster of values, which Hutton claims connects all Europeans, including Britain at this stage, is a belief in what he calls "public-ness".


Public-ness is the quality of public service, of public participation,  of public interdependence.  He quotes one example to highlight the difference between the American and the European approach - the human genome project which mapped the Book of Life.  "We in Europe wanted the information to be
free to humanity.  The Americans argued it should be privatised and patented and given to giant corporations so they could exploit it.  Public-ness against private."

"We need public-ness in order to complete, to connect, to express our interdependence.  Now that's a value which is absolutely at the core of us in Europe"  However, in the States, "the conservative tradition argues that public is coercive, that any expression of the public "to say the States should do this, or the committee should do that, that's to get in the way of individualism and liberty, and that those are the values that any civilisation must hold at its heart."

Hutton goes on to say that "one of the great American philosophers of the Right, Leo Strauss, argues precisely this point.....Strauss argues that the just society is not about redistribution, or about the rule of law, it's about you, sir, and you, madam, being a moral being, and the way you demonstrate your morality is that you work hard and you worship God and you have no truck with the State, you accept no welfare cheque, and any society constructed around that model is amoral and incorrect."  On the other hand,


Hutton argues that "we in Europe don't take that view.  These three great classes of values; the social contract, an idea of enterprise and the notions of obligations of rich to poor, idea of public-ness of the public realm, underpin what we in Europe do, and I submit that the core value that links all those three things is interdependence, either expressing it or doing it."

Finally, Hutton makes a plea that Britain come out and say what it stands for.  There must be values which underpin our behaviour in the 21st century.


Britain should come out and say that "interdependence is going to underpin the way we're going to run our hospitals and schools and transport and pensions - our great organisations in the public and private sectors alike.


Public-ness is something we're going to hold dear, we're not going to privatise every damn thing that moves.  We're going to insist on working with other Europeans who share our values."  That must be what we stand for, and "it's under threat from the new orthodoxies that have come from the very
particular and eccentric philosophy of the United States."

If it can be accepted that capitalism is not a rigid philosophy with iron laws as put forward by extreme economic fundamentalists, but rather a philosophy which can be "shaped and contoured", then Hutton claims there is no reason why Europe should not retain it's kind of society in the face of the energy and power of the large corporations.  It is possible to retain the profit motive, to retain market principles, and still make very distinct economic and social changes.
This leaves the question of Australia's future still unanswered.  Just how far have we travelled along the road of America's "very particular and eccentric philosophy"?  Is our quest for a free trade agreement with the United States taking us one step further along that course?  Hutton may have been talking to Britain - can we use his thoughts, his ideas, his research, his findings to talk in a similar vein to Australia?

Or is it all too late?  Where we read United States or America in his paper, can we now read Australia?

__________________________________________________________________________
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Attachment 5

WTO and Environment, Health & Safety

The WTO in its six years of existence has undermined health, safety and environmental standards, human rights advocacy efforts and democratic accountability in policy-making in worldwide. The Tuna-Dolphin, Shrimp-Turtle and Venezuela Gas rulings reveal a systemic bias, in both the WTO rules and the WTO dispute resolution process, against the rights of sovereign states to enact and effectively enforce environmental laws. All three rulings have led (or if implemented will lead) to the weakening of the laws in question. 

In 1992 a GATT panel ruled against the US Marine Mammal Protection Act (MMPA) law, forbidding sale in the US of tuna caught by domestic or foreign fisheries using techniques that had killed hundreds of thousands of dolphins. Four years later the Clinton Administration lobbied Congress intensively to amend the MMPA to implement the GATT ruling. This followed Mexican threats of a WTO enforcement case. In 1999 the US again imported tuna caught using mile-long nets set around schools of dolphins. In fact, under the Clinton Administration-pushed MMPA amendments, this tuna can be certified as "Dolphin-Safe."

In the Shrimp-Turtle case, the appellate WTO panel ruled against the effective implementation of a law requiring all foreign- and domestic-caught shrimp sold in the US to be harvested while safeguarding endangered sea turtles. 

The US turtle protection rules fell under the Endangered Species Act. This ruling, if implemented, will emasculate the U.S. law by requiring the elimination of the provisions requiring foreign countries to mandate use of Turtle Excluder Devices (TEDs) on their shrimp trawlers. The US will only be allowed to target individual shrimp boats and will encourage the practice of "shrimp-laundering," whereby shrimp that are harvested on boats without TEDs, but are imported on boats with TEDs, are passed off to US consumers as "turtle-friendly." 

In the Venezuela gas case, the US was forced to amend gasoline cleanliness regulations under the Clean Air Act, adopting a policy towards limiting contaminants in foreign gasoline that EPA had earlier rejected as effectively unenforceable.

When a Mississippi jury slapped a $500 million judgment on Loewen Group, a Canadian funeral-home chain, in 1995 for breaching a contract with a hometown rival, the company quickly settled the case for $129 million but then decided to appeal. But instead of going to a US court, the Canadians took their case to an obscure three-judge panel that stands distinctly apart from the US legal system. And that panel's decision cannot be appealed.

Thanks to some fine print in the 1994 North American Free Trade Agreement, the case of Loewen Group vs. the US is just one of two dozen wending their way through a little-known and highly secretive process. The panels, using arbitration procedures established by the World Bank, were supposed to ensure that governments in the US, Mexico and Canada would pay compensation to any foreign investor whose property they might seize. US business groups originally demanded the investor-protection mechanism, noting that the Mexican government had a history of nationalising its oil, electricity and banking industries, including many US assets.

But even some of NAFTA's strongest supporters say that clever and creative lawyers in all three countries are rapidly expanding the anti-expropriation clause in unanticipated ways. 

"The question in a lot of these pending cases is, will the panels produce a pattern of decisions that the NAFTA negotiators never envisioned?" says Charles E. Roh Jr., deputy chief US negotiator for
NAFTA, now a partner at Weil, Gotshal & Manges LLC. Some of the early indications, he says, "are troubling."

In one case, a NAFTA panel issued an interpretation of the Mexican Constitution, an authority the NAFTA negotiators hadn't intended to give the panel. In the dispute, a California waste disposal company, Metalclad Corp., was awarded $16.7 million by a NAFTA tribunal after the governor of the
State of San Luis Potosi and a town council refused the company a permit to open a toxic waste site. The company had asked for $90 million in damages, insisting that the state and local governments had overstepped their authority.

The majority of the cases are yet to be decided, but the NAFTA panels are controversial nonetheless. For one thing, they are already pitting environmentalists and federal, state, and local government regulators in all three countries against multinationals. 

The basic disagreement: Business groups want to include NAFTA'S strongest investor-protection provisions in all future free-trade agreements, while many environmentalists would like to scrap the entire procedure as an impediment to government regulatory action. The cases are also complicating efforts to negotiate free-trade agreements with Chile and the hemispheric 34-nation Free Trade Area of the Americas.

Washington's problem: While such panels may favour US businesses abroad, foreign plaintiffs would enjoy the same such privileges in the US And that could end up giving them protections against regulations far beyond those domestic companies enjoy in their own courts. What's more, states and
municipalities have also warned that their ability to govern is being compromised by "a new set of foreign investor rights."

In some cases, the NAFTA suits seek damages for government decisions that are clearly legal but can be questioned under vague notions of international law. For example, a Canadian chemical company, Methanex Corp., bypassed US courts to challenge California's ban on a health-threatening gasoline
additive, MTBE that has been polluting municipal wells and reservoirs. 

In its $970 million claim, Methanex said California Governor Gray Davis had been influenced in his decision by a $150,000 campaign contribution from US-based Archer Daniels Midland Co., the maker of a rival gasoline additive. The campaign contribution was legal, but Methanex' lawyers argued that the Davis decision was "palpably unfair and inequitable" because of ADM's influence. Such an argument would be unlikely work in a US court.


No laws can be overturned by these panels, but the cost of defending against a NAFTA lawsuit may run so high that it could still deter agencies from imposing strict regulations on foreign companies, critics charge. They point to a decision by Canada not to restrict cigarette marketing after Ottawa was
threatened with a NAFTA case by US tobacco companies. 

In another potentially intimidating move, United Parcel Service Inc. is seeking $160 million in damages from Canada, arguing that the state-owned Canadian postal system, Canada Post, maintains a monopoly on first-class mail and delivers parcels with private Canadian partners.



But right now, the Loewen case is the one in the spotlight. The Mississippi trial was so theatrical that Warner Bros. Inc. and film director Ron Howard have acquired the movie rights, according to attorneys in the case. Canadian funeral chain founder Ray Loewen was vilified as a foreigner, a "gouger of grieving families," an owner of a large yacht, a racist, a customer of foreign banks, and greedy besides, according to the transcript. Yet the State Supreme Court refused to waive the appeal bond, which had been set at $625 million - to be posted in 10 days. (The largest previous verdict in the
state had been $18 million.) Loewen filed for bankruptcy protection in 1999 but is hopeful that the imminent NAFTA ruling will revive the company.

Although many of the current cases raise questions, business groups insist that NAFTA-like panels are needed in all trade deals because so many developing nations have poor judicial systems. But they allow that the process may still need some tweaking. 

"Of course, if I look at the filed cases so far, I could write a pretty scary story," says Scott Miller, a
Washington lobbyist for Procter & Gamble Co. And Eric Biehl, a former top Commerce Dept. official, who supports NAFTA, wonders, "how does some mechanism on a trade agreement that no one ever thought much about suddenly get used to open up a whole new appellate process around the U.S. judicial system?" That's a question a lot more people may soon be asking.  

By Paul Magnusson in Washington Copyright 2000-2001, by The McGraw-Hill Companies Inc. All rights reserved.


In accordance with Title 17 U.S.C. Section 107, this material is distributed without profit to those who have expressed a prior interest in receiving the included information for research and educational purposes. 

(Source: Margrete Strand Rangnes Field Director Public Citizen's Global Trade Watch 215 Pennsylvania Ave, SE, Washington DC, 20003 USA mstrand@citizen.org & www.tradewatch.org)

Attachment 6
Globalization Today *

By Jeremy Brecher and Tim Costello 
Since the beginning of the new millennium, the process of global economic integration we call globalization from above has sped from crisis to calamity. That has intensified both the need for and the strength of the convergence of social movements we call globalization from below. 

End of the Global Gilded Age 

The corporations, governments, and elites that promoted globalization from above promised that it would bring prosperity, democracy, and peace. But globalization has in fact entered a new, more destructive phase marked by recession, repression, and militarization. From an era of undemocratic and exploitative rulemaking we have entered an era of piracy and plunder. 

By 2002, the United States, Europe, Latin America, and most of Asia had entered the first worldwide recession since the 1970s.1 According to Joseph Stiglitz, former chief economist at the World Bank, 

“Already we see inklings of the downward spiral that was part of the Great Depression of 1929. … Every week brings new records … [including] the largest increase in unemployment and decline in manufacturing in two decades … [and] the slowest growth in nominal GDP in any two consecutive years since the 1930s.” 

Global linkage of this downward spiral is as much an aspect of globalisation as the global currency market or the WTO. European economies, for example, were widely expected to be little affected by the US downturn, because North America is not a major market for them - but they are being severely hurt by the decline in Latin American and Asian markets that are in turn being hurt by the US bust. Globalisation, supposedly the solution to the worldwide recession of the 1970s, has instead become central to the problem. 

The collapse of Argentina shows how the promises of globalisation from above have been realized. Described by the Financial Times as the “IMF’s star pupil,” Argentina has suffered four years of recession and seen wages slashed while unemployment rose to 20 percent and underemployment to 15 percent. 

In a country with some of the world’s richest natural resources, one-third of Argentines are living in poverty. As one IMF-sponsored austerity plan followed another the people of Argentina finally went into the streets to demand a halt. The result was the fall of four presidents in quick succession and the largest default of sovereign debt in history. 

The collapse of Enron shows that the so-called new global economy was largely a fraud, with soaring paper profits based not on real economic activity but on speculative fiction. It reveals the true meaning of privatisation, deregulation, neoliberalism, and globalisation. 

Lord Wakeham, who oversaw the privatization of British electricity in the 1980s under Margaret Thatcher, turns out to have been a member of Enron’s audit committee. Rodolfo Terragno, Argentina’s former minister of public works said he was pressured to let Enron build a pipeline in Argentina and pay just 15 percent of the international market price for gas. 

When George Bush was vice president of the United States, Terragno received a mysterious call from Washington. “Mr. Minister, I’m the son of the vice president,” he recalls the person saying. “I’m calling you because I know you have a proposal from Enron sitting on your desk. I want to tell you that in my opinion this would be a good thing for your country.” 

According to Human Rights Watch, “Enron was complicit in human rights abuse in India.” Local groups opposed a huge Enron project in Dabhol over concerns about “corruption and the hasty negotiations over the terms of Enron’s investment.” 

Farmers complained that “the power plant had unfairly acquired their land and had diverted scarce water for its needs.” Local activists raised concerns over environmental damage. 

Human Rights Watch documented how “police raided a fishing village where many residents opposed the power plant. They arbitrarily beat and arrested dozens of villagers, including Sadhana Bhalekar, the wife of a well-known protester against the plant. They broke down the door and window of Bhalekar’s bathroom and dragged her naked out into the street, beating her with batons … Bhalekar was three months pregnant at the time.” 

Nonetheless the US government lobbied India aggressively for the plans and provided Enron nearly $300 million in loan guarantees. (Shortly after coming into office, Vice President Dick Cheney lobbied for the project with Sonia Gandhi, leader of India’s main opposition party.) 

Meanwhile, the promise that a global economy would “lift all boats” has only been fulfilled by a still more devastating race to the bottom. Take, for example, that paragon of export-oriented economic development, the Mexican maquiladora zone. 

In 2001, nearly 100 maquiladoras shut down and 200,000 maquila workers lost their jobs. The reason is not only the recession in the United States, but international competition to lower the price of labour. The average take-home pay for entry-level maquiladora workers is $4 to $5 per day; with payments for transportation, meals, and government fees, a worker costs a company $2 to $3 per hour. 

But according to the New York Times, “The problem is that those figures are far higher than average wages for low-skilled factory workers in El Salvador, where the owners pay an average of $1.59 an hour; the Dominican Republic, where it is about $1.53; Indonesia, about $1.19; and China, about 43 cents.” 

In many countries, the international race to the bottom promotes an internal race to the bottom. Mexican President Vicente Fox bragged, “In southern Mexico, we are establishing the same conditions as Guatemala or China. Maquiladoras do not have to leave Mexico. We can offer them the same level of competitiveness.” 

But even in the desperately poor Mexican South wages aren’t low enough to attract the maquiladoras abandoning northern Mexico. According to Rolando Gonzales, president of the Maquila Industry Export trade association, “Instead of going south, they are going to China.” 

So are jobs from Taiwan, South Korea, Singapore, Thailand, Central and South America, and Japan. 

In 2001, Taiwan had the steepest drop in GDP in the half century since records first were kept as “tumbling electronics exports slashed companies’ profits and accelerated their flight to China, where costs are lower.” 

The race to the bottom is forcing nations to trade away their entire systems of worker protection and job security. Even in the rich countries of Europe and North America, workers’ economic security has been eroded. Economic insecurity is the face of globalization in daily life. 

From Globalization to Unilateralism 

The movement for globalization from below arose in the context of elite efforts to create new global rules and to impose common global corporate interests through institutions such as the WTO, the IMF, and the World Bank. Opponents argued that these rules favoured the strong against the weak and the rich against they poor. They fought against such rules and for ones that would lead to greater economic and social justice. 

The United States was a leader in the rulemaking, and the rules generally incorporated special benefits to the US government and US-based corporations. However, the Bush administration has initiated a policy that has been dubbed “unilateralism” in contrast to the rulemaking that characterized the previous era of globalization. 

In the past, as a German official put it in the New York Times, Washington determined its national interest in shaping international rules, behaviour, and institutions. “Now Washington seems to want to pursue its national interest in a more narrowly defined way, doing what it wants and forcing others to adapt.”1 

From its inauguration in January 2001, the Bush administration undermined one effort after another to address world problems on an international basis. It skipped out on the Kyoto Protocol on global warming, scuttled efforts to control biological weapons, refused to support an international war crimes tribunal, withdrew from efforts to limit nuclear proliferation, and renounced the Anti-Ballistic Missile Treaty. 

After the September 11, 2001, attacks on the United States, the Bush administration called for a coalition against terrorism, but in fact pursued a still more unilateralist policy. This was embodied in Bush’s January 2002 proclamation that the United States confronted an “axis of evil.” 

As Secretary of State Colin Powell explained, “We can’t have our national interest constrained by the views of the coalition [that supported the US war in Afghanistan].” 

But US unilateralism is also evident in its global economic policy. In the IMF, for example, it has subordinated even neo-liberal principle to short-term national policy, dictating the abandonment of Argentina, while demanding massive loans to Turkey as an ally in the “war against terrorism.” 

While the United States gives lip service to free trade, the Bush administration in fact has moved far toward unilateral protectionism, for example in its protection of the US steel industry and the protectionist commitments it made to win passage for so-called fast track trade authority. 

From Globalization to Globalised Repression

The advocates of globalization from above once projected a benign future in which free trade and economic cooperation would bring peace and stability. Instead we are seeing an escalation of war, preparation for war, and political repression. 

US unilateralism is rapidly setting the tone for a global war of all against all. Its justification for its attack on Afghanistan as “harbouring terrorists” was repeated almost word for word by India, Israel, Russia, and China as they announced their own attacks on political enemies at home and abroad. 

The use of the “right of self-defence” as a justification for a unilateral decision to attack any country one accuses of harbouring terrorists provides a pretext that all national leaders can now use to make war against anyone they choose in complete disregard of international law. 

Many will echo the Italian officials who recently proclaimed that, “like George W. Bush they have the right to put their national interests first.” 

The Bush administration’s 2002 arms budget will be larger than the arms budgets of the next 19 countries put together. Its escalating rhetoric, from the “war against terrorism” to the “axis of evil,” has provided a model for belligerence and potentially for nuclear conflict from India and Pakistan to Israel and Palestine. 

This militarization of conflict has been justified by the terrorist attacks against the United States, but, as a New York Times editorial points out, “Bush is using the anti-terrorism campaign to disguise an ideological agenda that has nothing to do with domestic defence or battling terrorism abroad.” 

Another popular claim of globalization from above was that it was bringing democracy and human rights to the world. But according to a global survey by Human Rights Watch, “The anti-terror campaign led by the United States is inspiring opportunistic attacks on civil liberties around the world. … Some countries, such as Russia, Uzbekistan, and Egypt, are using the war on terror to justify abusive military campaigns or crackdowns on domestic political opponents. 

In the United States and Western Europe, measures designed to combat terrorism are threatening long-held human rights principles.” 

In place of global democratization, we are seeing globalised repression, including racist profiling, wiretapping, and military tribunals. 

Meanwhile, global capitalism has replaced democracy with kleptocracy. The Enron scandal has shown that crony capitalism dominates the politics of the United States. 

The collapse of Argentina has led its population to conclude that virtually every political force and institution, from the Supreme Court to the political parties, are irredeemably corrupt. Citizens are reaching similar conclusions all over the world. 

As globalization from above has become less and less defensible, its proponents have turned in desperation to smearing their critics. US Trade Representative Robert Zoellick, for example, has linked opposition to US trade policy to the terrorist attacks on the United States. “On September 11, America, its open society, and its ideas came under attack by a malevolence that craves our panic, retreat, and abdication of global leadership. … This president and this administration will fight for open markets and free trade. We will not be intimidated by those who have taken to the streets to blame trade- and America - for the world’s ills.” 

(Before going to work for the government, Zoellick received $50,000 in advisory fees from Enron and had stock holdings between $15,000 and $50,000.) 

Globalization from above has failed - and will continue to fail - to provide what people need and want: safety, well-being, and a secure long-term future. Militarism, war, and repression will not save globalization from above from itself. They will only further demonstrate its failure. 

Source: Znet 23 March 2002
* Based on material from the forthcoming Second Edition of Jeremy Brecher, Tim Costello, and Brendan Smith, Globalization from Below: The Power of Solidarity (South End Press, 2002). 

Visit the authors’ web site at http://www.villageorpillage.org/. 
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