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In 1945, a plan for postwar global economic order was conceived in Bretton
Woods, New Hampshire, a small town in the United States. Representatives
from the United States, Great Britain, and their wartime allies proposed the
development of three institutions: 1) the International Monetary Fund to encour-
age global financial stability and a system of payment between countries, 2) the
World Bank to fund development in former colonies and reconstruction of
war-torn Europe, and 3) the International Trade Organization to create and defend
open trade. Ostensibly, these institutions would mitigate conditions that lead to
war: lack of economic development, breakdowns in trade, and the absence of an
international monetary system.

Following the meeting at Bretton Woods, the International Monetary Fund
and the World Bank were established. However, participating countries could
not reach consensus on the third institution. As a stopgap measure, the General
Agreement on Tariffs and Trade (GATT) was established in 1947. Under GATT,
countries would promote currency-based trade through international agree-
ment. GATT soon became the prevailing policy on world trade, supplanting
the proposed International Trade Organization. By 1994, 134 member nations
met regularly to negotiate trade agreements.

The 1994 Uruguay Round of GATT was significant for several reasons [1].
Negotiations moved well beyond traditional trade matters (tariffs, import quotas,
etc.), resulting in the following measures:

* The General Agreement on Trade in Services (GATS) was established to
address regulation of cross-border trade in services.

» The Agreement on Trade-Related Aspects of Intellectual Property Rights
(TRIPS) was established to address marketing rights and competition for
intellectual property.

 National governments were required to take all constitutionally available
measures to force state and local governments to follow GATT rules.

* Tax laws favoring local businesses over foreign competitors were declared
illegal.

* The Committee on Trade and the Environment was created, formally intro-
ducing environmental issues in the trade arena.

e The World Trade Organization (WTO) was formed. Operations began
January 1, 1995, at which time WTO subsumed GATT.

WTO is the first multilateral trade organization with enforcement authority over
national governments. In contrast to previous trade pacts, WTO and its underlying
agreements prohibit members from restricting international trade. WTO seeks to
“harmonize” individual domestic policies into uniform global standards. The
harmonization of trade policies encompasses trade-related aspects of health,
public safety, and environmental protection. A country’s domestic standards
cannot exceed (i.e., be more restrictive than) international standards for trade.
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Many groups are concerned that harmonization of standards will subjugate
local public interests (human rights, the environment, popular sovereignty, etc.)
to global corporate interests. International social protection policies may also
be susceptible to challenge as violating WTO requirements. Such concerns are
heightened by the closed-door nature of WTO proceedings and general lack of
representation by health, safety, and environmental experts [2].

THE GLOBAL ECONOMY

Globalization is a process of broad social transformation that makes national
borders more permeable. World trade has grown significantly since 1973, the
year economists identify as the onset of the global economy in its current form
[3]. Today, as developed nations mature into service and information economies,
developing nations progress toward industrial economies. Countries historically
sustained by agricultural production will derive an ever-increasing percentage of
national revenue from the manufacturing sector. Unlike classic examples of
industrialization, such as the United States and Western Europe, new industrial
economies will expand under the influences of a global marketplace.

Given the ascendance of a global economy, the impact of industrialization on
“public goods,” such as health and the environment, is an international concern.
Since these issues are transnational, they pose enormous challenges to traditional
governance structures. (Governance refers to a system of rules, institutions, and
practices that limits or encourages the actions of individuals and organizations.)
Most governments are not equipped to manage problems that transcend their
borders. Moreover, international governance in social issues—with the possible
exception of public health—is still in its infancy. Global management bodies are
too weak to provide combined monitoring of commerce, social welfare, and the
environment.

The public benefits of economic growth—such as improved social infra-
structure and higher standards of living—are evident throughout the developed
world. As a result of globalization, the potential for this prosperity is developing
worldwide. However, the negative impacts of industrialization are equally evident:
pollution, strains on finite resources, new occupational hazards, and so forth.

In the 20th century, these social threats were addressed by regulation, research,
and control technologies. Such interventions gained acceptance through the
advocacy of health, safety, and environmental professionals [4]. During the
current century, the consummate effects of industrialization will no longer
be confined to a single country, region, or hemisphere. Therefore, cross-
jurisdictional equivalents of such standards and practices—and international
governance structures to champion their implementation—will be needed to
ensure that public goods are balanced with economic progress [5]. History has
proven that true prosperity cannot be sustained at the sufferance of human
and natural resources.
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SOCIAL RAMIFICATIONS OF WTO POLICY

Health and Environment

Instead of developing collaborative interventions, nations are granting signifi-
cant powers to WTO. Requirements to harmonize national standards may weaken
existing public safeguards. Furthermore, advocates from the social and environ-
mental sectors have little input in the decision-making process, yet they must
abide by final WTO rulings.

The Agreement Establishing the World Trade Organization addresses environ-
mental protection as follows:

Parties recognize that their relations in the field of trade and economic
endeavor should be conducted with a view to raising standards of living,
ensuring full employment and a large and steadily growing volume of real
income and effective demand, and expanding the production of and trade
in goods and services, while allowing for the optimal use of the world’s
resources in accordance with the objective of sustainable development,
seeking both to protect and preserve the environment and to enhance the
means for doing so in a manner consistent with their respective needs and
concerns at different levels of economic development [1].

The Agreement lacks equivalent language on public health and work security.
However, WTO has provided a general statement on labor issues:

The International Labour Organization (ILO) is the competent body to set and
deal with [international labor] standards, and we [WTO members] affirm our
support for its work in promoting them. We believe that economic growth
and development fostered by increased trade and further trade liberalization
contribute to the promotion of these standards. We reject the use of labour
standards for protectionist purposes, and agree that the comparative advantage
of countries, particularly of low-wage developing countries, must in no way
be put into question [6].

As declared, WTO does not address labor concerns directly. In such matters,
WTO defers to ILO. (For information on labor standards, see ILO 1994 in the
bibliography for this article.) While ILO’s mandate does not include enforcement
capacity (it cannot directly assure that employers comply with international
safety and health standards), it does have a mechanism by which constituent
groups can file complaints with the ILO’s Committee of Experts when the terms
of a ratified international labor convention are not being respected.

The WTO Committee on Trade and the Environment is charged with analyz-
ing the relationship between trade liberalization, sustainable development, and
environmental protection—and making recommendations to ensure these
goals are “mutually supportive.” However, the committee cannot conduct nego-
tiations or formally influence WTO policy [7]. To date, the Committee on
Trade and the Environment has not produced any concrete recommendations on
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environmental health. (There are no equivalent committees on labor issues or
public health.) ' . .

WTO does not prescribe or prohibit specific environmental safeguards. qu—
ever, such measures must be nondiscriminatory, as judged by WTO authorities.
This position is articulated as follows:

Non-discrimination is the cornerstone of secure and predictable market access
and undistorted competition: it guarantees consumer choice and it gives
producers access to the full range of market opportunities. Subiect to that
requirement being met, WTO rules place essentially no constraints on .the
policy choices available to a country to protect its own env1rox.1ment against
damage either from domestic production or from the consumption of domes-
tically produced or imported products [7].

Interestingly, WTO rules allow members to place national health, safefy, an.d
environmental goals ahead of standing obligations to free trade. To receive t}ns
dispensation, nations must prove to WTO’s satisfaction that trade liber.ahzatlon
will hinder these goals. (For full text, see GATT Article XX, GATS Article XIV,
and TRIPS Article 27.)

Presently, WTO lacks the capacity to adequately address the impact of trade on
health and the environment. Such issues deserve priority on any economic
agenda. Development can only be sustained if vital assets—including human and
environmental capital—remain constant or rise over time. These processes are
interdependent. Without adequate social and environmental protection, develop-
ment will be undermined; without development, social and environmental protec-
tion cannot be maintained.

Product Safety

Binding agreements on product safety are negotiated by the Council for Trade
in Goods. As with all WTO councils, the Council for Trade in Goods is composed
almost entirely of economists, political scientists, and trade experts. Agreements
that are devised without broad stakeholder involvement may neglect long-term
social and environmental needs. Even if rulings are disputed later, there is no
guarantee that environmental and health perspectives will be heard.

In particular, the Agreement on the Application of Sanitary and Phytosanitary
Measures (SPS) may undermine several public health protections. SPS covers
food safety (livestock, fish, plant life) and requirements for quarantine, inspec-
tion, and testing. SPS is designed to prevent countries from using health and
safety standards as barriers to trade. Understandably, public health professionals
are concerned that legitimate laws to protect human, animal, and plant health
will violate SPS.

SPS requires that health and safety laws be supported by scientific evidence.
In practice, countries often disagree about how much data is sufficient to war-
rant protective measures. Obtaining conclusive evidence may require elaborate
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testing, especially in regard to cumulative health effects. Such studies require
time and resources—and may need to be replicated to justify trade restrictions.

The WHO has reported that globalization of the food supply is a growing cause
of illness worldwide [8]. As imports and exports increase, the inspection and
enforcement procedures of many countries may not be adequate to ensure food
safety [9]. In this context, the removal of perceived trade barriers may provide
a conduit for disease.

WTO has named the Codex Alimentarius Commission of Rome (Codex) to
set standards for food product safety and labeling. Codex was established in
1962 by WHO and the United Nations (UN) Food and Agriculture Organiza-
tion (FAO) to facilitate world trade in foods through internationally accepted
standards [10]. Until it was empowered by WTO, Codex published voluntary
hygienic and nutritional standards for food production. These standards were
designed to facilitate trade by helping developing countries establish food
safety systems.

It is critical that Codex balance its mandate to promote international trade
with its public health responsibilities. In its current role with WTO, Codex cannot
compel industry to provide data for standard-setting and does not allow sub-
stantive public review of proceedings. To date, no binding health standards
have been codified by Codex.

The safety of nonfood products is covered by the Agreement on Technical
Barriers to Trade (TBT). The Agreement provides a framework for harmoniza-
tion of safety standards for products (i.e., consumer protection) and manufac-
turing processes (i.e., environmental and worker protection).

TBT empowers the International Organization for Standardization (ISO) to
establish international product standards. ISO is a private-sector body founded by
the manufacturing industry in the 1950s. Originally, ISO worked to standardize
sizes for consumer goods (apparel, tools, machine parts, etc.).

Today, ISO focuses on eco-labeling, management practices, and the environ-
mental impact of products. ISO is not charged with promoting public health
and safety outside of these areas. Given its limited purview and obligations
to industry, ISO’s fitness to address product safety remains in question.

Both SPS and TBT state that domestic product safety standards must not
be more restrictive than necessary to achieve global trade liberalization. Hereto-
fore, manufacturers were required to demonstrate product safety, and govern-
ments could ban a product until it was proven safe. Under WTO rules, the burden
of proof is reversed. Governments must prove a product is unsafe before pro-
hibitions can be established.

Medical Services

The General Agreement on Trade in Services (GATS) is the world’s first
multilateral agreement that grants legally enforceable rights to trade in all
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services—including health care and insurance. GATS allows certain latitudes
with regard to services. Governments may 1) choose which services to export/
import, 2) limit market access and the extent of services imported, and 3) give
favorable status to selected WTO members.

Once a country chooses to import a particular service, companies that export
that service enjoy the unrestricted right to 1) establish a commercial presence
in the market (e.g., create subsidiaries, acquire local companies), 2) travel
between countries to supply the service, and 3) locate personnel where salaries
are most advantageous.

Countries have yet to apply GATS rules to medical services. Due to the
inherent complexity of this sector, global medicine is not widely practiced at
this time. However, technology already permits diagnosis, consultation, and
intervention via satellite and the Internet—an emerging subsector known as
telehealth. As telehealth matures into mainstream medicine, international trade
in medical services will become more common. Furthermore, GATS covers
occupational safety and health supports such as labor unions and workers’
compensation insurance. Health experts should prepare for the potential impact
of GATS on these services.

Intellectual Property

Intellectual property refers to creations of the human mind. The Agreement on
Trade-Related Aspects of Intellectual Property Rights (TRIPS) grants ownership
rights, legal protections, and patents for intellectual processes and products.
When a patent is granted, the holder enjoys a monopoly on the manufacture and
pricing of the property for 20 years.

In contrast to other WTO agreements, TRIPS explicitly limits trade by estab-
lishing enforceable global protection for intellectual property owners. By ensur-
ing such rights, WTO seeks to promote innovations in art, science, technology,
and industry. TRIPS was originally slated to be implemented by all members by
2006, but this date may be extended several years for some countries.

Pharmaceuticals and Nutrition

TRIPS permits patenting of several health-related properties: medicines,
agricultural chemicals, genetically engineered plant varieties, seed germplasms,
growing techniques, and traditional remedies. Under TRIPS, such products can
be legally protected as intellectual property [11]. The only exceptions to patent-
ability are 1) inventions that are dangerous to human, animal, or plant life or
health—or seriously prejudicial to the environment; 2) diagnostic, therapeutic,
and surgical methods for the treatment of humans or animals; and 3) plants and
animals (excluding micro-organisms) and biological reproductive processes.

With respect to nutrition and pharmaceuticals, TRIPS violates long-standing
cultural practices. What were once public domain in many countries—food and
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medicine—can now be privatized through global patent laws. This fundamental
change may have the greatest impact on developing countries, where food
shortages and disease outbreaks threaten populations regularly [12]. The UN
Development Program (UNDP) reports that TRIPS would increase the cost of
seed production in poorer countries and may make medicines and agricultural
products prohibitively expensive. In such cases, TRIPS allows countries “to

adopt measures necessary to protect public health and nutrition . . . provided
that such measures are consistent with the provisions of this Agreement”
[13, emphasis added].

TRIPS provides two measures for limiting patent holders’ rights if necessary
for public welfare: compulsory licensing and parallel importing. Compulsory
licensing allows governments to suspend exclusive marketing rights so that
others (such as generic drug companies) can manufacture the product by paying a
royalty to the patent holder. Parallel importing is the practice of importing goods
through wholesalers or other intermediaries located in countries where goods are
less costly, rather than buying them domestically. Even so, WHO projects that as
much as one-third of the world’s population may have difficulty accessing
essential drugs.

Of particular concern, indigenous staples—seed stocks, medicinal herbs,
flora—can be patented by outside interests if they are genetically modified or
simply for innovations in extraction processes [11]. These latitudes encourage
biopiracy and may have negative impacts on traditional and subsistence cultures.

Domestic Viability

The Bretton Woods institutions were designed to promote civil peace through
economic stability. Narrowing the income gap between countries was an
explicit priority. However, the opposite has occurred: In 1997, the income gap
between people in the richest fifth of the world’s countries and the poorest
fifth was 74 to 1, up from 30 to 1 in 1960.

According to the UN Conference on Trade and Development (UNCTAD),
the economies of developing countries must grow at 6% annually to close the
income gap with industrialized neighbors. Globally, 3% growth is required
to contain poverty in developing countries and unemployment in developed
countries [14]. These thresholds may be difficult to reach and sustain.

Moreover, tax revenues as a percent of gross domestic product declined in poor
countries during the 1990s. Such losses limit the extent of public services,
most notably health care, which is state-supported in most developing countries.
Trade liberalization can be detrimental to developing economies, especially those
without a stable tax base.

WTO plans to eliminate tariffs on leading exports from developing countries:
coffee, tea, cocoa, metal ores, and cotton. As a result, UNCTAD estimates that the
world’s 47 least developed countries (29 of which are WTO members) will
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lose $163-$265 billion in export earnings [15]. Ironically, some countries may
become less able to support growth once they join WTO. This threat to domestic
viability is instigated by the Agreement on Trade-Related Investment Measures
(TRIMS) and the Agreement on Government Procurement (AGP).

TRIMS sets rules for investing capital in foreign countries. The majority of
investment capital comes from developed countries: The fifth of the world’s
population living in the highest-income countries holds 68% of all foreign
investments; the bottom fifth holds 1%. Under TRIMS, a foreign corporation
operating in a developing country (or any country) cannot be required to
1) purchase materials locally; 2) balance imports with exports to maintain a
healthy balance of payments; 3) export their products, so as not to compete
with local firms. Thus, TRIMS makes foreign investment more profitable by
banning practices used by developing countries to ensure that investments
promote domestic development.

AGP applies to the purchase of goods and services by governments. Unlike
other agreements, enrollment is optional for WTO members. AGP bans prefer-
ential buying from domestic companies and discrimination against foreign pro-
ducers on the basis of environmental, human rights, or labor practices.

CONCLUSION

The coming of age of the global economy is akin to the rise of the Industrial
Revolution 200 years ago. However, development is now global. World popula-
tion continues to increase, and labor migration is commonplace. But other factors
have not changed: The environment is finite. The health of communities is
influenced by the industries they house. Worker safety is dependent on hazard
controls in the workplace.

As world trade escalates, it likely will place unprecedented strains on human
health and ecosystems. Commerce cannot thrive in a vacuum—without regard
for social and ecological well-being. For the global economy to remain viable,
world trade must be balanced with sustainable environments and human health.

Stability and development are essential to global peace, which was the very
premise of the Bretton Woods meeting. Although society has evolved con-
siderably since 1945, WTO cannot ignore this logic.
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WORK SECURITY IN A GLOBAL ECONOMY

ELLEN ROSSKAM

ABSTRACT

Work security is a fundamental right of all working people. After World
War II, the welfare state became an intrinsic part of the “Golden Age” of
capitalism, in which universal prosperity seemed attainable. Workers’ organi-
zations frequently played a crucial role in policy decisions that promoted full
employment, income stability, and equitable treatment of workers. Today’s
world order is quite different. Globalization in its present form is a major
obstacle to work security. Globalization is not simply a market-driven phe-
nomenon. It is a political and ideological movement that grants authority to
capital over governments and labor. This transfer of authority hinders national
efforts to promote work security and may impact the well-being of com-
munities worldwide. In the absence of domestic autonomy, international labor
standards are needed to protect social welfare. They should be geared toward
curbing unemployment, poverty, and social exclusion in the global economy.
The article looks at three initiatives to promote global work security.

Work Security is a fundamental right of all working people. It is an inseparable

part of basic socio-economic security through the provision of:

Protection against accidents and illness at work through safety, health and
environmental regulations; protection from discrimination based on work-
related or other disabilities, gender, race, religion or ethnicity; protection from
violence, harassment, stress, unsociable hours; limits on hours of work, night
work; limits on working age; rights to employment and income security,
compensation benefits, pension security, maternity protection, absenteeism
protection, long-term care, holidays, reasonable work scheduling and work
organization; protection through legislation, enforcement, inspections; right
to association; right to collective bargaining; right to social supports such as
access to health care, education, child care; right to refuse unsafe work; right
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NAO U.S. National Administrative Office

NHFA National Health Financing Authority (Malaysia)

OECD Organization for Economic Co-Operation and Development

OSH Occupational safety and health

OSHA U.S. Occupational Safety and Health Administration

Panel WTO Dispute Resolution Panel

SA 8000 Social Accountability 8000

SPS Agreement on the Application of Sanitary and Phytosanitary
Measures

STPS Mexican Secretariat of Labor and Social Welfare

TBT Agreement on Technical Barriers to Trade

TRIMS Agreement on Trade-Related Investment Measures

TUAC Trade Union Advisory Committee

UCLA University of California at Los Angeles

UN United Nations

UNCED United Nations Conference on Environment and Development

UNCTAD United Nations Conference on Trade and Development

UNDP United Nations Development Program

UNEP United Nations Environment Program

WHO World Health Organization

WTO World Trade Organization

Note

All currency figures are in U.S. dollars unless otherwise noted.
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Section 1. Challenges of Globalization

TRADE POLICY AND PUBLIC GOODS

GREGORY P. LOOS

ABSTRACT

The World Trade Organization (WTO) was formed in 1994 as the first
multilateral trade organization with enforcement authority over national
governments. A country’s domestic standards cannot be more restrictive
than international standards for trade. WTO seeks to “harmonize” individual
domestic policies into uniform global standards and encompasses trade-
related aspects of health, public safety, and environmental protection. These
issues are transnational and pose enormous challenges to traditional govern-
ance structures. Most governments are not equipped to manage problems
that transcend their borders. Moreover, international governance in social
issues—with the possible exception of public health—is still in its infancy.
Many groups are concerned that local public interests will be subjugated
to global corporate interests. The article looks at the social ramifications of
world trade policy and concludes that world trade must be balanced with
sustainable environments and human health.

An important new challenge for our times [is] finding effective ways of
reaping the benefits of increased economic competition without sacrificing
social cohesion. [This challenge] threaten[s] to destroy the support that most
people have given to the ideas of open economies and open societies. If this
comes to pass the economic and social loss will be immense. How can we
avert it? I am convinced that the answer lies in adding a social pillar to the
evolving governance structure of the global economy.
Juan Somavia, Director-General
International Labor Organization
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