THE WORLD TRADING SYSTEM: THE ROAD AHEAD

TEXT 2*

Figure 2.8
The composition of many developing countries'
exports was transformed in just over 10 years

increasing, but it does suggest that, because increased trade is not a primary cause, erecting new trade barriers is unlikely to solve this pressing problem.-51
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Note: Export groups are based on the use of scientists and engineers in production and on the amount of research and development activity required. Resource-based exports are unfinished raw products. Low-technology exports are typically labor-intensive manufactures with low worker-skill requirements, such as textiles, garments, and footwear. Medium-technology exports are products that entail fast-moving production technologies and some design effort, such as automobiles, chemicals, industrial machinery, and consumer electronics. High-technology exports are products that combine intensive use of highly skilled employees with substantial research and development; examples include fine chemicals and pharmaceuticais, aircraft, and precision instruments. Source: UII1998.

Sustaining reform bу treating import competition a par with domestic competition The widening use of antidumping actions against foreign firms threatens to undermine one of the key benefits of global trade rules: stable and predictable access to foreign markets.32 Even though there is no economic rationale for doing so, antidumping laws treat" the effects of competition from foreign firms differently from those of competition from domestic firms. The parity between foreign and domestic firms could be restored by an international agreement to eliminate antidumping laws and to apply national competition policy laws to import competition. That is, if an antitrust issue exists—such as predation—deal with it, but otherwise leave pricing decisions to individual firms.
Sustaining reform by easing the adjustment га trade liberalizalition
Supporters of trade liberalization should give greater attention to developing social safety nets and to education and retraining policies that facilitate labor market adjustment to internal and external shocks/553 Augmenting trade liberalization policies with complementary labor market policies that ease adjustment will reinforce social cohesion and help offset pressures to close domestic markets to foreign goods.34
Research into innovative public policies that reduce the costs of economic adjustment continues. "Income insurance," for instance, would compensate workers in the short term for part of any income they lose because of economic adjustment to liberalization. Such a program reduces the pain of job loss while preserving the incentive to look for employment.35 However, there is little economic justification for treating workers affected by trade competition differently from workers affected by domestic competition, macroeconomic shocks, the adoption of new technology, or any other form of economic adjustment. Economic adjustment policies should aim to reduce the adverse impact of all shocks, irrespective of their source.
Sustaining reform by directly tackling labor conditions in developing countries
Labor practices in developing countries have received much publicity recently, thanks largely to the efforts of nongovernmental organizations (NGOs). Multinational
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corporations are particularly in the spotlight. Damaging reports have emerged of workers laboring for a fraction of the minimum wage in industrial countries in facilities that fall far short of the safety standards of high-income countries. This publicity has generated strong demands for incorporating international labor standards into the WTO, with trade sanctions to enforce them.36 The debate on the merits of this proposal is intense, but the evidence that lower labor standards boost export

performance is weak.37 Moreover, imposing trade sane-dons on imports from developing countries — especially in labor-intensive industries — wiU lower wages and worsen working conditions in those countries, not improve them. Better alternatives to imposing trade sanctions exist, including aid programs to improve labor conditions. In addition, developing economies can take steps themselves to improve the conditions of working people, including children (box 2.3).
Figure 2,7
New users initiated an increasing number of
antidumping suits during 1987-97
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Note: Traditional users of antidumping laws are Australia, Canada, the European Community (and its successor, the European Union), New Zealand, and the United States. This classification is taken from-the source. New users are Argentina. Brazil, India, the Republic of Korea. Mexico, and South Africa. Source: Miranda. Torres, and Ruiz 1998.

Sustaining reform by preserving the legitimacy of global trade rules
The number of disputes among WTO members is likely to increase in the future, thanks to growing competition in the services and goods markets and the wider scope of multilateral trade rules. NGOs, subnational governments, and even private sector firms will want to be included as participants in the dispute setdement mechanism.38 If this pressure is not handled well, the legitimacy of global trade rules will be called into question.
A first step in maintaining the legitimacy of global trade rules is to make more resources available for the WTO to implement its dispute resolution mechanism. Several other reforms are also worth considering.39 Dispute panels could be allowed to take evidence from groups other than governments so that all interested parties can be heard. In addition, regular WTO ministerial meetings can review the ongoing case law that will result from the dispute resolution mechanism, resolving the inconsistencies that disputes might reveal in the provisions of WTO agreements.
International trade and development policy: the next.25 years
International trade institutions and liberal trade policies are a means to an end. They boost trade in existing and new products, enhancing competition in markets, stim-
