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@ Global Financial Crisis of 2008

ihe fall of 2008, the global financial system came close to collapse,
sulting in the greatest challenge to the global economy since the Great
pression of the 1930s. Global stock markets plummeted; one of the
Wworld's largest banks collapsed; both industrial output and world trade lev-
#ls dropped far more than they had in 1929; global foreign direct invest-
went and flows of remittances from migrant workers plunged; and global
whemployment increased by an estimated 14 million people just in 2008. In
ihe United States, unemployment more than doubled. Consumer demand
v_.:::_ﬁoa and credit became almost impossible to obtain. In 2014, the
sllects of the crisis continued to ripple through the global economy.

What can be learned about global economic governance from how var-
lus actors responded and the policies that have been put in place? Daniel
Direzner (2012: 1) argues that “the system worked,” writing: “A review of
geonomic outcomes, policy outputs, and institutional resilience reveals that
ihese regimes performed well during the acute phase of the crisis, ensuring
{he continuation of an open global economy.” While others disagree with
ihis assessment, the global economy has rebounded relatively well—far
hetter than was the case in the aftermath of the Great Depression.

The way the 2008 crisis rippled around the world was indicative of
global economic interdependence, although the effects of the crisis were
not felt equally in all parts of the world. The United States and Europe
were most severely affected; many developing countries much less so.
States such as China, South Korea, and Japan, dependent on exports to the
United States and Europe, saw their markets shrink and export earnings
fall. Oil prices dropped by 69 percent between July and December 2008,
yeverely affecting oil-exporting countries such as Saudi Arabia, Russia,
Angola, and Venezuela. In emerging markets of Eastern Europe, the Baltic
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states, and other former Soviet Union states, private foreign invest
plummeted in 2008 to less than half that of a year earlier. In late 2008,
land became the first state victim when its banking system collapsed,
speed and depth of the collapse of global financial markets and inf
tional trade were breathtaking. Over $10 trillion in wealth was lo|
households worldwide.
The crisis had many causes: irresponsible lending in the United
and Europe; central bankers and other regulators who tolerated risky p
tices; a glut of savings in Asia that reduced global interest rates; yeal
low inflation and stable growth that made people overconfident. It *
lighted the fragility, volatility, and occasional catastrophe that come
globalized capital markets” (Drezner and McNamara 2013: 155). Ini
responses to the financial crisis were mostly unilateral. Both the Unl
States and various EU member governments took unprecedented stepy
bail out banks and insurance companies to get credit markets function
and stimulate investor confidence. Fairly quickly, however, central ba
such as the US Federal Reserve, the Bank of England, and the Europ
Central Bank, undertook coordinated action, cutting interest rates !
expanding credit facilities to avert a currency crisis. Those actions
critical to preventing a deeper depression. In 2008 and 2009, all the majs
economies implemented major stimulus packages to address the unemplof
ment, drop in investment, and tight credit effects of the crisis.

The IMF initially responded to the crisis by making available almo
$250 billion for credit lines, then tripled that to $750 billion in 2009. l¢
land became the first Western country to borrow from the IMF since 1971
Substantial emergency loans were also made to Ukraine, Hungary, and Pi
istan. In addition, the IMF created the Short-Term Liquidity Facility fof
emerging-market countries. It reorganized the Exogenous Shocks Facility,
designed to help low-income states, to provide more rapid assistance. Subs
sequently, the International Development Association (IDA) of the World
Bank Group increased its resources for lending to some of the poorest
developing countries, and ASEAN broadened its Chiang Mai Initiative 1o’
create an arrangement for currency liquidity.

Yet none of the existing institutions were up to the task of coordinating
responses. Both short-term emergency responses were needed as well as
better long-term cross-border supervision of financial institutions, global
standards for accounting and banking regulation, and an early warning sys-
tem for the world economy (Cooper and Thakur 2013: 13). US president
George W. Bush’s decision to convene the G-20 at the leaders level for the
first time in the Summit on Financial Stability and the World Economy in
November 2008 marked a recognition of those shortcomings and the need
for a new approach, one that recognized that any solution to the crisis
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iledd 1o include developing countries such as China, India, Brazil, and
Ao,
Thus the crisis also brought a major geopolitical shift, with the G-7,

winated by major developed countries, supplanted as the principal global

unomic forum by the G-20 (see Figure 8.1). Over the course of ten

unths, the G-20 leaders met an unprecedented three times, establishing

group’s reputation as a crisis first-responder. They produced a number

major initiatives, including support for large domestic stimulus packages

il iew resources for the IMF, World Bank, and IDA; they took steps to

wvent a rise in trade protectionism and reconfigured the Financial Stabil-

y Forum into the Financial Stability Board. Indeed, one of the G-20’s
W complishments and an unexpected outcome of the crisis was the revital-
Weation of the IMF, making it the site of an early warning system for future
vites (Cooper and Thakur 2013: 78).

A key to the G-20’s ability to orchestrate rapid responses to the crisis
Wi the experience of members’ finance ministers in meeting with one
wnother regularly and engaging in frank, unscripted exchanges with all
members. The difference in moving to the summit level was that leaders
hud the ability to make commitments, deals, and concessions to solve
problems.

In this chapter, we address the global and regional governance struc-
tures for finance, trade, and macroeconomic policy coordination that long
tevolved around developed states, and then in Chapter 9 turn to governance
lor economic and human development in the developing world.

Figure 8.1 Leading Economic Groups
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An Evolving Global Economy
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dependence among economies will lead to greater economic develop-

tor all states.
Yot not all states face the same problems, nor have all adopted liberal
i norms to the same degree and in the same way. Indeed, some
gi feject them. Some states have prospered; many, including a large
\het of developing countries, are still struggling. A group of emerging
somies, including the BRICS, ASEAN states, and Mexico, have made
eople within each country have

Wificant economic gains, though not all p
wefited from the gains. While Russia moved initially toward a more mar-
nted system in the 1990s, the government’s role in the economy
§ ipain been strengthened and the economy has become highly depen-

China, too, has shifted from a communist sys-
ut state-owned firms and banks still
he liberal economic system

he end of World War I under US leadership looks quite dif-

o economic liberalism came from statist mercan-
of the state and the subordination of all
statebuilding. Where liberals see the

mutual benefits of international trade, mercantilists see states as competing
with each other to improve their own economic potential. Statist policies
iciency rather than interdependence, limited imports
ol foreign goods through substitution of domestic products and high tariffs,
and restricted foreign direct investment. The “tigers” of East Asia, includ-
ing South Korea, Singapore, and Taiwan, successfully used this approach to
sconomic development during the 1980s and early 1990s, as discussed in
(‘hapter 9. Yet many states that pursued statist approaches during earlier
sages of their development have since opened their economies and
accepted the central roles of the Bretton Woods institutions in global eco-

nomic governance.

One major challenge t
ilism, which emphasizes the role
seonomic activities to the goal of

slress national self-suff

The Bretton Woods Institutions:

The Core of the Liberal Economic Order

The Bretton Woods institutions have been integral to the growth of a liberal

economic order. As discussed in Chapter 3, the World Bank was to rehabil-

itate war-damaged economies and provide needed development capital. The
IMF was to provide short-term aid to compensate for balance-of-payments
shortfalls and ensure a stable monetary system. Together, the IMF and
World Bank were to be the lubricant needed to allow all states to slide into
a more globalized world economy. The General Agreement on Tariffs and
Trade was to facilitate economic growth through reduced barriers to inter-
national trade. Later, when GATT was transformed into the World Trade
Organization, it provided a dispute settlement body for trade grievances to
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Mole of Multinational Corporations
A re the vanguard of the liberal order. They are “the embodiment par

llence of the liberal ideal of an independent world economy. [They
| tuken the integration of national economies beyond trade and money
e internationalization of production. For the first time in history, pro-
Hlon, marketing, and investment are being organized on a global scale
1 than in terms of isolated national economies” (Gilpin 1975: 39). For
tily, MNCs represent the most efficient mechanism for economic devel-
wint and improved well-being. They invest capital worldwide, open new
thets, introduce new technologies, provide jobs, and finance projects
| Industrialize and improve agricultural output. They are the transmis-

i belt for capital, ideas, and economic growth, and are important parts of
bl economic governance.

Larly forerunners of today’s MNCs included the Greek, Phoenician,
| Mesopotamian traders, and the British East India, Hudson Bay, Levant,
Ml Dutch East India companies in the seventeenth and eighteenth cen-

Witles, The prominence of MNCs has increased dramatically, however,
sice the 1960s, facilitated in part by the formation of the European Com-

mion Market and by liberalization of trade generally.

The significance of multinational corporations cannot be overstated. In

2007, before the global financial crisis, more than $2 trillion was invested
iverseas by private firms seeking long-term control of foreign operations.
Although the pace slipped in subsequent years, in 2011 it was up to $1.5
tiillion and rising. While roughly 80 percent of foreign direct investment
vomes from developed countries, more and more comes from firms based
in developing countries. Chinese companies, many of them private, are a
sgnificant source of new investment, with almost half of that investment

poing to developing countries.

Private International Finance
It is also difficult to overstate the importance of private international

linance in the contemporary world economy. It includes pure banking
transactions such as deposits and loans involving private individuals, firms,
governments, brokerage houses, and hedge funds, as well as the gamut of
transactions involved in the stock market. One could add the roles of insur-
ance companies, mortgage companies, bond-rating agencies, financial
advisers, and currency-exchange companies in moving funds around the

world.
The scale of activity in international private finance is massive. Each

day roughly $4.5 trillion crosses international borders, including $110 bil-
lion in the form of loans and $150 billion in the form of portfolio invest-
ment (stocks and bonds) and between $50 and $100 billion in purely spec-
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1 new financial institutions in 2014: the New Development Bank, to

¢ Infrastructure and sustainable development projects, and a foreign

iy reserve pool that will be rivals to the World Bank and IMF. While

In the main contributor in both cases, the membership is broad and

slute has a vote, with no veto power. Yet although the BRICS coun-

dilter with the West over many issues such as market access, invest-
I tepulation, and intellectual property rules, they share little in com-
, uking it unclear how soon and how well the new institutions begin
Honing.

lecause international finance and trade have been dominated by devel-
il vountries since World War II, governance too has primarily involved
minjor Western economic powers. Only now, with China’s rise and that
uther emerging economies, are the politics of global economic gover-

e shifting significantly.

fiovernance of Global Finance

tilobal Currency Governance:
from the Gold Standard to the Float, BIS, and IMF
States, markets, firms, banks, and international institutions are all actors in

the governance of international finance today. They have generally pre-
lerred stable currencies and readily available credit with sufficient capital

lor long-term investment and trade. They have also often sought to control
the movement of capital, but it is not possible to do all at the same time.
Currency values generally respond to market forces. Traders are willing to
pay more for the currency of a country with a large, well-managed econ-
omy rather than its opposite, and as a country’s economy moves in one
direction or the other, the value of its currency will generally rise or fall.
If states seek to control the value of their currencies, they must also take
steps to control how attractive their overall economies will be relative to
the economies of other states. Countries may resist allowing their curren-
cies to rise, since this makes exports more expensive for foreign customers.
Conversely, states may resist acknowledging that their currency has lost its
value, since this makes imports more expensive, which can lead to rising
prices overall. More prestige is attached to a strong currency as well, but
artificially high or low currencies usually produce profound imbalances
around the world.

At different times throughout history, gold was the linchpin of the
world currency system. Most recently this occurred during the 1920s, when
the value of the US dollar was linked to gold. A few other currencies were
also linked to gold, but the Great Depression made this arrangement unsus-
tainable. After World War II, the US dollar returned to the gold standard,



although since it was the only currency to do so, and other cu
attempted to “peg” (or establish their value in relation) to that of |
dollar. This “dollar-gold” standard helped consolidate the role of th
States as the world’s creditor and manager of the international
system. For twenty-five years, the world went through a period of re¢
stable exchange rates and high confidence in the dollar, which in tu
ulated long-term international investment and the postwar reco
Europe and Japan.

The US dollar was taken off the gold standard in 1971 due to p
on the US economy from increasing trade deficits. Instead, to resto)
balance and address other cash-flow issues, the United States allo
free market to establish the exchange rate for the dollar. This prod
crisis in international finance, as some feared a return to the financial
bility of the 1920s. Instead, currency values stabilized with the help ol
odic coordinated actions by the world’s central bankers and the M
floating currency system has actually provided more flexibility th
system of fixed exchange rates and the gold standard, as it allows cul
cies to rise and fall with fluctuations in the major economies. Two i

tional institutions have been important: the Bank for International §
ments (BIS) and the IMF.

The Bank for International Settlements. The BIS was the first pi
international financial institution, established in 1930 by the central bank
of the United States, Japan, and several European states as a means of ¢g
dination. It was soon asked to intervene to bail out an increasing num
of collapsing currencies. Although it was unable to prevent the unfold}
Great Depression, it has remained in existence and was put to work aff
World War II to facilitate exchanges between various European centy
banks until the IMF was able to begin making loans in the early 195()
While it played a secondary role thereafter, the BIS is still an importaj
source of banking advice, particularly regarding banking reserves designe
to ensure solvency.

The Basel Committee on Banking Supervision was created within t
BIS in 1974 to facilitate cooperation between government agencies thal
supervise and regulate banks. It has established standards by which ban

are to be regulated and, in that role, is central to how global financial gov=

ernance works. Despite its global reach, however, the committee has a

small secretariat and is made up of representatives from the central banks

and bank regulatory agencies in only twenty-two countries. Because of the
importance of these countries and their central banks, there are “strong
incentives” for other states to follow the same standards. The IMF, other
financial institutions, and international capital markets also use the stan-
dards to evaluate the soundness of banks (Young 2011: 39).
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Figure 8.2 Decisionmaking in the IMF
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piuirements for structural adjustment lending required recipients to

\ie economic policy reforms or achieve certain conditions (referred to

wditionality) in return for financial assistance. The conditions are

| ul overcoming structural bottlenecks in countries’ domestic

ainies and governmental policies, as well as stimulating trade liberal-

i and private sector involvement. Figure 8.3 shows the diverse range

Migpested policies, all of which are compatible with liberal economic

win The IMF’s role in dealing with developing countries’ debt is dis-

| further in Chapter 9.

Ihe IMF’s response to the 19971998 Asian financial crisis had mixed
(lix. Beginning in Thailand in 1997, the crisis spread to other countries
Auli, including Indonesia and South Korea in early 1998; exchange rates
Jumineted, stock markets fell, and real GDP dropped. Millions of people
¢ lorced back into poverty. The huge inflows of private investment cap-
| (hat had fueled rapid development stopped, creating a crisis of confi-
Je in the Asian economies. The crisis revealed the weakness of many
Asliun countries’ banking systems, their heavy levels of short-term debt and
Wirent-account deficits, along with the corruption of “crony capitalism”
Al closely tied business and government.

I'he IMF responded to the 1998 crisis with large, controversial bailout

v!._::._cz to three of the affected countries (Thailand, $17 billion; Indone-
s, $306 billion; and South Korea, $58 billion), in addition to lengthy sets of
punditions that each country was supposed to follow and monitoring
evices to ensure compliance. Governments had to agree to carry out exten-

yve structural reforms that would transform their economies from semi-
mercantilist to more market-oriented. In South Korea, the government lifted
Jesirictions on capital movements and foreign ownership and permitted
yompanies to lay off workers, for example. The reforms were largely suc-
yexsful from an economic perspective, but they also led to a public back-
Jush, a boycott of foreign products, and exposés of how foreigners benefited
Wl the expense of Koreans (Moon and Mo 2000).

The IMF approach was similar to that in previous crises in Latin Amer-
(i in the 1990s (particularly in Argentina), calling for higher interest rates
and taxes, reduced public spending, breaking up of monopolies, restructur-
ing of banking systems, and greater financial transparency. Yet the IMF
misdiagnosed the problem and its prescription proved inappropriate, espe-
¢ially in the Indonesian case. The Asian crisis was not the same as Latin
American crises. High interest rates pushed more indebted companies into
bankruptcy; budget cuts eliminated social services and pushed more fami-
lies below the poverty line, leading to backlash against governments and
the IME.

The IMF also played a key role in the transitions of Russia and other
{ormer communist countries to market economies during the 1990s. It pro-
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Figure 8.3 IMF Structural Adjustment Programs

Profile of a Country in Need of Structural Adjustment
e Large balance-of-payments deficit

Large external debt

Overvalued currency

Large public spending and fiscal deficit

* o o

Typical Goals of Structural Adjustment Programs
Restructure and diversify productive base of economy
Achieve balance-of-payments and fiscal equilibrium
Create a basis for noninflationary growth

Improve public sector efficiency

Stimulate growth potential of the private sector

Typical Structural Adjustment Policies
Economic Reforms
¢ Limit money and credit growth
Devalue the currency
Reform the financial sector
Introduce revenue-generating measures
Introduce user fees
Introduce tax code reforms
Eliminate subsidies, especially for food
Introduce compensatory employment programs
Create affordable services for the poor

Trade Liberalization Reforms

e Remove high tariffs and import quotas
¢ Rehabilitate export infrastructure

* Increase producers’ prices

Government Reforms

® Cut bloated government payroll

¢ Eliminate redundant and inefficient agencies
* Privatize public enterprises

* Reform public administration and institutions
Private Sector Policies

* Liberalize price controls
* End government monopolies

vided financial resources to make external adjustment more orderly, includ-

ing credits of $27 billion to enable states to avoid external arrears and ease

debt servicing. Russia alone received $11.2 billion during its 1998 financial
crisis. The most advanced economies in Central Europe and the Baltic
states achieved rapid success, using the funds to liberalize foreign trade and
reduce inflation. Although economic liberalization supported by the IMF
paved the way to a resumption of growth in Russia after its 1998 crisis,
Russia’s subsequent economic boom owed much to the skyrocketing price
of petroleum and new governmental controls. Yet those same petroleum
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ikets are also highly volatile, and declines in oil prices in late 2014,
uibined with the effects of Western sanctions following Russia’s takeover
{ rimea, have had a negative effect on the Russian economy, which now

Jes and falls with the globalized economic system.

I'he negative outcomes to some of these crises shook faith in the IMF

Wil liberal economic solutions, and help explain why the Fund’s response

I (he 2008-2009 global financial crisis was initially muted. Yet not only
Wi the IMF revitalized as a result of that crisis, but it also took an active
tule in the euro crisis that followed (discussed later). In 2014 the IMF inter-
yened with $17 billion in funding to help the embattled pro-Western regime
i Ukraine following the ouster of pro-Russian president Viktor
Yunukovych, albeit with a package of stringent austerity measures similar
i (hose imposed in earlier crises. The Fund was criticized by some for tak-
I sides in the country’s political crisis, but its Western supporters viewed
ile measures as essential to keeping Ukraine’s sovereignty and economy
ntact.

Critics of IMF responses have focused on the so-called moral hazard
problem of IMF rescue packages that encouraged international investors
and states to engage in still more reckless behavior because they counted on
ihe Fund’s safety net. Whose interests was the Fund serving? Others think
{hat more money and fewer conditions would help pull countries out of cri-
Wl faster. Still others advocated limiting the Fund’s attention to balance-of-
puyments issues and crisis management, not development or economies in
iransition. And some critics focused on the secrecy of negotiations between
the Fund and member countries, arguing for greater transparency in IMF
decisionmaking. Even the IMF itself has been retreating from its earlier
commitment to fiscal discipline and free markets. Not only has it encour-
uped governments to continue spending to stimulate growth, but in 2014 the
IMF’s managing director, Christine Lagarde, endorsed internal IMF stud-
\es that showed the need to reduce income inequality to achieve sustainable
prowth and social stability.

IMF surveillance. In addition to the structural adjustment requirements, the
IMF introduced a surveillance process in the late 1970s, involving annual
consultations with member governments to appraise exchange-rate policies
within the framework of general economic and policy strategies. The pur-
pose is to anticipate risks to stability and advise on policy adjustments
before crises break out. The IMF offers technical assistance to members
whereby state officials are trained at the IMF Institute and in regional train-
ing centers in data collection, bank management, and fiscal and monetary
policy. Three regular publications are an important part of the surveillance
process: World Economic Outlook, the Global Financial Stability Report,
and the Fiscal Monitor.



394 International Organizations

Since 2000, the IMF’s surveillance functions have grown in imp
and expanded, even as structural adjustment lending has declined, i
the IMF added regular “spillover reports” on the impact of the fi
economies (China, the eurozone, Japan, the United States, and th __
Kingdom) on their partner countries. Thus, while it may appear |
IMF often targets developing more than developed countries, it has,
issued critical reports on US and European policies. iy

IMF reform. In the wake of the 1997 crisis, the IMF set up sysii
improve monitoring of the international financial system, so-callg
alarms, to better anticipate financial meltdowns. It also set up a cre
to provide another account from which countries in trouble could
despite some opposition by Germany and other “tight money” E {
countries (de Beaufort Wijnholds 2011: 125). As part of the negoti ;
the credit line, the IMF put in place a system whereby governments §
be expected to divulge details of their national accounts that had prev
been confidential. For those more eager to trade on global capital ma
even more information was expected. However, the IMF has resisted
viding specific credit scores on countries, although enough informat|
now available to draw fairly specific inferences. /
Following the 2008 financial crisis and the elevation of the G-2(
key part of global economic governance, proposals were put forward (o
nificantly increase the quotas, and hence the votes, of G-20 members |
were considered underrepresented on the IMF Executive Board. Spet
cally, reforms agreed to in 2010 will double the quotas, while shifting al
6 percent of quota shares from overrepresented to underrepresented me
ber countries and still another 6 percent to dynamic emerging-market §
developing countries. With that realignment, China would become the thi
largest member country in the IMF, and Brazil, China, India, and Russ
would be among the ten largest shareholders in the Fund. At the same tin
the quotas and voting share of the poorest member countries would be pre
served. Despite acceptance in March 2015 by 147 IMF member states,
resenting 77 percent of voting shares, however, the reforms had yet to |

approved by the US Congress, leaving in doubt whether the quotas will b
realigned in the near future.

The Financial Action Task Force. As discussed in Chapter 7 with regard 1o
cutting off terrorist financing, the FATF, established in 1989, plays a major
role in global efforts to address the problems of money laundering and ter
rorist financing. It operates as an independent entity based at the Organis
zation for Economic Cooperation and Development in Paris. The 2009 (i
20 summit in Pittsburgh added corruption to the agenda of the FATF, whose:
primary outputs are sets of recommendations for actions by states and mons
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i compliance. The FATF currently has thirty-six Bnavﬂ.m.m:o_:w_“M
jegional IGOs (the EU Commission and GCC) and Hong _o:mn_ s
ule jurisdiction. As Ian Roberge (2011) :oﬁ.m. the FATF has place o
ol illicit financial activities on the 5832_0:&. agenda, .n.:a provi ma
win for discussion that facilitates policy E:o«.m:o: and diffusion, m::
siiill enough and flexible enough to act n_:_.nw_z. 1._,_6 standards are Ew

wii in the financial sector, although ooaﬁ:m.ann is lowest, mEﬁw_m_M_m Y
Ml (irms in industrialized countries. That said, m:._.:m are _Q...m likely ﬁm
uk the rules if terrorist financing is involved (Findley, Nielson, an

tian 2014).

i Interstate to private governance in Q:manm. Since the Ba-_omomm..
o1 many countries in the West began to ._u.:e_m:ww and deregulate <m:m”nn
plustries, including insurance and moo::.:nm. private governance in :

Il of finance and self-regulating mechanisms has cmnwin.ioa oon..w:_m. :
Ausociations of different businesses have S._Sz the E.Em:ﬁw to esta n_mm:w
wluntry-wide standards or norms of m%ﬂo.@:m& _uo:ma.._o_. .m:m to mooovo. e
wider to manage markets. The International Oam.mn_mm:o: of .nocm ie

Wimissioners, established in 1983; the International Accounting Stan-

_gs:_.. Roard, created in 2001; and the International >mmoo_m:oH: Omg_ﬂm___ﬂm.m
Whee Supervisors, founded in 1994, for nxm::m._m' have all develope i
wiil standards for their members to erw E.m: markets more m_moca e
widerly. In many cases, these rules and guidelines are subsequently adop

by states themselves. :
4 Bond-rating agencies such as Moody’s Investors Service and Standard

& Poor’s illustrate a type of private governance a@<o_ovaa by L:ﬂm;“..ﬂ
puoperation. They operate by selling their .oxﬁm:_.mm at assessing the n_.ﬁO“~ ;
worthiness of various institutions to private firms and 5<nm8_.w. :

s holar labels such institutions “embedded knowledge :n.go:nm an n .ﬂ-
ucterizes them as often acting as “disinterested experts in mmmam.m_:m: _mm -
yilue transactions and in validating institutional :o_,,am and practices” ( ._M_T
¢lnir 2001: 441). Such networks ensure investors :m:mmﬁmnnw, w_.owm M
information to the markets, and establish _.:_.mm for reporting, all o wi _nﬁ
ure essential governance functions. Their ratings A>>>.. AA, B) no:mc_ﬁ_: e
W transnational surveillance system for private market investors as well as

ate ¢ ies.

K ._..“.__M:“H_mﬁmmm cannot always be trusted, :o&.mﬁw_h Many of Hwo __ﬂmamw
{inancial institutions that were given triple-A ratings in wo.om... went an n__u.ﬁ
in 2008, leading states to more tightly regulate bond-rating agencies. WM
example, in the United States, the Dodd-Frank Act of 2010 Rn::.mw:..“_nomm
{ransparency with respect to rating methodology m:@ accuracy over ti s
well as to limit conflicts of interest such as when ratings agencies mus :
(heir own customers. European regulators have been concerned about the
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opposite i

nMW:: mm_,wc_.o?. namely ratings agencies that are too quick 1

e WE:Q _M_Hm in trouble. The EU has threatened legal actli
. -rating agencies for violating E i i ‘

various countries’ sovereign debt i

_mo,_s.mq:m_:nm of Trade: From GATT to the WTO
n liberal economic theor i _
y, trade is the i y
e . engine of e
Eﬁo_._..mwﬁm.: trade protection grew in the two decades mwwwsﬂxa_—o }
cmmoan_M:m_ :waw has since grown dramatically. Where $62 __.:.w__. u
s mmmwwaw A___: 2014 dollars) was exported worldwide in _cuw,.
. $ .8 trillion in 2013—more than 300 ti .
it 300 times 1 )
:_H,m today v.:mmn _n<m_m to those of 1970, qun:m:&aom”_.mn% m.wo:
g nmm_m_”_ nmm.:w outpacing overall economic growth o
fonat AMMMMHM _um_:.gq .Ea Bretton Woods system was the stillborn !
g A _owwm:._wm:o:. The General Agreement on Tariffs and
; 1ts members (called contracti i
: ! ntracting part i
mmw_.mh"ww_aoa,m_onma countries, excluding the mmmﬁo:w m.u_oo_MMwu ﬂ“dm_:__.
i am._nm_ M_oﬁ. _mm”ﬁ developed countries. Only gradually in Emo“_c
e ﬁ_ y m<@_om_=m. countries join GATT, and only in 1995 did |
e /MM% Hmm:_mmzwn. the World Trade Organization, finally noa
; accession of China and Russi: o5l
i o ussia and others is cel
- m:%gmmm_un;__u.% has reached 160. Twenty-four states :m<_M h”“”_.c ot
s i%ﬂoﬂ_ ing toward membership. GATT had a loose link .8 _ﬂ—.
. as none, although its director-ge i |
. = : i
Chief Executives Board of UN agencies, o:m:oam _umn”.“ Mmznm_mgaa

M\Mw_;w:m WTO Principles and Operations
u::QEMw m:w successor, .:_m WTO, are based on a number of im
e _.cz mmwm_ to the international trade regime starting with -
Iberalizaton, as outlined in Fi ’ supy
based tradi ; igure 8.4. At the heart of t
vmgmmzaﬂmm_mm Em._mmﬁ_moqw_#éﬁma eight rounds of multilateral :om_““mw_“r
: , that gradually reduced vari a
tiers: Becanss GATT was-n various types of trade b
=5 ot a formal o izati .
decisions N rganization, vot .
Ewo:.mm__wﬁs_o“_m not :o_.Em._ features of the rounds. Most Mgomo“_ma _,s_.:.
erally, then multilateralized. While it did have &mﬁEn, fM“,” we
settleme

procedures, there {
were few ways to enforce decisions. The small bureaus

cracy (a stafi i
ZOAW\ ( :q.oﬁ 200) was insulated and did not consult with busi
%VMH review members’ trade policies .
T negotiati i ;
g mMWMMM_M%mm: the 1960s were concerned with adapting the Sys
ommunity’s creation and idi .
ot and providing prefi i
i QMMH:HQ: markets for the less developed no::_lom Hﬂ .,_:.mq“n:_:s_
elopment. Average tariff cuts amounted to 10 cma.on:_c .”M
a

Wieements on the eliminatio
il trade barriers as government p
Mundards. Average tariff cuts were 35 p

Although th

i the perspect
g protectionism.
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I————

#.4 The World Trade Organization: Central Principles

sndiscrimination:

Most-favored-nation trea

must be treated as favorably as |

slate

National treatment—foreign-made products must be treated as

~ favorably as like-products made domestically

Wuciprocity: members try to make equivalent changes in policies;
rotection through tariffs only; members cannot use quotas
ansparency: members must publish their trade regulations and have
rocedures for review of administrative regulations

| halety valves for states to attain noneconomic objectives:

#  Protect public health and national security

Iy Protect domestic industries from serious injury

I nforcement of obligations: mechanism for member states to bring cases

hefore the WTO for dispute settlement

tment—products made in one member
ike-products originating in another

tce: Hoekman and Mavroidis 2007: 15-20.

n a volume of $40 billion in trade. The Tokyo Round,
9, resulted in still better treatment for LDCs and
n of subsidies and rules governing such non-
rocurement and technical barriers and
ercent on $100 billion of trade.

ese enhanced the GATT-based trade system and made it fairer
ive of the LDCs, they did not significantly reduce grow-

iy 15 percent O
Wi concluded in 197

guay Round, was concluded in 1993 after

The eighth round, or Uru
d in a 400-page trade agreement, the

wven years of negotiations. It resulte
jost comprehensive ever, covering everything from paperclips to computer
ghips. The 128 participants found the process difficult, as negotiations were
slfected by slower economic growth in the 1980s and 1990s, the complex-
ity of many issues, and increased support for protectionism, especially in
ihe United States. The Uruguay Round covered new items such as services
(Insurance, tourism, banking), intellectual property rights (copyrights,
patents, trade markets), and, for the first time, agriculture and textiles. Pre-
yiously, agriculture was seen as too contentious an issue, complicated by
hoth US agricultural subsidies and the EU’s protectionist Common Agricul-
jural Policy. Average tariff cuts of 39 percent were negotiated on $3.7 tril-
lion of trade. GATT established rules for the international trade regime, and
{rade among participating states expanded significantly, although GATT
itself could not claim all the credit. Perhaps the most important outcome of
{he Uruguay Round, though, was the agreement to create the World Trade

Organization.
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In 1995, the WTO replaced GATT as the arbiter of trade rules, |

intellectual property and services through the Agreement on Trade-K
Aspects of Intellectual Property Rights (TRIPS) and the General Ag :
on Trade in Services (GATS). In all, WTO trade rules include ov |
agreements and decisions.

WTO Governance Innovations
and Dispute Settlement Procedures
4:@. WTO has introduced several changes in governing procedures.
decisionmaking body, the Ministerial Council, meets at least ever
years. The General Council, open to all members, meets several
year. There is nothing in the WTO comparable to the IMF’s or
.mmsw.m executive boards. Council meetings, along with ministerial
ings, give the WTO a political prominence that GATT lacked. The W'l
m.o:n-mE.ﬁ, one-vote organization, unlike the World Bank or IMF, but !
Eos_:.mw_:m is generally by consensus: each member has the right to i
a motion, introduce and withdraw proposals, or block consensus. The
Republic of Georgia, for example, was able to block Russia’s WTO n
bership for several months in 2013. Relative market size is the pri
source of bargaining power, and weaker states are coerced by the power
into agreeing with the consensus. Should the powerful not get their ,
:.._mw can threaten to move the issue to another forum or create a new ofg
nization, and the proposals by the weak are often ignored (Steinberg 200)
The emergence since 2003 of the G-20 and of the Group of 90 (G-90), &
umbrella alliance of the poorest and smallest states, makes it far more am ‘
cult to get .mm_.mnEoE. Yet the presence of these groups has given greal
representativeness to the decisionmaking process. ,
Based in Geneva, the WTO Secretariat has increased in size from
O>”3. .a.an, but is still small (more than 600 individuals) compared to of
major international economic institutions. It also has quite limited powe
@_w .&Rnﬂoq-mn:nwm_ cannot set the agenda for WTO meetings and canng :
initiate a dispute settlement case. The secretariat cannot interpret GA
rules and is generally not permitted to chair committees. Thus the directors
general is more a broker who tries to build a consensus for free trade
through personal and political skills. Since trade policy is highly politicized
at n._:w national level, there is fear of giving more power to the WTO Secre«
.E_._mﬂ. Despite these limitations, the secretariat does have influence through
E analysis of world trade, technical assistance to developing countries, and
interactions with members in developing approaches on particular issues,
As a concession to shifts in global economic power, the first directors

Jeeommendation
wlly occurs and whether equivalent countermeasures (i.e., equivalent to the

Wamages suffered) have been taken.
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il from a developing nation, Roberto Azevedo of Brazil, was
jited in 2013,

Ihe WTO’s most important organizational innovations are the Trade
ity Review Mechanism and the Dispute Settlement Unit. The former
s periodic surveillance of members’ trade practices based on states’
judic reports. In this forum states can question each other about trade
\ices and learn how to draft trade regulations.

Ihe Dispute Settlement Unit has two distinct bodies. The first is the
lspute Settlement Body, composed of representatives from all WTO mem-
i, This body tries to find diplomatic options to resolving disputes; when
we options are exhausted, an ad hoc panel composed of three experts
wen by the parties is convened. Its report is due after six months. The
wnd component is the Appellate Body, a standing organ composed of
yen persons (appeals normally take sixty to ninety days). Its decisions are
|y binding when adopted by consensus in the Dispute Settlement Body.

Aller this two-step procedure, the parties are obligated to implement the

s. Compliance panels evaluate whether compliance actu-

The Dispute Settlement Unit has become one of the busiest interna-
flonal adjudicatory bodies. As of 2014, 479 requests had been made, about
wne-third leading to a panel report and a quarter leading to “out of court”
settlement or withdrawal, with about seventy Appellate Body decisions.
Ihe EU and United States are either the complainants or the respondents or
{hird party in an overwhelming number of cases, but China’s share, espe-
vinlly as a third party, has rapidly grown. Other developing countries are
yirtually absent (Hoekman and Mavroidis 2007: 82). The barriers for devel-
oping countries are both economic and political. Gathering the information
{or a case and actually bringing a case arc costly, typically around
$500.000. Politically, weaker states may fear jeopardizing relationships
with more powerful states, especially if they find it impossible to coerce a
settlement (Woods 2008: 5-6). The International Trade Centre—a joint
undertaking by the WTO and UNCTAD—provides technical assistance to
developing countries and emerging economies in trade policy.

China is now a regular party to disputes, having acted as a complainant
in 12 cases, a respondent in 33, and a third party in 116 as of early 2015. It
has “lost” a majority of the cases. The United States has brought more than
|5 cases against China since the latter’s accession in 2001—more than any
other WTO member. US concerns center on China’s adherence to WTO
rules, the continuing heavy state role in its economy, and the incomplete
adoption of rule of law (US Trade Representative 2013). Of cases involving
the United States and China, for example, WTO panels have ruled against



~ina on cases involving Chinese tire imports to the United
€xports of auto parts to China, as well a5 on Chinese export
rare earths. China’s compliance with WT(O decisions ix w1
weak, although it has expressed a willingness to comply,

umber of ongoing confyy
ction between produgt

s from banning 4 product Iy
process by which it is produced. Thus, in 1989, when the HU )

sale of hormone-treated beef for health reasons, the United Stuten
A WTO panel in 1996 ruled in favor of the United States, hold|
Was not enough scientific evidence about the connection betweay

mones and human health, When the EU refused to lift the w-a.,.

authorized the United States to retaliate, and it did SO in 1999, |y

Increases convergence of actors’ expectations about internatiy

Trade Policy Areas
There are 3 number of key trade
challenges since the WTO’s creati

{
policy areas that have posed partig
on. Among them are intellectual prope
trade in services, government procurement, and agricultural subsidieg, |
look here at the first two. Neither are new issues, but negotiations over |
have been particularly contentious,

The 1994 TRIPS agreement introduced in
the trade system for the first time—an importa
countries and MNCs. [t i

tellectual property rules iy

Nt concern for the develop
s designed to protect intellectua]

E il
|0 CGieneral Agreement on ﬁmnm in mw::.u
patending the multilateral trading syste

i egistration sys-

: e o unity. Three r :
i the international business ran”:_. Secliri are it pasiontas
i of the WIPO’s budget. The
pute resolution procedures.

W patents, trademarks, “.:a indust

_4h ihey are the focus of 85 vonmn__n_mm

Wowever, lacks binding and effective s S Sl
| judicial bodies, where ozﬁono%._ b AT P

:..__“\_:_:_ enforce the rules. It is for this reas

v

WTO frame-
ine TRIPS and :ﬁ. :

i Ninles have strongly supported :E:.“_mém iRl SROBERG
luice noncompliant countries to pass

Hevtunl property and 6 enforce Eo..:.. s
e Intellectual property issue that has :._mm st s obieseingy,
| drugs for treating HIV/AIDS an sytrnsliendio
by de elo d-country pharmaceutical MNCS. d developing-country
i ._c“r._w.nwm: in the 1990s, AIDS actiV1$ e M<m=m§n to HIV-
it :..f._..wm,:mwnm fo'make Tow-cost geteric aE:mma ihef gAY
e o _uc_ In 2003, a compromise Was reac mm:nln pharmaceu-
" _.:.:_,_XM_M_MH. TRIPS, ,m__o..S:m states 10 export Mm eyl SR
" s;:<:a_._a license to developing countrl€s Il nmmsa their pharmaceu-
. .:_:_p.. it ME compromise, developed countries noq:c:_moaw i
R _r..,._z_.n‘ orry that generics produced under MQ@%ERQ i
* _..:_:1_“_“””7 ,”.:m_._wﬂm will end up in the aw_‘_._nm_mmw oﬁ:n WO & ERIDE
t._._._.__._”..ﬂhcawm intellectual property protections.
-..___.. locus for addressing this problem.

; ince the 1970s. With the
: . as a key trade jsshe SINCE harged with
I'rade in services has been y the WTO was charg

to the services sector, which
m

onsibilities,
: 25 government resp
ludes public services often considered as m: il SIS
" _:. r.uwoiﬁo: of education and water, as é_nmmw,v_dmmmwmo:. Negotiations
wich as S : ; e

i : ort, banking, tourism,
Hritime transport,

i to each
osals directly
ious, as members send Eo.v otiate these
aie complex and laborious, as  for services and neg

GATS agreement has so far not
pegotiations since 2000 have

d particular controversy is

uther requesting greater mooo.mm Ho.ﬂmq_ﬂmn
jequests bilaterally and Bc._:_En.E y- -
tesulted in much added :._un_.m__mm:o:, ,
focused on locking in previous agreements.

TO negotiations. The
; ding the global trade system: ﬁoauﬁm—wﬂ &m\an<o_ovan=~u“ gl
R f WTO negotiations—Ilabeled t i s L
T hallenges of contemporary ﬁmam swmo_ et
e t global trade system. Begun 1n N
e ocm”.omgmmﬁ_xm aimed to produce mMajor aw 0 = e e
::aﬂ..%o <<‘._, ; trade barriers and revising trade :”_ Omm_.. atoas where prior
_cs.m”_:”m “M“omcw:o interests of developing nMﬂ“ﬂMﬂwawa ey i
0Se ' g . | .
m?ﬂﬂ m:omﬂﬁm%mw ﬂmﬂm“_%‘:md:wmmww_“ﬁinos the United States, Japan
reached an .



and the EU on the one hand
One of the main stic
agricultural markets,

» and the G-20 eme
king points was the opening up of develoy
Instead of meeting the demand to eliminaty,
icantly reduce, farm subsidies, the United States proposed cappl
Although both the United States and the EU also offered an !
number of temporary work visas for professional workers, Indig g
i o0 farm subsidies, then speciul
farmers, essentially on (he R
pite the dogged efforts of Pascal |,
director-general of the WTO, no compromise was achieved and |
collapsed. More generally
the perception of fairness in trade
advantages in the politi
intensive sectors than the United Stat

I2ing countriey o

mechanisms for their own poor
ensuring food security. Des

ned competiil
ocurement. Many placed blame
general, Roberto Azevedo, for not exercising morg |
ship to iron out disagreements as his GATT predecessors had som
done,

At talks in Balj in 2013, neg
impasse. To pave the way for an ex
streamline customs procedures and
negotiators devised a temporary solution to the issue of food subsidiey
stockpiles, which was of major concern to India and other developing gy
tries. The latter would not be penalized for imposing subsidies greater ()
10 percent—the WTO Cap—on grain produced for food in a country, |
for stockpiling grain to ensure food security for millions of impoverjsl
citizens. In mid-2014, however, Ind
that did not protect jts
Bali agreement. Then

assuring India (i
General Azevedo reported, “Thj
a significant step in efforts to get the Bali package
and the multilatera] trading system back on track” (Bagri 2014: B3). Asa
result, WTO members agreed to move forward with the Bali agreement,
including adoption of the Trade Facilitation Agreement—the first trade
reform pact since the Creation of the WTQ itself in 1995,
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Macroeconomic Policy Coordination:
The Roles of the OECD, G-7, and G-20
As ._nﬁoq:m:ozm_ economic interdependence has grown, the need fo o
nating the economic policies, especially of major no.o:o:.:o .
increased. Coordination takes place in many settings, from ”znﬂﬁm
World Bank, and BIS to summits, the OECD, and <m_,.55 “Gs.” It e _
take a number of forms, including information-sharing ._.o ma.&:
m.:a.?E_d policies, consultations about decisions being nom&an_.om&o
lishing m.c_mm for acceptable policies, creating norms and ex nnnmao.
regular _:Ha.po:o:m among national policymakers. Ooo_dm:mmo: io-.:wn
when countries enjoy good relations, and when problems are technical
can be delegated to specialists who have similar outlooks and are :.__M _,

from politics (Eichen |
s (E green 2011). Here we look briefly at th i
OECD, G-7, and G-20 play in this process. ’ "

The Organization of Economic Cooperation
and Development
The OmO.U was the successor to the Organization for European Eco
Cooperation, which was established to help funnel US Marshall Emn:..._,_.
European .no::i.nm after World War II. In 1960, with Europe’s _.nou y
complete, it was enlarged to include the United States Canada, Turk 2
mmmm: m.:_a retooled as an economic policy forum m:. the E,S.E. -
_:m.:m:._m_ countries. Much of the impetus came from the Cz:aamwﬂ,.
which was concerned about sharing the burden of aid to newly inde M
no_:.:._ww in Asia and Africa. The OECD’s agenda over :Ea«:mm m_uo_: dec
Eo_:o::_m economic growth and financial stability based on 84.“&. .
mdn-:_unam economic policies, employment problems, education, ener |
icy, mmwh..imﬂ trade, restrictive business practices, and aid :“. _mmmmﬁw vo_
o:uwa _,om_o.:m. In short, almost everything but E::m@ matters has _unma_“\“__—
”< e m.mo_u 8 mmm:a_.m at some point. Its institutional procedures include small
; or .:_m groups of n.x_.um:m that are tasked with devising solutions to probs«
%:.M. M“u:mo:m:m q.on.m_omq.m_a:mw m:::& closed sessions to review and cris
q € economic policies; and the involvement of high-level officials
from Eoi_umq countries. The objective is collaboration and coordinati
based on information and exchange. by
. Emﬁﬂnﬁmmﬁmu m.m:&n ?.a grown both .m: numbers and in expertise, and as
organization is seen as a reliable source of information on vari-
ous economic issues. The organization’s membership has also grown, fi
twenty to thirty-four, including South Korea, Mexico Tqmo_m n_.Oﬂ.w“:
among other graduates to the “rich countries’ club.” o - b
o<n~.mw::o=m: not well known, Eo .Om.h_u has .v_.oe_na of considerable value
lime as a venue for coordinating the policies of developed countrie
even issuing guidelines to be adopted by non-OECD states in such areas mmm.
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alion policy and money laundering. And, since 1960, its Development
istunce Committee (DAC) has provided a forum for aid-giving countries
sonrdinate their spending levels and strategies (see Chapter 9).

Ilie OECD has played an especially important role with respect to reg-
tlon of MNCs in the developed world. Its members have agreed to vol-
Wuiy puidelines giving MNCs the same treatment as domestic corpora-
i Thus, host-country policies on employment and labor practices,
W ironment, and combating bribery apply to both domestic and foreign
yporations. Although the text of the guidelines never defines what a
ultinational corporation is, the principles and standards for conduct of
Winess are designed to encourage MNC activity. Should disputes arise

Weiween host countries and MNCs, they are encouraged to utilize interna-
Wil dispute settlement mechanisms such as the World Bank’s Interna-
Wl Centre for the Settlement of Investment Disputes.

he G-7

Il power and dominance of the North and liberalism in the governance of

plubal economic relations are evident in the G-7. This is truly the “club of
the rich,” an informal institution with no charter, a limited bureaucratic
siicture, and no permanent secretariat. Its members (see Figure 8.1) func-
Wi as the self-appointed leaders of global economic governance.

The practice of convening annual summit meetings of heads of state
i government of these seven leading industrial countries began in 1975
with an invitation from then—French president Valéry Giscard d’Estaing at
A time of financial crisis. The United States had delinked the dollar from
guld; OPEC had dramatically raised oil prices; and developing countries
sought to create a new international economic order. The initial sessions
were informal meetings of the leaders alone and there was no vision of
permanence. Gradually, the leaders appointed representatives, known as
“wherpas,” (named after the Himalayan guides) to handle summit prepara-
tlons and took steps toward the gradual institutionalization of the G-7.
Among them were the 1977 decision to make the summits annual, having
jepresentatives lay the necessary groundwork for discussions, and expand-
ing summits to include regular meetings of foreign, finance, and trade min-
isters. The result is “a complex network of close relationships” in a process
{hat runs 365 days a year, twenty-four hours a day (Gstohl 2007: 2).

What roles does the G-7 play in international economic governance?
Ihose who follow it closely emphasize the value of high-level consulta-
{lons to manage crises, to address new issues at an early stage, to prod
other institutions such as the IMF and World Bank to take action, and to
create new institutions when needed. It has also proven valuable for estab-
lishing personal relationships among leaders and learning from each

other’s experiences.
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. Like the OECD, the G-7 has addressed a wide range of isy
ing the consequences of globalization, job loss, cross-border Tl
m_m_ E.S_.o, debt relief, world poverty, 830%3_ and dru m:.:.”u I
ing with Russia and its economic transition Ewm, also mem.cn g
early 1990s. Debt and financial instability were prominent .“m“___t
_oo.ql_ocm Asian financial crisis. In 2002, leaders of sever
nations were invited to discuss the New Partnership for Africa's
ment, an African-developed initiative for sustainable economic
cussed in Chapter 9. This set a pattern for regularly invitin _M "
other countries H.o participate in some part of the annual O-qm.EB .
2005 G-7 summit, in Gleneagles, Scotland, resulted in mmwon:,_o:_ |
all debt for the poorest countries. In 2007 and 2008, global clima
and the chm Round were major topics of &mncmmmor. o _
U:::m.nrn period from 1998 to 2014, when Russia joined the g
noneconomic discussions, some analysts referred to the G-8 as the ..
m_ovm_ governance more generally, as the G-7/8 created groups to d
_mm:ﬂ::wmﬁwiolma and drugs that had no IGO “homes.” e
¢ U-7 was also responsible for creati Fi i .,
Forum mz. the aftermath of the 1997-1998 >Mwﬂm*_m-_ﬂ=n_ﬂ“wmﬁ“.ﬂﬁ 4
w._m _unoe‘._m.::m secretariat services. The forum’s task was to pro ol
cial stability through information exchanges and noo_un..mnws _q”om-_o .
imarﬁ.”ﬁ:vmqimmcmm and surveillance. This included stren thenin _= i
jo:mm w_:m:omm_ codes and standards, generally Hnmnoznw the :% "
:nmm. in w%m:nma countries. The twelve financial codes that :.2-
_._=<9_2.m in 2000 include corporate governance practices of :._ooO
mnnom_:::m standards of the International Accounting Standards w..
banking supervision of the Basel Committee on Banking Su n_.i... .
money laundering activities of the FATF. Virtually all these mﬂmnamv_wa.
.anm_m:ma for the developing world, even though those states eithe az
“”nwcana or were underrepresented when the codes were oo:on?%_iﬂ_.ouc_
anoMm_MmEM_M_%H. and .O-q oxﬁmﬁom compliance and were prepared (o
re——s __%MW_MMW_. economic sanctions to enforce the standa
o Mﬁﬁmﬁﬂm\.wmﬂwwﬂﬂzmﬁ Wmmmmﬁm:m Mm:”q: was reestablished as the Fina
cial ity ; G- 1es that were not alre :
~“<_8a .8 Jjoin, and mn&q_ and the European OoEEmmmmcMAw\onMMMmf ﬁ.ﬂ.__
H. e mx._un:aoa membership has come a broader mandate and a m instl
tionalized structure. e
m:mqﬂ”::wﬂ%h%ww O-u._,;.m been supplanted on several issues, the (-7
; sters continue to meet. In the spring of 2014, two leaders'
Summits were convened hastily to condemn Russia’s m::mx.._:.o: ol

Crimea and its violation ine’ i
i of Ukraine’s sovereignty, and to expel it from
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JUOK- 2009 global financial crisis made it clear, as discussed in the
wp case of this chapter, that many of the standards in banking,
wiinge, insurance, and securities were either inadequate or not being
wil, The crisis also made it evident that the G-7 members no longer
wiated the world economy and therefore could not continue to make the
without more consultation with all the new actors.

Wecognition of the limitations of the G-7 actually became apparent
I eurlier, during the 1998 Asian financial crisis. At that time, US treas-
soretary Lawrence Summers and Canadian finance minister Paul Mar-
yinvened a group of nineteen finance ministers from leading industrial
ieveloping economies plus the EU. The G-20 was born. The finance
\aters have met annually since 1999, but not until the 2008 financial cri-
wis a leaders’ summit convened. The G-20 replicates much of the G-7
licture in that the association is informal, consisting of multiple working
wips and periodic summits of heads of state, as well as meetings of sen-
y ministers or their representatives. Like the G-7, the G-20 functions
ihout a headquarters or permanent staff. The leadership rotates among the

Vailous member states, and the rotating chair is responsible for providing
svietariat functions.

Since 2008, the G-20 has met at least annually to address financial
Jiises, economic growth, trade, and employment. It has also adopted rules
i tax havens and money laundering that parallel those of the OECD.

While it may be too soon to assess the G-20, it has greater diversity
ul membership and hence legitimacy. There is no veto power, weighted
yoting, or presumption that leadership will be monopolized by major
powers. As Andrew Cooper and Ramesh Thakur (2013: 16) note, its size
mukes it difficult to manage. Therefore, much will depend on “whether or
not leaders and their advisors could work together and make the commit-
ments, big deals and concessions required not only to solve problems on an
issue-specific basis but to maintain the momentum for the G20 as a pivotal
and innovative forum of global governance.”

Given the larger voice for developing countries, it is not surprising that
the G-20 has consistently advocated national prerogatives to promote
growth rather than submit to the rigors of market discipline. Yet some
important economic players are not members of the G-20. Switzerland, for
example, famous for its bankers’ discretion, is not part of the G-20 discus-
sion on banking secrecy. The absence of Israel and Iran, both major eco-
nomic actors, also suggests the group’s desire to avoid ugly political
debates. And Pakistan, Nigeria, and Bangladesh, despite having a combined
population of more than half a billion people, were not invited to join.

The G-20, like the OECD and G-7, has an ambitious agenda of coor-
dinating the macroeconomic policies of a large number of major actors.
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Another approach is to bring economic governance to the functional
or even the region.

The Key Roles of Functional Institutions and Regimes
Functional organizations have been around longer than any other typ
IGO, as discussed in Chapter 3. They are known for adopting a prob
solving, apolitical approach aimed at working with stakeholders sug
states, citizens, corporations, professional associations, and social m
ments. While the list of functional organizations is long and many
addressed elsewhere in the book, two types are directly related to intel
tional trade and commerce: intergovernmental regimes in transpor
(aviation and maritime transport) and the nongovernmental institution
erning product standards, the International Organization for Standardi
(ISO).

Functional Regimes in Transportation

International trade and development and the international monetary sy
are lubricated by a network of international functional regimes. Trade ¢
not occur without a physical means to transport goods. Hence there
strong international rules and norms in ocean shipping and air transy
negotiated among relevant parties.

Ocean shipping and air transport are two areas that have had a di
impact on expanding economic relations. Thanks to technological impra
ments, both means of transport have become faster, more efficient,
cheaper. About 95 percent of international trade by weight, or about (Wi
thirds of all international trade by value, occurs through ocean shipping.

The most important norms concerning shipping date back to the nin
teenth century—namely freedom of the high seas and innocent pass
through territorial waters, the right of the state to control entry of forel
ships, and flag-state jurisdiction over ships operating on the high seas.
myriad other norms, rules, and regulations have been the product of bol
public and private international organizations.

The International Maritime Organization (IMO) is the UN speciali
agency designed to facilitate technical cooperation in shipping, throu
various committees that approve technical standards and regulations o
such issues as accidents, pollution, and compensation. Until the 1960
enforcement was centered on flag states (a few developing countries will
little interest in regulation) and insurers or bankers with economic interests,
As ocean shipping grew and safety standards came under attack, traditional
maritime nations like Great Britain and the United States expanded thelr
powers as coastal states under the 1972 International Convention for
Prevention of Pollution from Ships, and the IMO developed procedures thai
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wlidified it as the center for maritime regulations. That trend accelerated
during the 1990s when IMO member states both helped flag states develop
papacity to follow regulations and privately pressured them to follow inter-

fational
Jl's European Maritime Safety Agency to rank specific ships and flag

standards. Initiatives by both the United States after 9/11 and the

sutes on the extent that they followed the rules and conducted container
lispections enhanced the IMO’s involvement (Anianova 2006).

Private initiatives are also important. The International Maritime
ureau collects data on pirate attacks and provides these updates to ship-
ping firms, insurance companies, and the IMO. It is the responsibility of
Mates, not the IMO, however, to police their own waters. Data compiled by
ilie bureau suggest that states have actively responded to piracy attacks only
|6 percent of the time, a figure that has not varied with the rise in piracy.
Ihus. with the rash of attacks off the coast of Somalia in 2007-2009, it fell
{6 the UN Security Council to authorize enforcement under Chapter VII of
{he UN Charter, as discussed in Chapter 7 (Stiles 2009). But piracy has now
Jhifted to Southeast Asia and the West African coast, motivated by petro-
Jeum cargo transported in small ships. Attacks in the Gulf of Guinea (West
Africa) accounted for 19 percent of all maritime attacks in 2013.

During the latter half of the twentieth century, comparable norms
evolved for air transport, as states recognized freedom of air transport
ubove the oceans, while requiring state consent for passage over sovereign
\erritory. For both air transport and ocean shipping, states have accepted
jorms governing damage control, accident prevention, and crimes such as
piracy and hijacking, as well as norms to prevent pollution and environ-
mental harm. Most of the airline and air transport norms were established
through the International Civil Aviation Organization (ICAO), a specialized
agency of the UN created in 1944, and the International Association of
Transport Airlines (IATA), created by the airlines in 1945. At the outset, it
was intended that the IATA would provide technical information to the
ICAO and that the two would work closely together. The dominance of the
US airline industry as supplier of aircraft, however, has meant that the
United States plays a more hegemonic role in setting safety standards and
norms. The IATA is most concerned with facilitating the flow of travelers
and luggage, exchange of tickets, and fare-setting. The ICAO and IATA
have made positive contributions to standardizing transport regulations and
enhancing airline safety and efficiency.

In particular, the ICAO’s inspection of its members’ aviation adminis-
(ration systems—complete with a public “scorecard”—went far to push
members toward improved safety and training. These efforts are ongoing.
And after Malaysian Air Flight MH370 disappeared in 2014, there was
renewed pressure on the ICAO to improve communication blind spots over
the world’s oceans.
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The Sﬂm.aam:.o:m‘_ Organization for Standardization 4
The HmO 1s a unique, nongovernmental umbrella organization co '
165 am:cwm_ standards-setting bodies that since 1946 has created (g
specifications for products and services for most industries, spannl
nology and manufacturing to food safety, agriculture m,zn_v:o |
Experts from around the world develop the standards mm_. different |
based on their knowledge and experience. Some 19,500 internati
mm:.% as of 2014 specify the chemical content of batteries, softwa
in credit .om&JRm&:m machines, manufacturing of mEorm,mSnw s¢
and the like. The ISO and its partner institution, the Internationa
trotechnical Commission, together promulgate mw percent of the

are s i [
AwEMM M”M:@MMMW wﬁmm.__m“ Mw.&:_n: are later incorporated into domestl
" mm:_mm these standards allows consumers to trust the reliabil
«mO certified” goods and services and increases the chances that ¢g
nies that comply will be able to market their goods and services we
wide. Yet standard-setting is inherently a political process. Firms =___
unable to satisfy the requirements are by and large nxo_cmmm from the i
ketplace. In some cases, the technology and capital investment re Eo
meet the standards is beyond the capacity of many firms Ewni“ |
am:”._m calling for certain levels of training of workers and m.gmm ma “r__,.
available abroad, making the meeting of the standard E:.om:mw Ry
attending meetings may be too costly. N
) Since noncompliance is most likely to affect firms in developing co
:._Q.r the ISO has developed outreach and training programs to :&m y
achieve the standards. Despite questions about the legitimac Wm
process, more and more firms have adopted 1SO standards for Envm._. sech
And there can be a spillover effect. For example, when the ISO ado ._2—_
standard on environmental protection, firms that act as suppliers to nM_:._

Private Governance
F speci i
93 many years, but especially since the 1980s, governments, international
:ommﬂ_wm:o:.? and a variety of private entities (including for-profit and
- - E.-n.qow: actors) have formed associative arrangements. But some-
Imes, private actors act independently i i :

in what is ref ivi

el y erred to as private
: wn:.mzw. economic governance takes a number of different forms. Pro-

uction alliances or producer cartels are one form of private governance
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grample is the diamond cartel, which purports to control about 80 per-
ul the world’s diamond trade. Largely controlled by the De Beers com-
s ilong with Russia, it makes a conscious effort to sustain the illusion
i llnmonds are scarce, therefore justifying high prices. The cartel works
uipally through a central selling organization to control the volume of
wonds on the international market, their classification, and advertising.
0 2003, the Kimberley Process Certification Scheme, a multistakeholder
ess, has sought to curb the flow of “conflict” or “blood” diamonds—
monds whose sale fuels civil conflicts particularly in Africa. Organized
sigh the World Diamond Council and monitored by independent groups,
luding Global Witness and Partnership Africa Canada, the Kimberley
uiess was successful for several years. In 2011, Global Witness pulled
|, viting the ineffectiveness of the certification process.

lfusinesses or trade associations sometimes unite, sometimes Cross-
ly, to develop industry-wide standards or enforce particular prac-

Wes, The OECD has analyzed over 230 such corporate codes of conduct.
Nome are applicable only to a specific firm; others are in force among

flims, committing competitors to certain standards of conduct, such as the

e of Conduct for the Tea Sector or the Common Code for the Coffee
L mmunity.

Self-regulation is largely a response to informal and formal pressures
{iom shareholders (under the rubric of socially responsible investing), from
N(i0s, and even from governments threatening stronger regulatory action.
Kuch pressures have led corporations to impose self-restrictions governing
purchasing agreements, labor conditions, and environmental standards.
Nince 2005, Walmart has demanded that its suppliers follow increasingly
stringent environmental standards or have their contracts suspended. In
most cases this means firms exceed the requirements of their own domes-
iic law. Dozens of Chinese firms have, in fact, adopted Walmart’s high stan-
dards, despite Beijing’s weak environmental rules. The Rugmark Founda-
tion and the Clean Clothes Campaign involve two NGO-inspired codes of
conduct to improve labor conditions in respective industries. For firms to
adopt such standards and still be competitive, however, it behooves them to
cooperate with others for a joint industry standard. Many of these have
developed partnerships among companies, labor groups, and NGOs, and are
discussed in Chapters 10 and 11. The UN Global Compact on Corporate
Responsibility represents such an approach and is discussed in Chapter 9.

There are advantages and disadvantages to private governance over
state and IGO governance. On the positive side, firms develop relationships
with each other over time and are often able to respond to changing condi-
tions faster than could a government or international bureaucracy. Even
though the decisions are not what could be considered democratic, it may
not matter if the result better fits the demands and needs of ordinary peo-
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sier to argue for
. Integration on g
Improve their competitive-

!_.S._E_ the founda
Wle g ration process. European economic growth had been sluggish since the

mid-1970s and Japan and the United States were becoming increasingly
pompetitive. Completing the single market would provide the needed boost.
%o in 1985 the European Commission issued a white paper on completing
ihe internal market. When approved, the Single European Act amended the
Ireaty of Rome and gave new impetus to European integration.

ul agreements “termites in the trading system.” Regional agree-
Wike states less likely to agree to global tariff cuts; freer trade may
e narrow gains already won. Both of these issues are prominent in
ale over the oldest and most extensive regional trade group, the

an Union,

luropean Union’s Single Market
J11'% evolution into a single regional market occurred in three distinct

4 I the first phase, from 1958 to 1968, members worked to eliminate

wil tariffs, dismantle quantitative import restrictions among the six

il members, and establish a common external tariff and the Common

jultural Policy. Thereafter, members negotiated as a single entity in
witlonal trade negotiations. In the second phase, during the 1970s and
Iy 1980s, membership was enlarged in two waves and key institutional
ey were undertaken, as discussed in Chapter 5, but deeper integration
Jledd. In the third stage, members implemented the Single European Act
siimulate new economic growth by completing their single market and
\ioducing the common currency (euro) to achieve monetary union.

Wiwaking down the trade barriers. The Single European Act (SEA) of 1987

tion for major economic changes and a deepening of the

The SEA’s goal was to achieve a single market by December 1992 and

{0 strengthen community institutions. This would ensure the free movement
of goods, persons, and capital throughout the EU. The process was compli-

d, involving removal of all physical, fiscal, and technical barriers to

cate
trade, and harmonization of national standards through over 300 commu-

nity directives. To eliminate restrictions on movement of goods and per-
sons. it was necessary to eliminate customs duties, quantitative restrictions,
and mmeasures having equivalent effect. Customs barriers were abolished at
the end of 1992, but the movement of persons proved more difficult. Since
1993, residents of EU member states have had the right to live and work in
any other EU member state, although some restrictions were placed on cit-
izens of Eastern European countries that joined the EU in 2004 and 2006.
Mos t countries eliminated passport controls and adopted common visa reg-
ulati ons, but Britain, Ireland, and Denmark refused. States have gradually
beguan to recognize each other’s educational and professional qualifications,

a recquirement for the free movement of labor.
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Abolishing technical barriers to trade has proven m d
>~.~.ro=m= the European Court of Justice ruled in 1979. in Hﬂwnn:,‘
Wcox case, z_mn. products meeting the standards of one E,macm_. mEB,,_

e _mmm._q sold in another (see ECJ 1979), states continue to a
and mmrmw standards as legitimate restrictions on trade Since :mmo; '
technical standards had proven difficult, the SEA mawwﬂna EM—._-M_u.-...
Wﬁ?.omn: of mutual _.mnom.i:o? acknowledging that states could have
erent standards and requirements as long as those standards approx ﬁ

each other. :
§

. :mo%msmﬂ:_o: uc__.nw has also Eoﬁma.a be a significant technical by
- - The Maastricht Treaty prohibits EU member states from giy
Wmﬂ Mﬂﬂﬂmnwmﬁmnwwwn .ooE_u.mEmm in government contracts, even though
. mic activity, such as road transport, water, and finan
Wm?_m.am. are often under the control or management of state enterprij
QMHM m_:m _ozm-mﬁm:a_.:.m state q.zo.:o_uo_mom and prohibiting state aid to
Emonnwmﬁmwm%_.w uncﬁ_:“mnm_m_« difficult, although most recognize that
ce istort trade. he European Commission is now more a n,
examining malfeasance and initiating acti agai v
W_\ﬂwﬁwgﬁo::e.m (and therefore unfair) MHmM_M”M w_m NMMMN%MMHWM_.M”UWMP_.
o, Antitrust regulations ave beon et o meomretcve
s : een expanded to eliminate .

sales agreements, discrimination by nationality, and predat Eo:wv.o:
Mﬂw M%:ﬂmou\m_,nm_m_ nmmmn m._:: womm:.mz 2004 and aammmwa on th:_um%mw. !
millon for uling to espectth setervem. s e e
.. settlement. This marked the first time

company had been fined for that r in f; i

nificantly reduced from the Oawmmsmw“w”“w““wn”m MM..\:._M_”MM -
A de .qmmﬂo single market exists today among .:_n mc,n.
members, with most restrictions eliminated. This has result ,a
wealth and E.wazn:i@ as trade and foreign investment rm<M rown; E p
pean corporations have become more competitive, and m:ﬁmnmwo“_z Mm :.M:...

M}M. special .cR.rEmS of agriculture. Of the EU’s economic policies, none
id. mqo o_omz_u:wmnma than those that fall under the Common >m19“==_.=”
ural Development Commission. Agri i
. ; culture is the most i ¢
the EU’s economic secto i o mtin i
IS, recerving just over 42 per. f ;
budget. Foodstuffs are vi i —
; vital for national securit
¥, and no co ]
be dependent on other states for essentials. ot
:m?ww MMM%-.ME@Q and expensive system of subsidies to farmers was estab-
er the CAP, whereby the EU purchases the surplus from farms at
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guaranteed price and either stores it, donates it to food aid programs, or

shsorbs the loss. Significant reforms in effect since 2013 have simplified
ilie regulations. The reforms eliminate intervention price supports for cer-
fain crops, provide added benefits to smaller active farmers, support sus-
fninable farming practices, and boost rural employment opportunities.

Not only are EU members deeply attached to retaining the CAP, but the
JilJ has also adopted very strict regulations on food imports, including a

han on many genetically modified foods, which particularly affects US-EU

itude. These regulations and the remaining price supports have been and
will continue to be an impediment in WTO negotiations.

Monetary integration. In the 1960s, members of the European Economic
(‘'ommunity declared their interest not only in an economic union, but
also in a monetary union, though not much progress was made for many
years. The formation of the European Monetary System in 1979 created
wome structure for coordinating financial policy; the European Currency
Unit served as a means of settling accounts; and the Exchange-Rate
Mechanism provided fixed, though adjustable, bands of currency
exchange. But these were weak instruments. In the late 1980s, during the
discussions of the single market, provisions were made for greater coop-
cration in monetary policy.

The Maastricht Treaty of 1992 delineated the features and timetable for
movement toward forming the European Monetary Union, which included
establishing a single currency, the euro, and common monetary policies.
The euro was realized for businesses in 1998 and for consumers in 2002.
Not only does the single monetary unit serve as a powerful symbol of com-
munity unity (and loss of state sovereignty over currency), but member
states have also agreed to relinquish their right to use exchange rates and
interest rates as instruments of national economic policy.

The euro quickly established itself as a safe and stable currency worthy
of use around the world. By reducing “transaction costs”—the costs of
entering into a deal—it helped facilitate cross-border trade and investment.
Many EU members, including Greece, Ireland, and Spain, experienced high
growth rates during the 1990s and early 2000s. In Greece, public sector
borrowing was fueled by high public sector wages. In Ireland and Spain,
private sector borrowing was fueled by the construction and housing sector,

all facilitated by low interest rates set by the European Central Bank (ECB).

When the global financial crisis hit, governments dependent on bor-
rowing in international markets were unable to meet debt obligations, weak
and loosely regulated banks were unable to cover liabilities, and individu-
als whose net worth had declined were confronted with declining wages
and unemployment. Meanwhile, Germany, the strongest eurozone member,
continued to enjoy trade surpluses because of high productivity and wage
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Em:.m:m:. With German exports even more competitive, othe
countries had worsening balance-of-payments vOmEo:w B M oa
French, and Scandinavian banks had made substantial _o. ]
trouble and were therefore vulnerable. -
. As E,oc_oEm worsened, critics questioned how the euro could
with no fiscal union and with each state having different tax m:ﬂ._
rules. How could the eurozone work with no strong central bank i
regulatory oversight? S
The response to the crisis was found in coordinated actions, |
took the first step at restoring fiscal stability with an austerit :S. (
2010 turned to the EU and IMF for a financial bailout packa, MW»; mw c ‘
euros, to be combined with tax increases and spendin g cuts. ( _
required :.E_:v_m bailouts from the EU, ECB, and IMF, as m.ﬁ .
took ::.::Em steps to slash public spending, m3n3<m_~mx oo_wo<.o ,
renegotiate labor contracts, all of which were highly unpo :_mmoMoak
Em_.o Jma been more than twenty summits to address EM nﬁcan. ¢
involving the major leaders, and representatives from the Eu can Col
Bank, EU, IMF, as well as the private banks. e
Omnmro:m remain, however, about the wisdom of imposing such |
w:mHEQ. measures. For example, Germany became the tar @w& d [
able criticism by 2014 for its strict adherence to austerit mm< nﬂ:-..,
m_..a IMF called for stimulus measures to invest in monHN.m:noM“ "
:._m: unemployment levels in many EU countries. With anti-auste m“.mo |
timents mH.Ho:w in many countries, alongside the growing str " vﬁ__
mﬁo,wwou:o parties, European leaders have become &iaoamo: ﬁ_“w:mn
v:mﬁ. measures to address their economic problems. Indeed, Gree v m_v. .
a _m:._m.ﬁ government in 2015 espousing an anti-austerit . li widdl
the divide among EU members. ol _
As a result of the eurozone crisis, major reforms have been instit
and others ?,ow.omog. The Stability and Growth Pact, controllin ~.= |
_u:m.mnHmQ ﬁ.om._n_nm, has been strengthened, and _..m:nm.:mﬁw vnnnw o “uﬂ ]
m_m,jm:n. _uo__n_nm..ﬁro European Financial Stability Forum, an M“MM-:
MMV.”MMMQ: established in 2010, provides funding to wmom:mmﬁ structural
adjustment among its members. The Macroeconomic Imbalance Proced
Mm::.ﬂ_mm risks, which then facilitates policy coordination. In 2012 ”ﬂ"
aMMMMﬂMEO.MﬂMW Bank was So:mmiw@a.no be a bank regulator, with
examine bank balance sheets. In 2014 afte the fire reviom. . Jontinad
: ; after the fi i it i
M.w_ﬁ.am.m_a.n failing banks and thirteen others Emﬂ”mwﬂﬂ%Mmh:%ﬂ_w”“”_ﬂa
lls for some form of common governance, i i i isol
union, persist. Yet there also remains the _uOmm:umw_h_ HMWMW MHWMMM_MH_M_ ﬁ”””“

Z0 ( zone, w o=
euro ne :-G:—_ Ers ma :ﬂ mn:nﬂnw to —ﬂmf-ﬂ H_Hﬂ n
s _:.u —._“_._W:os;.— conse
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ASEAN Free Trade Area
ASEAN countries have been working toward their own free trade area

w¢ concluding AFTA in 1992. The four newer members were required to
lii (he agreement as a condition of joining ASEAN, but given longer time
tuds to meet the tariff reduction obligations. The AFTA agreement is rel-
{yely brief and contains no binding commitments, ironic given the fact
{ ASEAN members’ prosperity depends heavily on trade. It is designed
\ ¢liminate all tariffs among members, but unlike in the EU, members do
Wl aim to create a common external tariff. The exception to these reduc-

Jiis is rice, the regional food staple, along with certain other “highly sen-
Miive products.” By the end of 2014, 70 percent of ASEAN intraregional
finle incurred no tariffs, and the average tariff rate was less than 5 percent.

AFTA has primarily focused on tariff reductions, but has begun to work

wlo on nontariff barriers, which are now the primary protective measures,
s well on quantitative restrictions and harmonization of customs rules. As
ul 2010, one study showed “positive and significant” trade creation effects

uii o wide range of products, particularly for the original six ASEAN mem-
ers, Overall, the study showed an expansion of intra-ASEAN trade, espe-
{lnlly imports of parts, components, and capital goods, which pointed to the
furmation of regional production networks. Exports to China had expanded
more than intra-ASEAN exports, likewise indicating the formation of
ASEEAN-China production networks (Okabe and Urata 2013).

As discussed in Chapter 5, AFTA members signed agreements in 2009
{o form an integrated ASEAN Economic Community by 2015 (minus a
¢ommon currency) to boost growth. Whether ASEAN members can bridge
{heir large differences in levels of development and national standards,
however, remains to be seen. Most analysts say achieving the single market
envisioned in the AEC is still a long way off. China has voiced its interest
in joining AFTA—a step that would further complicate regional economic
integration.

With the ASEAN Charter adopted in 2007 giving the organization legal
personality, ASEAN had a basis for concluding trade agreements with
countries, regional, subregional, and international organizations. As of
2014, it had six such agreements, with India, Australia and New Zealand,
Japan, China, South Korea, and the EU. Like other preferential agreements,
(hese violate the most-favored-nation principle by favoring only those that
are parties, and illustrate the further splintering of the WTO-based global
trade system.

Beyond AFTA, ASEAN has taken steps since the 1997-1998 Asian
{inancial crisis to create mechanisms to prevent and address any future
financial crises. In 2000, the ASEAN Plus Three established the ASEAN
Surveillance Process to monitor capital flows, the Chiang Mai Initiative to
provide a currency-swap arrangement supplementing the IMF, and a net-
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The Proliferation of Regional Trade Agreements
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Wis are seen as a practical alternative, involving less risk, variable
Iments, more familiar partners, and rapid enactment. But they may
gasler to create than to put into practice. Actual implementation
s mostly on whether the signatories are closely intertwined econom-
wil have the resources to enforce new rules. Further, once multilat-
e npreements are in place, they are likely to expand to include more
\ something that is rare with respect to bilateral deals (Mansfield
vehouse 2013).
Although RTAs have proliferated, in most cases they link a variety of
ylen with each other but they are not exclusive. In Africa, Latin
tlen, ns well as Europe, states belong to multiple bilateral, subre-
wl, und regional agreements, leading many pundits to refer to a
hietti bowl” of state commitments. These crisscrossing commitments
Iinit the capacity of states to resort (o protectionism when times get
h and should therefore help sustain international liberalism, but
il irade agreements may also work at cross-purposes and undermine
ull effectiveness.
We look briefly at two major RTAs that have been under negotiation
4 number of years: the Transatlantic Trade and Investment Partnership,
ween the United States and the European Union, and the Trans-Pacific

wership.

N

proposed Transatlantic Trade and Investment Partnership (TTIP). The
States and the European Union are negotiating a series of trade and
that would knit together their economies even more

yeatment agreements
US exports went to the EU, while the EU

lwely. In 2013, one-fifth of
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ported one-eighth of its goods to the United States. The proposed TTIP is
Wended to reduce obstacles to trade and investment, such as EU barriers to
y modified foods, and empower US firms to sue in local European
peans are concerned about granting more rights to us
o weakened worker protections, but some econo-
Wists predict the deal could result in economic gains equivalent to an extra
4700 per year for each European family of four (Francois et al. 2013). The
jepotiations are scheduled to conclude in 2015.
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including both developed and

Ihe proposed Tran
Niates has also been involv
¢losely link twelve Pacific Rim nations,
developing states such as Canada, Chile, Mexico, Vietnam, Japan, and Aus-
China, however, is not included in the negotiations, leading some
e the TPP as part of US efforts to contain China’s rise. One
monization, meaning that governments would adopt
ning production and trade. This may lead to
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rights and patents. In other cases hw

especially wh it could lead to weakeni o only a quarter of the Fund’s staff are women. When IMF man-
B i . _=_=u g lieetor Dominique Strauss-Kahn resigned in 2011 amid a sex scan-
sue local Pund's female staff issued an open letter calling for a woman o run

More than for the I F w
I'P, howeve m
e b T, secrecy surroundi
Moz%ﬂmﬂﬁﬁa mwmu:n_mn: i Oo:mwmmw mcoc_:“_..w the talk, 4 \ention, The appointment of Christine Lagarde as anaging direc-
o Wi estsle i gotiatory' denigned to improve the Fund’s working environment and reputa-
.___.::_u\::oomzmmﬁosﬁrmﬂgmmxmn:?&womam:mc_h,m:a

Congress is bei ;
z eing kept in the d
tions, whi : 9 : >
ile representatives of Wi 10 percent of the European Central Bank’s leadership and senior
W women.
fuw radical critics from developed countries would join the critics

e developing countries of the IMF as an outmoded, Western-
Wiited institution failing to reflect changes in world affairs. Many of
pusitions are similar in their approach to the critiques of the WTO.

made privy to details of the agreement” (Edsall 2014)
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» they have criticized th _ W10 and Its Critics
ele N . : s el i
entral actog i wide range of goods and services under its jurisdiction and strength-

nomic governance, sough
< 2 & t to regulate M ]
These criticis & gulate MNCs, and offer e
gi .:sz_m have been rooted both in politi od ref Gl dispute settlement mechanisms, the WTO has become a lightning rod
rich) and in economi politics (the dom . : ;
yroups from both developed and developing countries who see the orga-

as the culprit in the negative consequences of economic globaliza-
onomic model have foegy ‘ z.:._g.im m::m sovereignty m:a. domestic interests .m:a favoring the
VoM wiests of major developed countries over poor countries. Even though

Iy WTO member has a voice through the consensus procedure, decisions
. Yet determining what s to be repul i involve “unequally matched states against one another in chaotic
» a5 well as the scope of regulations m: dted, O Wil of negotiating which has seen developed countries secure more of the
making the _w\mmﬂﬂ%ﬂwﬁ .. Seunomic mvvoz__:m:nm they already have EE._m .o:.nlzm an<n_on€m coun-

iti O sub {ilen very little of what they actually need” (Wilkinson 2014: 2). Still others
point out that although some developing states participate in the WTO’s
dispute settlement system, the vast majority do not, because of the consid-
siible cost of proving injury from the trade policies of another country and
{he reluctance to retaliate against a major power should a decision be ren-

arxist and dependency Ul

» believing that they occupy a p

I state controls, ag nxn_..

ilered in their favor.
At a more general level, many are critical of the effects of reducing

barriers to trade and making the world more “globalized.” Scholars some-

number of specific deficiencies at the TM

carlier in this chapter. Interestingly. e b e

those critiques come from different

rvative critics say ¢ : g !

" they see the free market QMONMMWMMWNM E 80._:836: 0 limes question whether the world is globalizing and even more so whether
erence. womn:_nm countries that have followed o o.En " It should be (Veseth 2010).

, Russia, Ukraine, >£o:::mﬁ Polligat Among activists, antiglobalization NGOs are major opponents of WTO

’ activity, charging that the WTO’s power to make regulations that have con-

¢s generally want reforms withi sequences and settle disputes with authoritative measures is an intrusion on

8 global financial Crisis resulted 0 the cstaigy national sovereignty. They are also critical of the lack of transparency in

utions and rules to govern reinfo i o m@n a4 news WTO procedures. In addition, there is a widely held perception that the

oting within the IMF, m:va enh e _um_:nsm TCSUs) organization is captive to the demands of rich governments and big MNCs.

i ancing surveillancel To other NGOs, the WTO’s adherence to the interests of free trade

women in polj i i i . .
policymaking posgj- undermines the application of labor and environmental standards, discussed
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in Chapters 10 and 11. Thus, labor movements and environmel
have joined the opposition, believing that the WTO privileges
liberalization over social values. The environmental groups arg
trade rules need to be more environmentally friendly and urge
tion of environmental implications before WTO accords are
1996, the WTO rejected negotiations with labor groups, referri
motion of labor standards to the ILO instead, where compliance pi
are generally loosely enforced. In contrast, labor groups from the
world have lobbied for the WTO to take up the labor-friendly ager
the WTO has the power to institute trade sanctions for labor v
Labor groups joined with other opponents of the WTO in the 199(
protests against the organization.

Antiglobalization Critics ‘
In the late 1990s, opponents of economic globalization formed

movement of workers, environmentalists, farmers, religious ag
women, and human rights advocates seeking greater economie¢
Many of these groups have found common cause in the streets of §
Prague, Washington, DC, and Calgary by staging mass protests in ¢
tion with meetings of the international financial institutions and G-7
the late 1990s. Although groups have had their own agendas, they
been united in denouncing globalization and seeking a return to gove|
at the local (or national) level. To many, goals of economic efficie

being able to buy the cheapest goods need to be replaced by suppe
local economies through providing local employment rather than exy

jobs, and by fair and environmentally friendly conditions for workers,

While demonstrators continue to march in the streets of E

antiglobalization protests have moved to the marketplace—supporting |
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