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FREE TRADE
The Great Destroyer

David Morris

David Morris has been one of the most widely quoted critics of the new free trade
agreements, arguing his case on the grounds of environmental harm and the
devastating effects upon local communities. Morris is director and vice president
of the Institute for Local Self-Reliance (ISLR) in Minneapolis, a research and
educational organization that provides technical assistance and information on
environmentally sustainable economic practices. ISLR works with citizen groups,
governments, and businesses to develop policies that extract maximum economic
value from resources drawn and used locally.

REE TRADE is the religion of our age. With its heaven as the global

economy, free trade comes complete with comprehensive analytical and

philosophical underpinnings. Higher mathematics are used in stating its
theorems. But in the final analysis, free trade is less an economic strategy than a
moral doctrine. Although it pretends to be value-free, it is fundamentally value-
driven. It assumes that the highest good is to shop. It assumes that mobility and
change are synonymous with progress. The transport of capital, materials, goods,
and people takes precedence over the autonomy, the sovereignty, and, indeed, the
culture of local communities. Rather than promoting and sustaining the social
relationships that create a vibrant community, the free trade theology relies on a
narrow definition of efficiency to guide our conduct.

THE POSTULATES OF FREE TRADE
For most of us, after a generation of brain washing about its supposed benefits,
the tenets of free trade appear almost self-evident:
« Competition spurs innovation, raises productivity, and lowers prices.

* The division of labor allows specialization, which raises productivity and
lowers prices.
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e The larger the production unit, the greater the division of labor and
specialization, and thus the greater the benefits.

The adoration of bigness permeates all political persuasions. The Treasury
Department proposes creating five to ten giant U.S. banks. “If we are going to be
competitive in a globalized financial services world, we are going to have to
change our views on the size of American institutions,” it declares. The vice chair
of Citicorp warns us against “preserving the heartwarming idea that 14,000 banks
are wonderful for our country.” The liberal Harper’s magazine agrees: “True,
farms have gotten bigger, as has nearly every other type of economic enterprise.
They have done so in order to take advantage of the economies of scale offered
by modern production techniques.” Democratic presidential adviser Lester
Thurow criticizes antitrust laws as an “old Democratic conception [that] is simply
out of date.” He argues that even IBM, with $50 billion in sales, is not big enough
for the global marketplace. “Big companies do sometimes crush small
companies,” Thurow concedes, “but far better that small American companies be
crushed by big American companies than that they be crushed by foreign
companies.” The magazine In These Times, which once called itself an
independent socialist weekly, concluded, “Japanese steel companies have been
able to outcompete American steel companies partly by building larger plants.”

The infatuation with large-scale systems leads logically to the next postulate of
free trade: the need for global markets. Anything that sets up barriers to ever-
wider markets reduces the possibility of specialization and thus raises costs,
making us less competitive.

The last pillar of free trade is the law of comparative advantage, which comes
in two forms: absolute and relative. Absolute comparative advantage is easier to
understand. Differences in climate and natural resources suggest that Guatemala
should raise bananas and Minnesota should raise walleyed pike. Thus, by
specializing in what they grow best, each region enjoys comparative advantage in
that particular crop. Relative comparative advantage is a less intuitive but
ultimately more powerful concept. As the nineteenth-century British economist
David Ricardo, the architect of free trade economics, explained: “Two men can
both make shoes and hats and one is superior to the other in both employments;
but in making hats he can only exceed his competitor by one-fifth or 20 percent,
and in making shoes he can exceed him by one-third or 33 percent. Will it not be
for the interest of both that the superior man should employ himself exclusively in
making shoes and the inferior man in making hats?”

Thus, even if one community can make every product more efficiently than
another, it should specialize only in those items it produces most efficiently, in
relative terms, and trade for others. Each community, and ultimately each nation,
should specialize in what it does best.

What are the implications of these tenets of free trade? That communities and
nations abandon self-reliance and embrace dependence. That we abandon our
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capacity to produce many items and concentrate only on a few. That we import
what we need and export what we produce.

Bigger is better. Competition is superior to cooperation. Material self-interest
drives humanity. Dependence is better than independence. These are the pillars of
free trade. In sum, we make a trade. We give up sovereignty over our affairs in
return for a promise of more jobs, more goods, and a higher standard of living.

The economic arguments in favor of free trade are powerful. Yet for most of us it
is not the soundness of its theory but the widely promoted idea that free trade is
an inevitable development of our market system that makes us believers. We
believe that economies, like natural organisms, evolve from the simple to the
complex.

From the Dark Ages, to city-states, to nation-states, to the planetary economy,
and, soon, to space manufacturing, history has systematically unfolded. Free trade
supporters believe that trying to hold back economic evolution is like trying to
hold back natural evolution. The suggestion that we choose another
developmental path is viewed, at best, as an attempt to reverse history and, at
worst, as an unnatural and even sinful act.

This kind of historical determinism has corollaries. We not only move from
simple to complex economies. We move from integrated economies to segregated
ones, separating the producer from the consumer, the farmer from the kitchen, the
power plant from the appliance, the dump site from the garbage can, the banker
from the depositor, and, inevitably, the government from the citizenry. In the
process of development we separate authority and responsibility — those who
make the decisions are not those who are affected by the decisions.

Just as Homo sapiens is taken to be nature’s highest achievement, so the
multinational and supranational corporation becomes our most highly evolved
economic animal. The planetary economy demands planetary institutions. The
nation-state itself begins to disappear, both as an object of our affection and
identification and as a major actor in world affairs.

The planetary economy merges and submerges nations. Yoshitaka Sajima, vice
president of Mitsui and Company USA, asserts, “The U.S. and Japan are not just
trading with each other anymore — they’ve become a part of each other.” Lamar
Alexander, former Republican Governor of Tennessee, agreed with Sajima’s
statement when he declared that the goal of his economic development strategy
was “to get the Tennessee economy integrated with the Japanese economy.”

In Europe, the Common Market has grown from six countries in the 1950s to
ten in the 1970s to sixteen today, and barriers between these nations are rapidly
being abolished. Increasingly, there are neither Italian nor French nor German
companies, only European supracorporations. The U.S., Canadian, and Mexican
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governments formed NAFTA to merge the countries of the North American
continent economically.

Promotion of exports is now widely accepted as the foundation for a successful
economic development program. Whether for a tiny country such as Singapore or
a huge country such as the United States, exports are seen as essential to a
nation’s economic health.

Globalism commands our attention and our resources. Our principal task, we
are told, is to nurture, extend, and manage emerging global systems. Trade talks
are on the top of everybody’s agenda, from Yeltsin to Clinton. Political leaders
strive to devise stable systems for global financial markets and exchange rates.
The best and the brightest of this generation use their ingenuity to establish the
global financial and regulatory rules that will enable the greatest uninterrupted
flow of resources among nations.

The emphasis on globalism rearranges our loyalties and loosens our neighborly
ties. “The new order eschews loyalty to workers, products, corporate structure,
businesses, factories, communities, even the nation,” the New York Times
announces. Martin S. Davis, chair of Gulf and Western, declares, “All such
allegiances are viewed as expendable under the new rules. You cannot be
emotionally bound to any particular asset.”

We are now all assets.

Jettisoning loyalties isn’t easy, but that is the price we believe we must pay to
receive the benefits of the global village. Every community must achieve the
lowest possible production cost, even when that means breaking whatever
remains of its social contract and long-standing traditions.

The revised version of the American Dream is articulated by Stanley J.
Mihelick, executive vice president for production at Goodyear: “Until we get real
wage levels down much closer to those of the Brazils and Koreas, we cannot pass
along productivity gains to wages and still be competitive.”

Wage raises, environmental protection, national health insurance, and liability
lawsuits — anything that raises the cost of production and makes a corporation
less competitive threatens our economy. We must abandon the good life to sustain
the economy. We are in a global struggle for survival. We are hooked on free
trade.

THE DOCTRINE FALTERS

At this very moment in history, when the doctrines of free trade and globalism are
so dominant, the absurdities of globalism are becoming more evident. Consider
the case of the toothpick and the chopstick.

A few years ago [ was eating at a St. Paul, Minnesota, restaurant. After lunch, I
picked up a toothpick wrapped in plastic. On the plastic was printed the word
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Japan. Japan has little wood and no oil; nevertheless, it has become efficient
enough in our global economy to bring little pieces of wood and barrels of oil to
Japan, wrap the one in the other, and send the manufactured product to
Minnesota. This toothpick may have traveled 50,000 miles. But never fear, we are
now retaliating in kind. A Hibbing, Minnesota, factory now produces one billion
disposable chopsticks a year for sale in Japan. In my mind’s eye, I see two ships
passing one another in the northern Pacific. One carries little pieces of Minnesota
wood bound for Japan; the other carries little pieces of Japanese wood bound for
Minnesota. Such is the logic of free trade.

Nowhere is the absurdity of free trade more evident than in the grim plight of
the Third World. Developing nations were encouraged to borrow money to build
an economic infrastructure in order to specialize in what they do best
(comparative advantage, once again) and thereby expand their export capacity.
To repay the debts, Third World countries must increase their exports.

One result of these arrangements has been a dramatic shift in food production
from internal consumption to export. Take the case of Brazil. Brazilian
production of basic foodstuffs (rice, black beans, manioc, and potatoes) fell 13
percent from 1977 to 1984. Per capita output of exportable foodstuffs (soybeans,
oranges, cotton, peanuts, and tobacco) jumped 15 percent. Today, although some
50 percent of Brazil suffers malnutrition, one leading Brazilian agronomist still
calls export promotion “a matter of national survival.” In the global village, a
nation survives by starving its people.

What about the purported benefits of free trade, such as higher standards of
living?

It depends on whose standards of living are being considered. Inequality
between and, in most cases, within countries has increased. Two centuries of
trade has exacerbated disparities in world living standards. According to
economist Paul Bairoch, per capita GNP in 1750 was approximately the same in
the developed countries as in the underdeveloped ones. In 1930, the ratio was
about 4 to 1 in favor of the developed nations. Today it is 8 to 1.

Inequality is both a cause and an effect of globalism. Inequality within one
country exacerbates globalism because it reduces the number of people with
sufficient purchasing power; consequently, a producer must sell to wealthy people
in many countries to achieve the scale of production necessary to produce goods
at a relatively low cost. Inequality is an effect of globalism because export
industries employ few workers, who earn disproportionately higher wages than
their compatriots, and because developed countries tend to take out more capital
from Third World countries than they invest in them.
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Free trade was supposed to improve our standard of living. Yet even in the
United States, the most developed of all nations, we find that living standards
have been declining since 1980. More dramatically, according to several surveys,
in 1988 U.S. workers worked almost half a day longer for lower real wages than
they did in 1970. We who work in the United States have less leisure time in the
1990s than we had in the 1790s.

A NEW WAY OF THINKING

It is time to re-examine the validity of the doctrine of free trade and its creator,
the planetary economy. To do so, we must begin by speaking of values. Human
beings may be acquisitive and competitive, but we are also loving and
cooperative. Several studies have found that the voluntary, unpaid economy may
be as large and as productive as the paid economy.

There is no question that we have converted more and more human
relationships into commercial transactions, but there is a great deal of question as
to whether this was a necessary or beneficial development.

We should not confuse change with progress. Bertrand Russell once described
change as inevitable and progress as problematic. Change is scientific. Progress is
ethical. We must decide which values we hold most dear and then design an
economic system that reinforces those values.

REASSESSING FREE TRADE’S ASSUMPTIONS

If price is to guide our buying, selling, and investing, then price should tell us
something about efficiency. We might measure efficiency in terms of natural
resources used in making products and the lack of waste produced in converting
raw material into a consumer or industrial product. Traditionally, we have
measured efficiency in human terms; that is, by measuring the amount of labor-
hours spent in making a product.

But price is actually no measure of real efficiency. In fact, price is no reliable
measure of anything. In the planetary economy, the prices of raw materials, labor,
capital, transportation, and waste disposal are all heavily subsidized. For
example, wage-rate inequities among comparably skilled workforces can be as
disparate as 30 to 1. This disparity overwhelms even the most productive worker.
An American worker might produce twice as much per hour as a Mexican worker
but is paid ten times as much.

In Taiwan, for example, strikes are illegal. In South Korea, unions cannot be
organized without government permission. Many developing nations have no
minimum wage, maximum hours, or environmental legislation. As economist
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Howard Wachtel notes, “Differences in product cost that are due to totalitarian
political institutions or restrictions on economic rights reflect no natural or
entrepreneurial advantage. Free trade has nothing to do with incomparable
political economic institutions that protect individual rights in one country and
deny them in another.”

The price of goods in developed countries is also highly dependent on
subsidies. For example, we in the United States decided early on that government
should build the transportation systems of the country. The public, directly or
indirectly, built our railroads, canals, ports, highways, and airports.

Heavy trucks do not pay taxes sufficient to cover the damage they do to roads.
California farmers buy water at as little as 5 percent of the going market rate; the
other 95 percent is funded by huge direct subsidies to corporate farmers. In the
United States, society as a whole picks up the costs of agricultural pollution.
Having intervened in the production process in all these ways, we then discover it
is cheaper to raise produce near the point of sale.

Prices don’t provide accurate signals within nations; they are not the same as
cost. Price is what an individual pays; cost is what the community as a whole
pays. Most economic programs in the industrial world result in an enormous
disparity between the price of a product or service to an individual and the cost of
that same product or service to the society as a whole.

When a U.S. utility company wanted to send electricity across someone’s
property, and that individual declined the honor, the private utility received
governmental authority to seize the land needed. This is exactly what happened in
western Minnesota in the late 1970s. Since larger power plants produced
electricity more cheaply than smaller ones, it was therefore in the “public
interest” to erect these power lines. If landowners’ refusal to sell had been
respected, the price of electricity would be higher today, but it would reflect the
cost of that power more accurately.

Because the benefit of unrestricted air transportation takes precedence over any
damage to public health and sanity, communities no longer have the authority to
regulate flights and noise. As a consequence, airplanes awaken us or our children
in the middle of the night. By one survey, some four million people in the United
States suffer physical damage due to airport noise. If communities were given the
authority to control noise levels by planes, as they already control noise levels
from radios and motorcycles, the price of a plane ticket would increase
significantly. Its price would be more aligned with its actual cost to society.

It is often hard to quantify social costs, but this doesn’t mean they are
insignificant. Remember urban renewal? In the 1950s and 1960s inner-city
neighborhoods were leveled to assemble sufficient land area to rebuild our
downtowns. Skyscrapers and shopping malls arose; the property tax base
expanded; and we considered it a job well done. Later, sociologists, economists,
and planners discovered that the seedy areas we destroyed were not fragmented,
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violence-prone slums but more often cohesive ethnic communities where
generations had grown up and worked and where children went to school and
played. If we were to put a dollar figure on the destruction of homes, the pain of
broken lives, and the expense of relocation and re-creation of community life, we
might find that the city as a whole actually lost money in the urban renewal
process. If we had used a full-cost accounting system, we might never have
undertaken urban renewal.

Our refusal to understand and count the social costs of certain kinds of
development has caused suffering in rural and urban areas alike. In 1944, Walter
Goldschmidt, working under contract with the Department of Agriculture,
compared the economic and social characteristics of two rural California
communities that were alike in all respects, except one. Dinuba was surrounded
by family farms; Arvin by corporate farms. Goldschmidt found that Dinuba was
more stable, had a higher standard of living, more small businesses, higher retail
sales, better schools and other community facilities, and a higher degree of citizen
participation in local affairs. The USDA invoked a clause in Goldschmidt’s
contract forbidding him to discuss his finding. The study was not made public for
almost thirty years. Meanwhile, the USDA continued to promote research that
rapidly transformed the Dinubas of our country into Arvins. The farm crisis we
now suffer is a consequence of this process.

How should we deal with the price-versus-cost dilemma as a society? Ways do
exist by which we can protect our life-style from encroachment by the global
economy, achieve important social and economic goals, and pay about the same
price for our goods and services. In some cases we might have to pay more, but
we should remember that higher prices may be offset by the decline in overall
costs. Consider the proposed Save the Family Farm legislation drafted by farmers
and introduced in Congress several years ago by lowa Senator Tom Harkin. It
proposed that farmers limit production of farm goods nationwide at the same time
as the nation establishes a minimum price for farm goods that is sufficient to
cover operating and capital costs and provides farm families with an adequate
living. The law’s sponsors estimate that such a program would increase the retail
cost of agricultural products by 3 to 5 percent, but the increase would be more
than offset by dramatically reduced public tax expenditures spent on farm
subsidies. And this doesn’t take into consideration the cost benefits of a stable
rural America: fewer people leaving farms that have been in their families for
generations; less influx of jobless rural immigrants into already economically
depressed urban areas; and fewer expenditures for medical bills, food stamps, and
welfare.

Economists like to talk about externalities. The costs of job dislocation, rising
family violence, community breakdown, environmental damage, and cultural
collapse are all considered “external.” External to what, one might ask?

The theory of comparative advantage itself is fast losing its credibility. Time
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was when technology spread slowly. Three hundred years ago in northern Italy,
stealing or disclosing the secrets of silk-spinning machinery was a crime
punishable by death. At the beginning of the Industrial Revolution, Britain
protected its supremacy in textile manufacturing by banning both the export of
machines and the emigration of men who knew how to build and run them. A
young British apprentice, Samuel Slater, brought the Industrial Revolution to the
United States by memorizing the design of the spinning frame and migrating here
in 1789.

Today, technology transfer is simple. According to Dataquest, a market
research firm, it takes only three weeks after a new U.S.-made product is
introduced before it is copied, manufactured, and shipped back to the U.S. from
Asia. So much for comparative advantage.

THE EFFICIENCIES OF SMALL SCALE

This brings us to the issue of scale. There is no question that when I move
production out of my basement and into a factory, the cost per item produced
declines dramatically. But when the factory increases its output a hundredfold,
production costs no longer decline proportionately. The vast majority of the cost
decreases are captured at fairly modest production levels.

In agriculture, for example, the USDA studied the efficiency of farms and
concluded, “Above about $40-50,000 in gross sales — the size that is at the
bottom of the end of medium sized sales category — there are no greater
efficiencies of scale.” Another USDA report agreed: “Medium sized family farms
are as efficient as the large farms.”

Harvard Professor Joseph Bain’s pioneering investigations in the 1950s found
that plants far smaller than originally believed can be economically competitive.
Further, it was found that the factory could be significantly reduced in size
without requiring major price increases for its products. In other words, we might
be able to produce shoes for a region rather than for a nation at about the same
price per shoe. If we withdrew government subsidies to the transportation system,
then locally produced and marketed shoes might actually be less expensive than
those brought in from abroad.

Modern technology makes smaller production plants possible. For instance,
traditional float glass plants produce 550 to 600 tons of glass daily, at an annual
cost of $100 million. With only a $40 to 50 million investment, new miniplants
can produce about 250 tons per day for a regional market at the same cost per ton
as the large plants.

The advent of programmable machine tools may accelerate this tendency. In
1980, industrial engineers developed machine tools that could be programmed to
reproduce a variety of shapes so that now a typical Japanese machine tool can
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make almost one hundred different parts from an individual block of material.
What does this mean? Erich Bloch, director of the National Science Foundation,
believes manufacturing “will be so flexible that it will be able to make the first
copy of a product for little more than the cost of the thousandth.” “So the ideal
location for the factory of the future,” says Patrick A. Toole, vice president for
manufacturing at IBM, “is in the market where the products are consumed.”

CONCLUSION

When we abandon our ability to produce for ourselves, when we separate
authority from responsibility, when those affected by our decisions are not those
who make the decisions, when the cost and the benefit of production or
development processes are not part of the same equation, when price and cost are
no longer in harmony, we jeopardize our security and our future.

You may argue that free trade is not the sole cause of all our ills. Agreed. But
free trade as it is preached today nurtures and reinforces many of our worst
problems. It is an ideological package that promotes ruinous policies. And, most
tragically, as we move further down the road to giantism, globalism, and
dependence, we make it harder and harder to back up and take another path. If we
lose our skills, our productive base, our culture, our traditions, our natural
resources; if we erode the bonds of personal and familial responsibility, it
becomes ever more difficult to recreate community. It is very, very hard to put
Humpty Dumpty back together again.

Which means we must act now. The unimpeded mobility of capital, labor,
goods, and raw materials is not the highest social good. We need to challenge the
postulates of free trade head on, to propose a different philosophy, to embrace a
different strategy. There is another way. To make it the dominant way, we must
change the rules; indeed, we must challenge our own behavior. And to do that
requires not only that we challenge the emptiness of free trade but that we
promote a new idea: economics as if community matters.
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Globalization and the poor

By AMITABH PAL

Last week, the United Nations
reported a stark figure. The percentage
of people around the world living in
absolute poverty has increased from 17
percent to 19 percent in the last five
years.

That total amounts to 1.2 billion
people living in absolute poverty — a
per capita income of less than a dollar a
day. The number has increased by 200
million. An additional 1.6 billion
people live on less than $2 a day. That’s
almost half the world’s population in
destitution.

This is an intolerable situation. And it
is brought on, in part, by the very forces
of globalization that win praise in the
West.

“Clearly at the moment, millions of
people, perhaps even a majority of the
human race, are being denied” the
benefits of globalization, U.N.
Secretary-General Kofi Annan said at a
U.N. conference in Geneva, which was
convened to grapple with global
poverty.

The policies governments put in
place to practice globalization often
come at a severe cost. When
governments slash spending to balance
their budgets, it can mean denial of
much-needed education and health care
and the cutting back of subsidies on
such basic goods as food and fuel.

When governments close public
enterprises, it means the laying off of
legions of workers in countries that
often have few other job opportunities
and no unemployment benefits.

When governments liberalize trade, it
often means the closing down of local
small-scale industries and farms that
can’t survive competition from large
corporations and agribusinesses abroad.

When governments make their
currencies fully convertible, it puts their
economies at the mercy of currency
traders based in the West, as happened
during the Asian economic crisis in the
late 1990s.

When governments
liberalize trade, it
often means the
closing down of
local
small-scale
industries and
farms
that can’t survive
competition from
large corporations

and agribusinesses

But don’t tell that to the high priests
of globalization — the World Bank, the
International Monetary Fund and the
U.S. Treasury Department.

Like true believers, they keep on
forcing their globalization formula
down the throats of Third World
countries, regardless of the results. And
the results are apparent in countries
around the world.

In India, the latest official poverty
figures show that poverty levels have
stagnated over the past decade of free-
market economic reforms, in spite of
high growth. This is a marked contrast
to the 1970s and 1980s, when the
inward-looking interventionist policies
of India’s governments reduced the
proportion of India’s poor at a steady
clip.

According to the U.N. Economic
Commission for Latin America and the
Caribbean, the percentage of poor
people in that region is higher today
than in 1980, before it entered two
decades of free-market restructuring so
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beloved by successive U.S.
administrations.

Countries in sub-Saharan Africa have
also seen poverty rates stagnate even
while their economies have opened up.
What can be done to ensure that more
and more people around the world do
not join the ranks of the destitute?

First, the World Bank and the IMF
should let countries follow their own
economic path rather than beat them
over the head with free-market
prescriptions. Countries like China and
India were spared much of the effects of
the Asian economic crisis because,
contrary to World Bank and IMF
advice, they did not make their
currencies fully convertible.

Second, debt relief should be granted
immediately. The debt developing
countries carry severely impinges upon
their ability to help their poor. For
instance, Uganda spends five times as
much on debt repayment as it does on
health care, this in a country where one
of every four kids dies from a
preventable disease, according to “Field
Guide to the Global Economy” (New
Press, 2000).

Third, developed nations need to
provide more aid with less strings.
Scandinavian countries are the most
generous, giving at least 0.7 percent of
their gross domestic product as aid. The
United States is the stingiest Western
country by this criterion, giving less
than 0.1 percent of its gross domestic
product.

At Geneva, Kofi Annan urged the
nations of the world to do battle against
the “human misery” caused by poverty.
He is absolutely right. We cannot sit
back and watch more and more people
be driven to extreme destitution.

Amitabh Pal is the editor of the
Progressive Media Project. Reach him
at pmproj@progressive.org or
Progressive Media Project, 409 East
Main St., Madison, Wis. 53703.



A choice for the Nice conspirators

Caroline Lucas
Guardian, Monday, December 4, 2000

The tedious wranglings between Europhiles and Europhobes over the enlargement of the EU tend to
concentrate on esoteric debates over qualified majority voting and the composition of the European
commission. This has provided a smokescreen to conceal what the enlargement process is really about.

The planned acceleration of the EU’s free market agenda eastwards has serious implications for the
environmental and social condition of the entire continent.

A key driver has been the corporate sector, and in particular the little known European Roundtable of
Industrialists, ERT. This consists of up to 45 captains of industry from large European transnational
corporations. Virtually unnoticed, the ERT has played a central role in the shaping of the single market, the
Maastricht treaty and, more recently, the single currency. For them, enlargement offers an enormous
market, as well as a reservoir of cheap skilled labour.

Market enlargement has frequently been at the cost of environmental and social conditions across the
countries of central and eastern Europe.

Slovak railways are a case in point. In 1998 the Slovak government announced a halving of the 50,000
staff in the rail sector, the country’s biggest employer. The next year it signed a loan agreement with the
European Investment Bank, which resulted in a massive cut in state subsidies, a 30% rise in fares, and
scaling back the rail network. Opponents were told bluntly by the president of the EIB, Brian Unwin, that
such measures “mirror those agreed over recent years between the bank and virtually all railway
companies” in the eastern European applicant countries.

This rundown of railways meeting local needs has made it potentially far more profitable for western
companies to take over local firms. This, hand in hand with privatisation, has allowed global car
companies to take over domestic car production, often involving huge tax breaks at the expense of the
wider economy. The same process is evident in areas as diverse as banking in the Czech Repubilic,
where international banks are expected to exceed 50% of market share by 2001, to the almost total
western control of the beer industry in Hungary and Poland.

Such takeovers and foreign investments do not necessarily bring with them any lasting security. General
Electric, for example, has globalised its operations by shifting production to low-wage countries, including
eastern Europe. Company director Jack Welch has candidly remarked that “ideally you'd have every plant
you own on a barge” — ready to move if national governments try to impose constraints, or if workers
demand better wages and conditions. The company recently closed a factory in Turkey to move it to
lower-wage Hungary. It has since threatened to close a factory in Hungary and move it to India.

At the Nice summit this week opponents will be in the streets to contest the EU’s present emphasis of
restructuring and enlarging in pursuit of further globalisation. A different approach is beginning to emerge
from opponents of globalisation and is featured in my report published today, From Seattle to Nice. This
calls for the protection and rebuilding of local communities and economies in a way that encourages
maximum social and environmental sustainability.

Emphasis in the current EU enlargement on competition for the cheapest must be replaced by
cooperation for the best, emphasising the flow of ideas, technologies, culture and information, but with the
end goal of strengthening local economies continent wide.

The choice facing decision makers in Nice is to pursue ever more deregulated trade and investment in an
EU which sees itself as nothing other than a giant supermarket of 500m consumers, or to adopt a more
ambitious vision of a Europe of genuine stability and cooperation, based on rebuilding sustainable local
economies. We can only hope the latter approach prevails.

Caroline Lucas is a Green MEP, a member of the European parliament’s trade committee
mail to: carolinelucas@greenmeps.org.uk
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WTO: Militarism Goes Global

— Molly Morgan

n November 30, 1999, 50,000 people in

Seattle, Washington, successfully

prevented about 3,000 trade delegates
representing 135 countries from conducting their
first day of trade talks at the meetings for the
World Trade Organization (WTO). After a week
of protests, which received daily international
news coverage, this heretofore little-known or-
ganization suddenly became a household word.

The WTO has been in existence since 1995
and is the latest and most powerful development
in a process of globalization that’s been evolving
for hundreds (some say thousands) of years. This
process has picked up considerable speed in
recent decades due to significant technology
developments and the astonishing growth in
power and influence of the transnational corpo-
rations that increasingly control governments
around the world.

The genesis of globalization’s modern era can
be dated to July, 1944, when the world’s leading
economists, politicians, bankers, and corporate
executives met in Bretton Woods, New
Hampshire. These men observed that trade
conflicts were at the heart of both world wars
and that collapse of economic systems had
created the fascist states then wreaking havoc in
Europe and Asia. To avoid repeating this
phenomenon, they decided to replace the world’s
patchwork of bilateral trade agreements with a
centralized global economic system, led by
private enterprise, that would spur worldwide
economic development. (The United States was
particularly well positioned to take advantage of
this new system because it experienced no
infrastructure damage during the war.) Over the
next few years new institutions and rules were
developed that offered greater mobility and new
markets to large corporations.

The institutions that emerged from Bretton
Woods became the World Bank, the International
Monetary Fund (IMF), and the General
Agreement on Tariffs and Trade (GATT), and
they played a significant role in the rebuilding of
Europe and Japan after WWIL. Starting in 1948,
the rules of GATT, which were mainly limited to
manufactured goods, became the principal
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regulators of global trade. But over the next
decade, progressives who were committed to
these new institutions by a vision of world peace
and prosperity gradually left or were driven out
by the McCarthy inquisition. Trade became
another weapon in the Cold War arsenal.

The scope of GATT was slowly expanded
during the occasional rounds of negotiations held
by member countries. In the 1970s corporations
in the industrialized northern countries began to
lobby even harder for greater access to the
consumer markets, unregulated labor, and
natural resources in the global south. Finally,
after eight years of negotiations in the GATT
Uruguay Round, the WTO was established in
1995. GATT and numerous other multilateral
agreements were folded into the WTO, which
administers those agreements, facilitates new
trade negotiations, and oversees and enforces
trade dispute resolution.

It is worth noting who was given access to
the government delegations that conducted the
negotiations to create the WTO. In the US over
500 corporations and business lobbyists were
credentialed as trade advisors, but there were no
organizations representing labor, the environ-
ment, consumers, human rights, social justice
issues, or democratic sovereignty. The most
important negotiations were conducted privately
by a few of the most powerful and wealthy
nations. Although many of the provisions were
clearly biased against smaller, poorer nations and
permitted unrestricted access by transnational
corporations, if a country hesitated they were
threatened with abandonment by the global
trading system and reduced access to IMF and
other international loans. This is how
“consensus” is reached in the WTO, and most
developing nations have paid a steep price for
succumbing to these demands.

The approval process was similarly one-
sided, which is why most people had never
heard of the WTO before the protests in Seattle.
In many countries a simple executive order
approved the country’s participation in the WTO.
In the US, the first lame duck Congress in 14
years was called; few members of Congress had

Session VIII, Reading 4, page |



even read what they were voting on. Years of
building a conservative, pro-business culture and
a foundation of corporate power paid off,
culminating in a capstone institution with an
extreme bias for trade and privatization at the
expense of people and planet.

The WTO is extraordinary because of the
comprehensive nature of its power. Not only
does it have executive, legislative, and judicial
authority, it has enforcement power, which is
rare in international law. One member country
can challenge any law in another member
country — federal, state, or local — as a barrier to
trade. The WTO'’s Dispute Settlement Body is
comprised of corporate and trade lawyers and
officials whose proceedings are required to be
kept completely confidential — not even the
attorney general of the state whose law is being
challenged can be in the room, let alone the press
or the public. Decisions on cases that go through
the entire procedure are final; there is no outside
appeals process. The losing country can either
change its law, pay a perpetual fine, or accept
severe retaliatory trade sanctions. This is far
more powerful than the dispute system under
GATT, in which any one country could block
adoption of a case or enforcement of a decision.

Not surprisingly, under WTO the U.S. has
initiated the greatest number of disputes,
followed by the European Union. Nearly all cases
have been decided in favor of the complainant
country. It is expensive and time-consuming for
countries to defend themselves, which has a
greater impact on developing countries than on
rich ones. This combination has a chilling effect:
increasingly, the mere threat of a dispute is
enough to cause a country to change laws or not
pass them in the first place. This has even
happened with state laws in the US.

It is in this environment that Article XXI of
the GATT takes on particular importance.
Known as the “security exception,” it is based on
the premise that national governments have a
legitimate role to protect their country from
external threat with a military and from internal
threat with a police force. Each country has the
latitude to determine what it considers necessary
to protect its “essential security interests” and
anything “relating to the traffic in arms,
ammunition and implements of war and to such
traffic in other goods and materials as is carried
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on directly or indirectly for the purpose of
supplying a military establishment.”

What does this mean for governments trying
to grow their economies and build better
societies for their citizens? If a country wants to
subsidize its domestic farmers or local industries,
such laws can be challenged as barriers to free
trade because it allegedly gives a price advantage
to the domestic producers over those in other
countries who also want to sell there. To avoid
such a challenge, a government can instead
choose a WTO-safe way to create jobs, encourage
emerging industries, or support high-tech
manufacturing by doing so through military
spending. Instead of subsidizing food, the
government can subsidize weapons manufac-
turing. It can’t specify domestic suppliers for its
fledgling computer industry, but it can for its
police force.

The security exception is also a loophole
through which superpowers maintain their
economic superiority. When Japan posed a
serious threat to the semiconductor industry, the
Reagan administration poured millions of dollars
into new forms of computer design and inter-
action, mostly through the military, which
enabled the US to regain the lead in the market.
US pundits claimed that the “laws of economics”
were at work and that the Japanese strategy had
failed when, in fact, it was enormous government
subsidies — unchallengable in the global trade
arena — that had turned the tide.

Because of the security exception, military
corporations can receive government subsidies to
expand their operations at the expense of civilian
programs. This has already happened with one
WTO ruling against Canada. The implications for
developing countries are even more dire. Besides
increasing the legitimacy and scope of militarism,
scarce public funds will be increasingly diverted
from education and healthcare into developing
the very tools used to keep the masses oppressed.

The use of military forces to protect national
and private economic interests is nothing new.
Transnational corporations rely on military
forces, national armies, police forces, paramil-
itary groups, and mercenaries around the world
to keep their investments secure and their
workforce docile. The enforcement power of the
WTO combined with Article XXI provides the
most effective shield yet, because now citizen
groups and even national governments are
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superseded by the agreement to protect so-called
“free trade” at any cost to people and planet.

Where do we go from here?

In Seattle, organizations from around the
world conducted dozens of teach-ins and forums.
The educational opportunity was extraordinary
because participants were able to hear stories
from people who are ignored by the corporate
press. Small farmers, fishers, indigenous people,
women, environmentalists, labor activists, young
people, and many others spoke about the
destructive impact that neoliberal trade policies
have had on them and their communities.
Besides teaching what the WTO is and how it
works, in-depth panels explained issues affecting
the environment, health, labor, human rights,
women, democracy, sovereignty, food, agricul-
ture, and more. But in this remarkable week
there was only one forum on the WTO and the
global war system.

This creates a unique opportunity for anti-
militarism activists!

The WTO infringes in some way on almost
every type of social justice work. Although the
new round was successfully thwarted in Seattle,
this is only a minor setback for “free trade”
proponents, who hope to privatize and exploit
for profit even more of society. The effort to
contain the WTO, let alone roll it back, will be
enormous, but the good news is that the focus on
this institution has forged remarkable alliances in
the progressive world. No matter how people
come in contact with the WTO through the issues
that matter to them, it creates a fresh opportunity
to see how the system of militarism drives and
pervades our society. Using the WTO as a link,
there is access to people in eye-opening new
ways. Seize the day!

Sources: “Invisible Government,” International
Forum on Globalization; Multinational Monitor,
October/November 1999; “The World Trade
Organization and War,” End the Arms Race; World
Trade Organization Third Ministerial Conference
Press Pack; “Women Define Globalization,” Women's
International League for Peace and Freedom;
www.ciesin.org; numerous speakers in Seattle.
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Note: This is a slightly modified version of an article
that originally appeared in Draft NOtices, the bi-
monthly publication of:

Committee Opposed to Militarism and the Draft
(COMD)

P.O. Box 15195

San Diego, CA 92175

760.753.7518

COMDSD@aol.com

www.comdsd.org.

There is a wealth of material available to assist in
your own education and outreach to others. Here
are just a few of the organizations you might
check out:

¢ International Forum on Globalization
1555 Pacific Avenue
San Francisco, CA 94109
415.771.3394
www.ifg.org

* Public Citizen
1600 20t Street, N.W.
Washington, DC 20009
www.citizen.org

¢ Council of Canadians
501-151 Rue Slater Street
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Ottawa, ON K1P 5H3
CANADA
www.canadians.org

¢ Rural Advancement Foundation International
110 Osborne Street, Suite 202
Winnipeg, MB R3L 1Y5
CANADA
www.rafi.org

* Third World Network
228 Macallister Road
Penang 10440
MALAYSIA
www.twnside.org.sg

* Global Exchange
2017 Mission Street, #303
San Francisco, CA 94110
www.globalexchange.org

¢ End the Arms Race
405-825 Granville Street
Vancouver, BC V6Z 1K9
CANADA
604.687.3223
WWww.peacewire.org
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INTERNATIONAL SOLIDARITY IS THE KEY TO CONSOLIDATING THE LEGACY OF SEATTLE.

Globalization From Below

JEREMY BRECHER, TIM COSTELLO AND BRENDAN SMITH

demonstrations from Washington, DC, to Okinawa and

from Bangkok to Prague have confronted and sometimes
halted meetings of the WTO, IMF, World Bank and other
instruments of globalization. They have had successes that
could not have been imagined just a year ago. They have
reframed the debate on globalization, put its advocates on the
defensive and forced change in the rhetoric if not the actions
of world leaders and global institutions.

Such confrontations will no doubt continue to play an
important role, but the limits to simply rallying for the next
Seattle are becoming increasingly clear. Is this just a
movement of “meeting-stalkers,” as Naomi Klein has put it
[see “The Vision Thing,” July 10], or can it develop the
grassroots power and broad social vision that might make real
change? To answer that question, one must look beyond
dramatic confrontations at international conferences, which
are only a media-grabbing extension of a far broader
movement that international law scholar Richard Falk has
called “globalization from below.”

Globalization from below has emerged from diverse
concerns and experiences. Environmentalists identified
globalization as a source of acid rain and global warming and
saw global corporations and the World Bank sponsoring the
destruction of local environments around the world. Poor
people’s movements in the Third World and their supporters
around the globe saw neoliberalism, international financial
capital and structural adjustment as key causes of global
poverty. Advocates for small farmers in both the First and
Third Worlds identified new trade agreements as a means to
destroy family farming in the interest of agribusiness. Labor
movements realized that international capital mobility was
leading not to mutual benefit for workers but to competitive
wage-cutting. Women’s movements identified workers

In the year since the “Battle of Seattle,” international

Jeremy Brecher, Tim Costello and Brendan Smith are the authors
of the new book Globalization From Below: The Power of
Solidarity (South End) and producers of the documentary video
Global Village or Global Pillage? (www.villageorpillage.org).

exploited in the global sweatshop as predominantly women
and structural adjustment as an attack on public programs that
women particularly need. Consumer movements identified
neoliberalism and new trade agreements as attacks on high
national standards for food and product safety. College
students became outraged that products bearing their schools’
logos were being made by children and women forced to work
sixty or more hours per week for less than a living wage.

These disparate developments are all responses to what
Falk has called “globalization from above,” an epochal change
that involves far more than international organizations like the
WTO, IMF and World Bank. It represents the globalization of
production, markets and finance; the global restructuring of
corporations and work; the development of new technologies
like the Internet; a radically changed role for the state; the
dominance of neoliberal ideology; large-scale tourism and
poverty-induced immigration; worldwide media domination
by the culture of corporate globalism; and a neo-imperialism
that has concentrated control of poor countries in the hands of
First World investors. At its heart lies the ability of capital to
move freely around the world, resulting in the dynamic often
referred to as the race to the bottom, a destructive competition
in which workers, communities and entire countries are forced
to gut social, labor and environmental protections to attract
mobile capital. Despite the media’s focus on the flight of jobs
from First to Third World countries, just as devastating is the
competition among Third World countries desperately seeking
jobs and investment at any cost.

Those affected by globalization from above have begun to
converge, brought together by common interests, goals and a
number of specific campaigns. This emerging movement —
this network of networks — is the iceberg of which the street
demonstrations form the most visible tip. It is the potential
power of this confluence of forces and the still-larger forces
that share its interests, not the threat of a few thousand
demonstrators, that troubles the sleep of finance ministers and
international bureaucrats.
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articipants in the movement for globalization from
Pbelow have varied agendas, but the movement’s

unifying mission is to bring about sufficient democratic
control over states, markets and corporations to insure a viable
future for people and the planet. Beyond just saying no to the
WTO, World Bank and IMF, achieving that goal requires that
people organize themselves and force change at every level,
from local to global, in both government and civil society. It
requires that they define these struggles as responses to a
common problem, as part of a common movement and as
sharing common goals. It requires linking together in the
manner of the Lilliputians in Jonathan Swift’s fable Gulliver’s
Travels, who were able to capture Gulliver, many times their
size, by tying him up with hundreds of threads.

While attention has been focused on big international
demonstrations, in fact the movement for globalization from
below has been acting and linking up in an enormous range of
ways that may be less visible than meeting-stalking but that
transcend its limitations.

Many actions are linking local concerns to globalization:
During the September/October Prague demonstrations,
coordinated protests were held in Denver, Indianapolis,
Boston and dozens of other US cities. In Hartford,
Connecticut, 300 unionized janitors and student activists held
a joint protest “to make the connections between global
corporate greed and the fight for a living wage by Hartford
working people.” Twenty-five
people were arrested for

The movement for globalization from below

The Nation.

many as 12 million Argentine workers struck against IMF-
inspired austerity measures. In Nigeria a general strike
protesting IMF-promoted fuel-price increases closed much of
the country. In South Korea a partial general strike demanded
a shorter workweek and labor-law protections for contingent
workers to counter the impact of IMF restructuring plans. In
South Africa 4 million workers struck to protest the loss of
500,000 jobs as a result of the government’s neoliberal
austerity policies. A general strike in Uruguay protested high
unemployment rates that workers blamed on IMF-inspired
spending cuts. These actions indicate that resistance to
globalization from above is at least as strong among Third
World as among First World workers.

Some campaigns have targeted global corporations
directly. The well-known campaign against Nike, for example,
has forced the company to promise significant changes in its
employment practices, though few have yet been realized.
When a recent cross-country “Nike Truth Tour” organized by
students protested the firing of a worker at a Nike
subcontractor in Honduras, the employer was forced to rehire
her.

include the crucial but often hidden players in

Corporate campaign targets are now being expanded to
globalization from

above — private financial
institutions. The Rainforest
Action Network has launched a

. . campaign against “the
blocking downtown traffic in .. . . )
has been organizing in ways that transcend financiers ~ of  ecological
front of the global headquarters destruction and human
of  United  Technology  the limitations of mass demonstrations. A .
. . suffering, focusing on
Corporation, which recently

fired unionized janitors and

replaced them with lower paid, nonunion workers. UTC has
also been accused by the Machinists union of shipping jobs
abroad in violation of a union agreement.

Other recent actions have brought new groups into the
movement, relating their concerns to the dynamics of the
global economy. A coalition in Massachusetts, for example,
drew attention to the effects of globalization on the contingent
work force. At a recent march through downtown Boston,
protesters demanded that temp agencies sign a Temp Worker
Bill of Rights. A flier headlined “Join a Global Fight for
Justice” explained, “Temp work is the face of globalization.
But workers all over the world are fighting back for economic
security.” It linked demands for city policies, state legislation
and corporate responsibility to the domination of the industry
by a few global giants.

Around the world, mass worker movements have contested
globalization from above through resistance to privatization,
social-services cuts and structural adjustment. May and June
2000 saw six general strikes against the effects of
globalization and neoliberalism. In India 20 million workers
and farmers paralyzed much of the country with a general
strike “aimed against the surrender of the country’s economic
sovereignty before the World Trade Organization and the
International Monetary Fund,” according to one leader. As

Citigroup, the largest private
financial institution in North America. It highlights
Citigroup’s role as chief financial adviser in the
Chad/Cameroon Oil and Pipeline Project in Africa, which will
pollute pristine rainforest and disrupt indigenous forest
communities; its role in financing redwood logging operations
in California; its firing of unionized janitors; its financing of
Monsanto and other genetic engineering companies; its role in
predatory lending and denial of loans to African-Americans;
and its profits from prison construction and privatization.

The campaign to restrict genetically modified organisms
forced Monsanto and US negotiators earlier this year to accept
the Cartagena Protocol to the Convention on Biological
Diversity, allowing GMOs to be regulated. Greenpeace called
the protocol “a historic step toward protecting the environment
and consumers from the dangers of genetic engineering.”
Monsanto not only accepted the protocol, it announced a
decision to withdraw from the business of selling sterile seeds
and to participate in a dialogue with Greenpeace.

This example shows the multilevel strategies that
globalization from below is using to parlay its power. While
asserting authority superior to the WTO, the protocol also
illustrates the crucial positive role that international
institutions can play in limiting the depredations of global
corporations and markets. And it empowered national
governments to regulate GMOs and the corporations that
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purvey them. The campaign put pressure both on governments
and directly on corporations like Monsanto, while other
governments put pressure on the US government, a leading
force against regulation of GMOs. It may well have been the
pressure on Monsanto and its resultant change of heart that
changed the position of the US government.

Globalization-from-below activists are also intervening in
sophisticated ways in national politics. When South Africa
tried to pass a law allowing it to ignore drug patents during
health emergencies, the Clinton Administration lobbied hard
against it and put South Africa on a watch list that is the first
step toward trade sanctions. But then Philadelphia ACT UP
began hounding presidential candidate Al Gore on the issue.
According to the New York Times, “The banners saying that
Mr. Gore was letting Africans die to please American
pharmaceutical companies left his campaign chagrined. After
media and campaign staff looked into the matter, the
Administration did an about-face” and, while certainly not
doing enough to make AIDS drugs available, accepted African
governments’ circumvention of AIDS drug patents.

No doubt The Economist exaggerated when it wrote that
the new wave of protest around globalization is “more than a
mere nuisance: it is getting its way.” But globalization from
below is having a concrete impact on policies and conditions
in scores of instances all over the world. Each such campaign
is a partial representation of the movement’s vision, goals and
program, reflecting fundamental values of human dignity, self-
government, environmental sustainability and human
solidarity.

Trevor Manuel, finance minister of South Africa and co-
chairman of the Prague IMF/World Bank meetings, recently
complained, “I understand what [protesters] are against, but I
am not sure what they are for.” In fact, as even Newsweek had
to concede after the Battle of Seattle, “One of the most
important lessons of Seattle is that there are now two visions
of globalization on offer, one led by commerce, one by social
activism.”

The movement for globalization from below is now
developing positive programs that integrate the needs and
objectives of its diverse constituents. More than 1,000 civil-
society organizations in seventy-seven countries — essentially
the “Seattle coalition” — have launched a new global
campaign to demand “an alternative, humane, democratically
accountable and sustainable system of commerce that benefits
us all.” They have agreed to an eleven-point program for
transformation of the WTO and the global trading system,
focused not on eliminating trade or returning to some lost past
of national economic isolation but on promoting
“internationalism — where different cultures, countries, and
people trade and exchange goods and ideas and work together

The Nation.

toward common goals.”

Globalization from below’s vision has been articulated in
scores of international statements and above all in the
movement’s own actions. Many of its guiding principles are
elaborated in the Global Sustainable Development Resolution,
co-sponsored by a group of progressive members of the US
Congress [see “Whose Globalization?” March 22, 1999]. They
include leveling labor, environmental, social and human rights
conditions upward; democratizing institutions at every level
from local to global; making decisions as close as possible to
those they affect; equalizing global wealth and power;
converting the global economy to environmental
sustainability; creating prosperity by meeting human and
environmental needs; and protecting against global boom and
bust.

The advocates of globalization from above often portray its
critics as backward-looking economic nationalists who want to
hide from the realities of globalization — and its opportunities
— in order to protect narrow special interests. And indeed, all
over the world, Patrick Buchanan, Jean-Marie Le Pen and
their ilk are exploiting the antiglobalization backlash to recruit
followers for ethnocentric, anti-immigrant, antigay, racist,
sexist and nationalist bigotry. Globalization from below, in
contrast, is rooted in solidarity among people and groups who
recognize their diversity but who nonetheless grasp their
common interests. It can only succeed to the extent that the
diverse elements that make it up are able to incorporate one
another’s needs and concerns while holding up their own more
xenophobic impulses in check.

Some within the movement advocate centralized global
government as the solution to corporate globalization; others
seek a reassertion of national or even local sovereignty. But
the problems of globalization are unlikely to be solved either
by some central global authority or by national or local
autarky. The real choice today is between a globalization from
above that disempowers people at every level and a
globalization from below that expands self-government not
only at a global level but at regional, national and local levels
as well. The movement faces many potential pitfalls, and
given the power of those it opposes, there is no guarantee that
it can actually modify globalization enough to preserve people
and environment, let alone to build a decent world order. But
that is more likely to be achieved by means of a movement
that is unified across the boundaries of countries, issues and
constituencies than by any other approach. Globalization from
above made ordinary people around the world seem
powerless; globalization from below has the potential to
change the power equation. Rarely in human history have
ordinary people had such an opportunity to transform the
world for the better.
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Corporate Cash--Few Nations Can Top It

Government Budget (billion$) Corporate Revenues (billion$)

USA 1,721
Germany 832
Japan 673
China 508
Italy 506
U.K. 475
France 300
Exxon-Mobil (US) 182
General Motors (US) 178
Ford (US) 154
Sweden 146
Mitsui (J) 143
Spain 139
Daimler-Chrysler (G) 133
Mitsubishi (J) 129
Shell (N) 128
Itochu (J) 127
Netherlands 119
Walmart (US) 119

Canada 115
Marubeni (J) 111
BP-Amoco (UK) 104
Sumitomo (J) 102
Toyota (J) 95
Australia 95
General Electric (US) 91
Brazil 90
Nissho lwai (J) 82
Iran 80
Taiwan 79
IBM (US) 78
Nippon Tel & Tel (J) 77
AXA-AUP (FS) 77
Mexico 74
Citigroup (US) 72
Daewoo (SK) 72
Nippon Life (J) 71
Austria 71
Texaco (US) 45
Greece 44

All national budgets except China from World Almanac, 1999. China extrapolated from
old data. Corporate revenues, 1997, from Fortrune Magazine, Aug. 3, 1998. Contact:
W. E. P., P.O. Box 5846, Eugene, OR 97405.
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The Party of Davos
by Jeff Faux

The Nation - February 13, 2006

The world's movers and shakers are convening once again in January at
the annual World Economic Forum in Davos, the posh ski resort nestled in
the Swiss Alps. Attendance is invitation-only, enforced by police
barricades, razor wire and the latest high-tech military hardware to

guard against terrorists, protesters and curious local citizens.

Some 2,000 people will show up to discuss the world's problems as
defined by those who own and manage the great global concentrations of
wealth (Microsoft, Citigroup, Siemens, Nestl&eacute;, Nomura Holdings,
Saudi Basic Industries, etc.). Their guests include prominent political
leaders, international bureaucrats, academics, consultants and media
pundits--with a few NGO and labor union officials sprinkled along the
edges to demonstrate diversity.

Davos is not the place for secret conspiracies. More than 200 hovering
journalists will dispatch to the world's citizens breathless accounts of

the chatter and charm of the masters of the economic universe. Davos is
rather the most visible symbol of the virtual political network that
governs the global market in the absence of a world government. It is
more like a political convention, where elites get to sniff one another

out, identify which ideas and people are "sound" and come away with
increased chances that their phone calls will be returned by those one
notch above them in the global pecking order.

Americans are of course prominent members of this "Party of Davos,"
which relies on the financial and military might of the US superpower to
support its agenda. In exchange, the American members of the Party of
Davos get a privileged place for their projects--and themselves. Whether
it's at Davos, at NATO headquarters or in the boardroom of the
International Monetary Fund, heads turn and people listen more carefully
when the American speaks.

"Davos Man," a term coined by nationalist scholar Samuel Huntington, is
bipartisan. To be sure, Democrats tend to be more comfortable with the
forum's informal seminar-style and big-think topics like global poverty,
cultural diversity and executive stress. Bill Clinton goes often, and Al

Gore, John Kerry, Robert Rubin, Madeleine Albright, Joe Biden and other
prominent Democrats are familiar faces. Republicans generally prefer
more private venues. George W. Bush, of course, doesn't do anything
unscripted. But people like Dick Cheney, Newt Gingrich, John McCain and
Condoleezza Rice have all worked the Davos circuit.

That the global economy is developing a global ruling class should come
as no shock. All markets generate economic class differences. In stable,
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self-contained national economies, where capital and labor need each
other, political bargaining produces a social contract that allows

enough wealth to trickle down from the top to keep the majority loyal.
"What's good for General Motors is good for America,” Dwight
Eisenhower's Defense Secretary famously said in the 1950s. The United
Auto Workers agreed, which at the time seemed to toss the notion of
class warfare into the dustbin of history.

But as domestic markets become global, investors increasingly find
workers, customers and business partners almost anywhere. Not
surprisingly, they have come to share more economic interests with their
peers in other countries than with people who simply have the same
nationality. They also share a common interest in escaping the
restrictions of their domestic social contracts.

The class politics of this new world economic order is

obscured by the confused language that filters the

globalization debate from talk radio to Congressional hearings to
university seminars. On the one hand, we are told that the flow of money
and goods across borders is making nation-states obsolete. On the other,
global economic competition is almost always defined as conflict among
national interests. Thus, for example, the US press warns us of a dire
economic threat from China. Yet much of the "Chinese" menace is a
business partnership between China's commissars, who supply the cheap
labor, and America's (and Japan's and Europe's) capitalists, who supply
the technology and capital. "World poverty" is likewise framed as an
issue of the distribution of wealth between rich and poor countries,
ignoring the existence of rich people in poor countries and poor people

in rich countries.

The conventional wisdom makes globalization synonymous with “free trade™

among autonomous nations. Yet as Renato Ruggiero, the first

director-general of the World Trade Organization, noted in a rare moment of candor, "We
are no longer writing the rules of interaction among separate

national economies. We are writing the constitution of a single global

economy." (Emphasis added.)

On the board of many transnational companies, Ruggiero has been both
trade and foreign minister in the Italian government of right-wing
businessman Silvio Berlusconi. He is now the chair of Citigroup's Swiss
subsidiary. His fellow authors of the Davosian constitution have similar
r&eacute;sumé&eacute;s, tracking careers that flow easily across borders
and between public and private sectors. After just stepping down as
German chancellor, Gerhard Schr&ouml;der has become board chair of a
Russian company building a gas pipeline that Schr&ouml;der himself had
negotiated while in office. And so it goes.

In the absence of global democracy, the forces that act as

counterweights to the power of the investor class in national

economies--labor, civil society and progressive political parties--are

too weak and unorganized to create a global social contract. What might

be called the "Party of Porto Alegre”--the NGO activists of the World

Social Forum, who also meet annually (usually in Brazil, this year in
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Venezuela, Mali and Pakistan) in January--is hardly a match for Davos.
It is therefore no surprise that the constitution of the world economy
protects just one class of global citizen--the corporate investor.

Given the influence of American elites, the model for this constitution

is the North American Free Trade Agreement, conceived under Ronald
Reagan, nurtured by George H.W. Bush and delivered by Bill Clinton.
Among other things, NAFTA's 1,000-plus pages give international
investors extraordinary rights to override government protections of
workers and the environment. It sets up secret panels, rife with
conflicts of interest, to judge disputes from which there is no appeal.

It makes virtually all nonmilitary government services subject to
privatization and systematically undercuts the public sector's ability

to regulate business. Jorge Casta&ntilde;eda, later Mexico's foreign
secretary, observed that NAFTA was "an agreement for the rich

and powerful in the United States, Mexico and Canada, an agreement
effectively excluding ordinary people in all three societies.”

In the fall of 1993 a corporate lobbyist, exasperated by my opposition
to NAFTA, stopped me in the corridor of the Capitol. "Don't you
understand?" she demanded. "We have to help [then-Mexican President
Carlos] Salinas. He's been to Harvard. He's one of us."

Her reference to "us" seemed odd. Neither she nor | was a Harvard
graduate. So it took me a while to get her point: "We" internationally
mobile professionals had a shared interest in liberating similarly

mobile global investors from regulations imposed by national governments
on behalf of people who were, well, not like "us." Despite the

considerable social distance between Salinas and both of us, she was
appealing to class solidarity.

It's impossible to understand why Democratic Party leaders collaborated
with Republicans to establish NAFTA unless reference is made to
cross-border class interests. There was no compelling economic or
political reason for Bill Clinton to make NAFTA a priority in his first

year as President. In economic terms, nothing was broken that needed
fixing. Politically, NAFTA and the WTO that followed traded away the
interests of the Democratic Party's blue-collar electoral base while
creating a bonanza for Republican constituencies on Wall Street and in
red-state agribusiness.

But Clinton was more Davos than Democrat. Tutored by financier Robert
Rubin, a prodigious fundraiser who became his Treasury Secretary,
Clinton embraced a reactionary, pre-New Deal vision of a global future
in which corporate investors were unregulated and the social contract
was history. Indeed, in all three countries it was the leaders of the
political parties that had historically claimed to represent ordinary
people--the Democrats' Clinton, the Liberal Party's Jean
Chr&eacute;tien and the Institutional Revolutionary Party's
Salinas--who delivered NAFTA to their global corporate clients,
undercutting their own constituencies. "NAFTA happened,” said the
then-chairman of American Express, "because of the drive Bill
Clinton gave it. He stood up against his two prime constituents,
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labor and environment, to drive it home over their dead bodies."

A year later, in November 1994, enough angry Democratic voters stayed
away from the polls to give the Republicans control of the House. Since
then, many working-class Americans, feeling abandoned by the Democrats,
have responded to the Republican definition of class struggle as a fight
over gun control, school prayer and abortion. The Democrats have still

not recovered.

Consistent with a deal among the rich and powerful, NAFTA made the
distribution of income, wealth and political power more unequal
throughout the continent. In all three countries, wages in manufacturing
fell behind productivity increases, shifting income from labor to

capital. Ordinary Mexicans especially went through the economic
wringer--to which the willingness of hundreds of thousands of them to
risk their lives each year crossing the border continues to be tragic
testimony.

On the other hand, opportunities blossomed for the rich and powerful in

all three nations. American and Canadian investors got access to cheaper
labor and privatized Mexican companies, while Mexican oligarchs got to
broker the deals. One example was the way NAFTA was used to open up
Mexico's banking system to foreign ownership, profiting elites on both
sides of the border.

The governments of Carlos Salinas and his successor, Ernesto
Zedillo--hailed in Washington as great free-market reformers--privatized
government-owned banks, turning them over to business cronies, and,
through NAFTA, revoked the legal ban on foreign ownership. When the
banks started to falil, they were given huge government subsidies to make
them attractive to transnational buyers. At the same time, the "reform”
government was slashing subsidies to the poor for food and medicine.

Banamex, the country's second-largest bank, was bought by a Mexican
syndicate, owned by Salinas pal Roberto Hernandez Rodriguez, for $3.2
billion and when, thanks to NAFTA, foreigners were allowed to own
Mexican banks, it was resold to Citigroup for $12.5 billion. Robert

Rubin negotiated the deal for Citigroup, where he had gone after leaving
the Treasury Department. The Mexican government's welfare program for
Citigroup and other foreign investors continues: In 2003 government
subsidies to private banks (more than 85 percent of them now owned by
foreigners) were almost three times those spent on roads, schools and
other infrastructure.

NAFTA was only the beginning. The Clinton/Republican alliance then
pushed through the WTO agreement and the subsequent deal with China that
traded off more US industrial jobs in exchange for protections for US
investors in that huge Asian market. Not only has this produced a
massive trade deficit with China and further downward pressure on US
wages, it has also sent some 250,000 jobs from Mexico to China. The
ubiquitous Citigroup, with banking operations in 100 countries, is now
busy building its Chinese banking empire--with Chinese partners.
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That well-connected people who move in and out of government and
business act in ways that benefit their class and take advantage of

their contacts to further their own interests is neither illegal nor

new. That's the way class privilege works. Thus, it is unlikely that

Dick Cheney ever ordered anyone at the Pentagon to give a huge
sole-source contract to Halliburton. He did not have to. Procurement
officers already knew the relationship between the company and the Vice
President. And Cheney's promotion of more funds for the military and for
the war in Iraq in particular was bound to benefit the world to which he
belonged--his circle of rich and powerful people who would always be
there for him and his projects.

There are of course important differences between the ways the elites of
the different parties promote the Davos agenda. The preferred
instruments of Rubin Democrats are the economic levers of the US
Treasury, the IMF, the World Bank and other international financial
institutions. Rumsfeld/Cheney Republicans prefer the Defense

and Energy departments. The Rubin mode is certainly less lethal and
probably more effective. Still, Davos relies on the Pentagon to protect
its class privileges with a worldwide web of military bases, training
schools and the always-present threat to send in the Marines. It's worth
remembering that virtually the only section of Saddam

Hussein's law still untouched by the US occupation is its

oppressive labor code.

But the twin pillars of the US superpower--the Pentagon and Wall
Street--are slipping into their own crises and soon may not be able to
provide the military and economic muscle for the Davos agenda.

The crisis on the military side involves blowback from the overreach in

Iraq. Bush, Cheney and Rumsfeld--despite their thick transnational
corporate connections--have created a disaster for Davos. The war

has unleashed an army of enemies of Western modernization that is making
global corporations nervous. Two years ago the wiser heads at Davos were
appalled at Cheney's delusional report on the Bush Administration's
progress in turning the Middle East into a shopping mall--however much
they might have sympathized with the objective. Today the mess in Iraq
has revealed to Davos both the incompetence of the American governing
class and the unwillingness of the American electorate to make the

sacrifices necessary to act as security police for the world's rich and
powerful.

The looming economic crisis comes from the unsustainable US external
debt. For more than a quarter-century, we Americans have been buying
more from the rest of the world than we have been selling it, and

borrowing from abroad to make up the difference. The resulting trade

deficit has been a major engine of global growth under Davos's
management. But common sense and simple arithmetic tell us that even the
United States cannot go on much longer spending more than it is earning.

When the day of reckoning comes, high interest rates and a falling

dollar will force us Americans to rebalance our trade by cutting the

price of what we sell and raising the price of what we buy, lowering
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real incomes. The crisis in the nation's trade sector will be

transmitted to the rest of the economy, made vulnerable by overindebted
consumers, overleveraged pension funds and overpriced houses. Thanks to
George W. Bush's reckless fiscal deficits, the government will have less
ability to overcome an economic crisis through borrow-and-spend, as it

did in the last economic downturn. With the appetite for America's IOUs
diminishing, US politicians will have their hands full dealing with

rising energy costs and the tottering finances of healthcare, education

and pensions.

The basics of a harder-times scenario are not much in dispute. The

debate is between those who foresee a hard landing and those who believe
that the world's central bankers will somehow figure out a way to avoid

a global financial meltdown. But hard landing or soft, even the

staunchest supporters of globalization admit that lower living standards

are already in the cards. N. Gregory Mankiw, who as Bush's chief

economist famously praised the offshoring of American jobs, recently
acknowledged that US reliance on foreign savings to support its
consumption means a "less prosperous future."

Financier Warren Buffett reaches the obvious conclusion: We are headed

for "significant political unrest.” Democratic Senator Max Baucus, a

staunch free-trader, recently told Chinese business executives that

unless they cut their country's trade deficit with America "US politics

will become unmanageable.” New York Times columnist and Davos champion
Thomas Friedman, who also sees the writing on the wall, suggests

dividing political parties by economic class, with Republican Wall

Street joining with Democratic Hollywood against disgruntled

working-class "populists” in both red and blue states.

But working-class disgruntlement is likely to go beyond Freidman's
stereotype of uneducated losers. The outsourcing and downsizing of
opportunities is already adding to the insecurity of people much further
up the skill ladder. There are signs that the anxiety is spreading to

the business class as well; within organizations such as the National
Association of Manufacturers, the owners of smaller and medium-sized
businesses, who still depend on an American workforce, are beginning to
dissent from the once united front in favor of globalization.

Resistance to Davos is also growing in our own hemispheric neighborhood.

Latin American oligarchs who prospered by selling their countries'

assets and people to transnational investors have been ousted in Brazil, Argentina,
Venezuela, Uruguay and Bolivia. In Mexico, which is having a presidential election this July,
a leftist critic of NAFTA leads in the polls. The Party of Davos may not be over, but the rest
of the world seems less willing to foot the bill.

Here in America, the coming unrest could turn right as well as left. The
Republican Party is hopelessly tied to the multinational priorities

of the US business elite, but its managers are skilled at stoking
nationalist resentment among the working-class victims.

In the two-party system the burden therefore rests on the Democrats'
ability to produce leaders who are not co-opted by the Party of Davos.
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Given the current crop, our chances may not seem great. But leaders are
often produced by the times. As globalization's squeeze on ordinary
Americans continues, the political price will rise for those who

continue to give priority to bringing Burger King to Baghdad over
healthcare to Baltimore. It's worth remembering that Franklin Roosevelt,
who was as elite and privileged as one could get, responded to the
economic crisis of his time by becoming--as they muttered in the best
clubs--"a traitor to his class."

This article can be found on the web at:

http://www.thenation.com/doc/20060213/faux
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