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“Globalization and its Speed”

Globalization, at its most basic, means simply the long-term, secular trend towards ever-greater interpenetration and interdependence of the world's economies. And this is indeed inevitable. 

Over the centuries, as production processes have developed and grown more sophisticated, their linkages have increased. By this definition, however, globalization is not something specific to now: it has been with us since the beginnings of mechanized industry. Marco Polo and Christopher Columbus were just as much “globalizer” as Bill Gates and George Soros are, if not more so. 

In order to define the starting point of Globalization, many writers have agreed that it is the following era after the Cold War system when the whole world was living under the “Soviet Union and U.S.A. domain”, as said by Thomas Friedman in the “Lexus and Olive Tree”.

We have heard a lot of debate recently about globalization from both detractors and promoters. But we tend to hear very little from one group of people affected by globalization: those in developing countries who are running businesses and providing jobs, sometimes to thousands of workers, sometimes to just a few. 

All these people are part of the developing world's growing marketplace. The businesses range from sophisticated, technology-driven operations to dirt-floor factories where dough is draped over bamboo rods to make noodles. Entrepreneurs of the developing world and many of the people they employ see globalization as their path out of poverty.

International economic integration will play a vital role in lowering the proportion of the world's population living in desperate poverty from 30% in 1990 to 15% in 2015, in accordance with international targets. Admittedly, the alleviation of mass poverty could occur through income redistribution. The sum needed to double the annual incomes of the world's 1,2-billion poorest people is only 2% of the output of the advanced economies. However, even convinced proponents of redistribution tend to stop at their own national borders. 

Are the poorest of the poor suffering from the excessive attention of beastly transnational corporations and greedy foreign buyers? The answer clearly is not obvious for many countries and cultures yet. The world's poorest people are at the margin of domestic economies that are themselves at the margin of the world economy. The serious question is not how to halt globalization but how to increase the ability of the world's poor to exploit opportunities in trade and inward investment. 

The international financial institutions will remain an important element of our economic architecture in coming decades. They will need to continue providing guidance and assistance to developing and transition countries seeking to reform their economies and to follow a market-led strategy of development. They will also become increasingly involved in assisting environmentally sustainable development, alleviating poverty, promoting good governance, and encouraging private capital flows. 

The recent Mexican peso crisis underscored the extent to which financial turbulence in a major emerging market country could threaten global financial stability. Subsequent events have demonstrated the appropriateness of the international response to the Mexican crisis.

The successful conclusion of the Uruguay Round resulted in a much needed strengthening of our multilateral trade regime. The Uruguay Round Agreement cut tariffs on manufactured products by over one-third, the largest reduction in history. For the first time, international trade rules were established to cover trade in services as well as trade-related investment and intellectual property issues. The Uruguay Round Agreement also established more effective rules for the prompt settlement of disputes.  From an institutional standpoint, of course, the most important accomplishment of the Uruguay Round was the creation of the World Trade Organization (WTO), which provides a permanent forum for resolving disputes and for further expanding the scope of multilateral trade rules. 

Regional initiatives can also provide an important impetus for international economic integration. A smaller number of countries may be able to reach agreement on liberalization measures that go beyond what could be achieved at a global level. Their experience may also provide valuable lessons for rules or approaches that could be adopted more generally and serve as a catalyst for multilateral liberalization. 

The United States is building new economic relationships through regional efforts in Asia, in the Americas, and in Europe. US participation in the Asia Pacific Economic Cooperation forum, or APEC, reflects the great importance the United States attaches to economic engagement in that dynamic region. First established in 1989 as a loose consultative organization, APEC reached a turning point in 1993 when President Clinton brought the 18 APEC leaders together for the first time in Seattle. The following year, APEC leaders pledged to achieve free and open trade and investment in the Asia-Pacific region by 2010 for developed countries and 2020 for developing ones. This fall in Manila, APEC members will put forward explicit national and regional action plans to open markets. 

Emerging Issues 

The potential list is too extensive to cover comprehensively today. Let me focus on three, which should be of particular importance: investment, telecommunications and corruption. 

Foreign direct investment has become perhaps the single most powerful force behind global economic integration. In 1992, the worldwide sales of foreign affiliates of multinational companies reached an estimated $5.3 trillion dollars, over $700 billion more than total global exports of goods and services that year. Foreign direct investment has also spread new technologies and improved skill levels, especially in developing countries. 

In today's global marketplace, trade often follows investment, so host government regulations on foreign investment can have a major impact on trade flows. That is why we need improved international rules on investment. 

The current revolution in telecommunications is another key factor in the accelerating pace of globalization. Increased competition and improved technology have led to a dramatic decline in communications costs. As an example, let’s see how the real cost of making a three-minute phone call from New York to London dropped 99 percent from the 1940s to 1990. 

Bribery and corruption undermine the most basic principles of good governance and the rule of law, and pose an obstacle to economic development and fair market competition. This has led the United States to push for tougher international rules on corruption. 

While most countries prohibit bribery of their own officials, only a few - including the United States - prohibit bribery of foreign officials. Earlier this year, the Organization of American States concluded an Anti-American Convention Against Corruption. It commits member signatories - 26 so far, including the United States - to criminalize bribery of foreign officials. OECD members also agreed that the tax deductibility of bribes should be prohibited and committed themselves to working on the next step: criminalizing bribery. This will not only improve economic efficiency and spur economic growth. It will also level the playing field for business. 

Spreading the Benefits 

How can we spread the gains of globalization more broadly, so that developing countries and all segments of society in wealthy industrial countries also benefit? 

Poor countries with weak links to the global economy risk falling further behind in the next decade. The old static model of economic development has been discredited, as has the view that the international economic system is fundamentally biased against developing countries. 

Experience has led to a new consensus on development. Successful growth depends primarily on national policies that promote macroeconomic stability, trade and investment, human capital formation, and good governance. 

But such policies may not be enough on their own to restore growth in some of the most economically distressed countries. The international community will therefore need to continue providing substantial flows of development assistance. More explicit emphasis should be given to promoting sustainable development, alleviating poverty, and encouraging economic reform. Multilateral development banks can play an important role in promoting good governance and the development of small and medium scale private enterprises. And promote trade and investment opportunities. 

Globalization presents challenges for developed countries as well. It has been blamed for high unemployment in Europe and the stagnation of real wages in the United States. But increased competition from imports is at most a secondary explanation for the decline in real wages of less skilled American workers. Two other factors are almost certainly more important: 1) some slowdown in U.S. productivity growth and 2) technological changes that increase the demand for better-educated workers. 

In fact, the increase of international integration in coming decades should stimulate economic growth in the U.S. and encourage the creation of new, better-paying jobs. During the past 15 years, U.S. exports have risen at a faster annual rate than those of any other G-7 country, including Japan. The United States was the world's leading exporter again in 1995, and our exports support jobs that pay 12 to 18 percent more than comparable positions in non-exporting firms. 

While the benefits to the United States of participation in the world economy are clear, it can only maintain domestic support for further trade liberalization and economic integration if the process is perceived as fair and equitable. In the short run, liberalization can involve adjustment costs. NAFTA recognized this fact and included innovative provisions designed to provide transitional assistance to displaced workers. NAFTA also recognized the need to set and enforce basic labor standards. The United States believes that the issue of the relationship between trade and labor must now be addressed in the WTO. 

The future impact of globalization will vary from country to country and within countries. But efforts to resist the powerful technological and economic forces behind globalization by appealing to protectionism are misguided, and in the long run, futile. Rather than fear the future, we must redouble our efforts at international economic cooperation. We must strengthen the architecture of global and regional institutions to promote open trade and investment and prosperity for all. This is the best way to ensure that the benefits of globalization will spread to all corners of the world and to all sectors of society. 

