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PROCEEDI NGS

MR. VASQUEZ: Welcone to the Cato Institute. M nane
is lan Vasquez. | direct the Project on G obal Economic Liberty.
This is the first forumthat the Cato Institute is having this
year. And for some of you who have been here before, you wll
notice on your name tags the nunber 25, the new Cato | ogo for
this year, because we are pleased to be cel ebrating 25 years.
This is our 25th anniversary. W are happy to be celebrating
that. On May 9th of this year, we are going to have a big gal a
cel ebration here in Washi ngton.

Negati ve depictions of globalization in the press tend
to outweigh positive inages. |In part, that is because econom sts
don't know how to tell a good story oftentines, even if they do
know how to catal og the dramati c ways in which gl obalization has
benefited humanity in ternms of poverty reduction, |ongevity, the
el imnation of diseases, reduced infant nortality, and so on, and
some increased prosperity. But perhaps a nore inportant reason
for a sonetinmes unwhol esone i nage of the gl obal econony in the
public mnd is that journalists find thenselves often in the
position of having to tell a captivating story but not always
with a sound grasp of the econom cs.

Anecdot es of people losing their jobs are far nore

dramatic than the steady reduction of poverty in East Asia, say,
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over several decades. The worsening econonmic crisis in Argentina
is aremnder that journalists sonetines get the story wong,
however conpelling it nay be. A recent Washi ngton Post article,
for exanple, correctly identified as a central cause of the
country's crisis uncontrolled governnent spending, and then went
on to refer to that tinme period in which governnent continued to
grow as one characterized by unbridled free markets.

O course there are nmany chal | enges that gl obalization
poses, both at the national and at the international |evel, that
have to be taken seriously and where serious people can disagree.
Nurmer ous policy books have been published addressing those
i ssues.

Less conmon, however, are accessible accounts of how
gl obal i zation is providing unprecedented opportunities for
mllions of ordinary people around the world. W are pleased
today to be celebrating the publication of one such book by
Swedi sh journalist Tomas Larsson, who has managed to conbi ne his
skills as a reporter with his know edge of sound econom cs.

"The Race to the Top: The Real Story of d obalization”
turns the favorite netaphor of the anti-globalization crowd on
its head and chall enges those critics' assunptions based on
direct observation. W wll be hearing from Tomas today about
what his experiences in Asia and el sewhere around the world have

led himto concl ude.
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W are al so pl eased to have anot her | eading journalist,
with nuch expertise on the gl obal econonmy, who will be providing
hi s thoughts on the inportance of getting the globalization story
right. And it is inportant. Indeed, |I don't think anybody on
this panel believes in the inevitability of the spread of the
gl obal econony or of global markets. This is not the first tinme
that the world has lived in an era of global capitalism There
is much left on the agenda in countries around the world on the
ref orm agenda, and we need to be alert to the factors that could
possibly bring this era to an end.

As ny col |l eague Brink Lindsay says, it is nmuch earlier
than the triunphalists think

Let ne then introduce Tomas Larsson, to hear what his
views are on globalization. Tomas has spent 10 years living in
Thai | and, and reporting there, for nunmerous journals. He was a
correspondent for Business Asia, which is a Hong Kong-based
newsl etter published by the Econom st Intelligence Unit. And he
has witten for numerous Swedish dailies, as well as Vagabond,

t he Financial Tinmes, and the Far Eastern Econonmi c Review.

Pl ease hel p ne wel cone Tonmas Larsson.

(Appl ause.)
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TOVAS LARSSQON, AUTHOR
"THE RACE TO THE TOP

THE REAL STORY OF GLOBALI ZATI ON'

MR. LARSSON. Thank you, lan. And thank you all for
com ng here.

Two days ago, when | was thinking about what to say to
you, | went online to visit Amazon.com and | nade a book search
on the word "globalization.”" The conputer spat out a total of
904 titles, with ny book being one of them That is pretty
intimdating. The question that the self-doubting author asks
is, of course: What do | have to say that you can't find in the
ot her 903 books?

Well, obviously |I haven't read all of them but |
certainly hope that | can provide a sonmewhat unusual perspective,
al so for people who are fanmliar with the literature. 1In ny
short remarks here, in which I will speak for approximtely 20
mnutes, | would like to frame the book for you. | will do this
by talking a little bit about its background, when and why was it
witten, and who do | hope to reach. After that, | will briefly
explain why | see globalization as a story not of a race to the
bottom but, as the title says, a race to the top.

First of all, this book is an expanded and updat ed

version of a book that was witten and published in Sweden in
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early 1999. So that is three years ago. However, because of a
series of rather unfortunate events and trends, | believe that
the U S. version of the book is, in many ways, nore topical than
t he Swedi sh origi nal was.

In the gl obalization debate, history can be divided
into two tinme periods -- before and after the Battle of Seattle,
when the anti-globalization novenent nmade its real debut on the
worl d stage. The Swedi sh version of this book came out before
the WO m nisterial neeting in Seattle. So, in one sense, the
book cane out too early. But while my witing was not directly
stimul ated by the drama of the globe-trotting protestors, who
then went on to visit many nore cities around the world, the book
does address and chal l enge the world view of nmany of the
protestors and of their synpathizers.

So ny goal was, and is, to counter what was then

becom ng a fashionabl e i mage of globalization -- today is has
beconme nore |ike orthodoxy in sonme circles -- but this view can
be sunmarized as followed. First of all, globalization is not
chosen; it is inposed. It is inposed either by foreigners or by

conspiring elites to the exclusive benefit of giant nultinational
corporations. Secondly, globalization destroys |ocal comrunities
and cultures. And, thirdly, globalization is inconpatible with

princi pl es of denocracy and social justice. So, in short,
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gl obalization leads to what in the United States is referred to
as a race to the bottomin every inmagi nabl e di nension

European intell ectuals have used other netaphors. 1In a
coupl e of influential German books, globalization was equated
with Brazilianization, by which the authors were referring to the
growt h of extrenme economc inequalities. And they suggested that
Brazil was kind of a m crocosmof global capitalism And John
Gray wote about a new G esham's Law, where, in the sane way as
bad noney drives out good noney, so does bad capitalismdrive out
good capitalism

Wat ever the netaphor, the basic idea is roughly the
same -- free trade and free capital flows favor a particular kind
of capitalism nanely, the worst kind of capitalism And the
wor st kind of capitalismmy be North American or South Anmerican,
but it is always Anerican.

Vell, ny fears about gl obalization were somewhat
different. | was afraid that the wave of popul ar
anti - gl obal i zati on outpourings in books and journals could |ead
to arace to the bottomin the gl obal marketplace of ideas; that
this new negative view of globalization would generate a rea
backl ash. This view of globalization did not at all resonate
Wi th nmy personal experience living and working in Asia before,
during and after the Asian econonmic crisis of 1997 and 1998.

There | had net so many people, ordinary people of sinple and
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privil eged backgrounds, who, thanks to the opportunities offered
by gl obal markets, had been given a chance to better their lives.
So | thought it would be very, very unfortunate if these
opportunities were to be foreclosed by a political reaction
against trade liberalization in the rich countries, in Europe and
in the United States primarily.

Now, | am not suggesting that globalization is the
solution to all our problens or that it will lead to instant
bliss for everyone. But, fromny perspective, it seened
self-evident that the social and econom c problens that no doubt
can be found in many parts of Asia and in other parts of the
world could not be mtigated by econom c isolationism |If
anyt hing, such restrictions on econom c exchange across borders
were the very source of many of the worst inbal ances.

| would also |like to add that, as | was initially
witing for a Swedi sh audience, | was particularly afraid that
t he Swedi sh | abor union novenent and the Swedi sh Soci al Denocr at
Party woul d abandon their traditional principled advocacy of
freer trade in response to these popular currents. So | was
fearing a policy shift in Sweden.

Per haps one could say that | was fearful that the
Swedi sh politics would becone Anericanized. And by that | nean
that we woul d see growi ng political polarization over trade

policy as | abor unions and Social Denocrat |egislators abandoned
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the anmbition of freeing trade in general, and of freeing trade
wi th devel oping countries in particular. So, as strange as it
may sound, an inportant anbition with this book was and is to
reach directly or indirectly people of the left who think or are
begi nning to think that opposing gl obal economc integration is
the right and the progressive thing to do. And since this
appears to be a rather popular notion in this country, | hope
that the book will travel well.

So, how then to make the case for globalization? Well,
pr of essi onal econom sts, as lan nentioned, have provided us with
a wealth of economc theory and fine charts and figures which
expl ain why and how economi c integration raises |living standards,
in much the sane way political scientists can tell us about the
role that international trade plays in reducing the risk of war
bet ween nations, and they teach us about the |inks between
econoni ¢ openness, econom c growth, denocratic progress, and
denocratization. Al of this is great intellectual amunition,
but abstractions are not enough. W also need to convey inmages
of real people whose |ives have been touched in a positive way by
gl obal i zati on.

So what | tried to showis that an open world econony
is creating opportunities for enpowernent in the nost unlikely of
pl aces -- the jungles of Borneo, the sluns of Brazil, and the

public schools of Thailand. And you m ght be curious about it,
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so |l would like to illustrate, with a few snapshots fromthe
book, i ndividuals and communities that are responding in
unexpect ed ways perhaps to these opportunities.

I n Taiwan, there is Mason Su, who was born in 1958 when
Tai wan was as poor as many African countries. He is the founder
of Iwill, an endearing nane for a conpany, which nakes conputer
boards and exports these all over the world. He and his conpany
is a shining exanple of Taiwan's remarkable ability to use the
drive of small entrepreneurs to create and spread an amazi ng
| evel of prosperity throughout the Island in a few short decades.

In Brazil, | visited Ro de Janeiro, where | was so
surprised to find that it was in the favelas, or the shantytowns,
that the positive effects of globalization could perhaps nost
clearly be seen. 1In the |argest shantytown, Rocinha, you can
nowadays buy refrigerators from Asia and nobil e phones from
Finland. Most inportant, though, is the fact that many famlies
who went hungry 10 or 15 years ago today can afford not only
refrigerators but also to stock themw th food and drink.

That sounds great. But | nust admt that life in Rio
was not getting better for all. | spoke to sone nenbers of the
m ddl e cl asses there. For exanple, a taxi-driver, who hated his
new j ob, conplained that, for 20 years he had worked in a
confortable mddle-class job in a plastics factory, and then

sonet hi ng happened. As he explained it, Brazilian politicians
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opened up the borders to inports, and the conmpany he was worKking
for was pronptly put out of business by internationa
conpetition.

So, after Brazilian refornms put a stop to
hyperinflation and | owered barriers to trade, it seened that the
pur chasi ng power of the urban poor in Rio had increased quite
dramatically, while it fell or stagnated for many nmenbers of the
weal thy m ddl e-class. So the undeservedly rich |ost sonme of
their privileges, while the poor got richer. Now, this can be
political dynamite, as | think the case of Argentina nore
recently illustrates, in the absence of econom c growth, what the
consequences can be. But it does not strike nme as an exanpl e of
the great injustice brought by global markets.

Moving on to Thailand, | interviewed an angry nother
who was fighting corruption and nepotismin the public school
system She told nme that she wanted to prepare her daughter, and
ot her Thai children, for globalization. She wanted to nmake them
able to conpete with people fromall over the world. And by
restricting the ability of sort of deserving kids to get into the
best schools, the school systemwasn't doing that. So she was
anxi ous for the public schools to convey the right values to the
children, and teaching themthat it is hard work and indi vi dual
achi evenent that count, not what your last name is or how nuch

noney your parents have. She believed that in the old days,
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per haps a system based on corruption and nepotism coul d work
reasonably well, but not in today's gl obal econony.

In South Korea, | net wwth a | awer who wanted to
reform South Korean capitalism a reformeffort that received a
bi g boost in the wake of the Asian financial crisis. The | awer
had hel ped build one of the country's fastest-grow ng soci al
nmovenments. It's called People in Solidarity for Participatory
Denocracy, and it was fighting crony capitalismby advocating the
rights of mnority shareholders. VWhile many pundits have
concl uded that the Asian crisis shows that market forces nust be
restrained so that they don't weak havoc, representatives of
this civic novenent were saying that the problemin South Korea
was that market forces were too weak. So they were trying to
strengt hen market discipline by weakening the ties between big
busi ness and the state.

Not surprisingly, this novenent against the privileged
posi tion of big business was receiving support fromforeign
i nvestors, those nefarious corporate giants fromthe Wst.
But -- and this is the nore interesting point -- this effort was
al so supported by Korean small business. So ny argunent is that
the threats and opportunities created by globalization is
nmotivating activists to strengthen the often weak and unj ust
political institutions that are clouding the future of their

chi |l dren.
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Let nme take one | ast exanple. In the jungles of
Borneo, | visited a | onghouse. And that is a sort of tribal
apartnment building that is honme to an entire village; and it's
one building. There the Iban famlies were sustained not by
subsi stence agriculture or working on | ogging operations or
mgrating to the cities, which was the common form of getting by
there. Instead, the wonen in the | onghouse were weaving for the
world market. They were creating beautiful fabrics.

And they were weaving not for any old market but for
the art markets of Paris, London and New York. So these wonen
were plugged into the world econony, but they didn't even have
t el ephones or even radio links with the outside world. Al
comuni cati on was by boat, up and down the tributary of the
Raj ang River on which they lived. So, in this way, globalization
had given these villagers a chance to sustain a traditional way
of life and to revive a threatened craft and culture.

The larger point | want to make with these snapshots is
that the so-called neoliberal policy changes associated with
gl obal i zati on has had trenendously beneficial effects in many
unexpected ways. And | also want to enphasize that many of the
aspirations and values of the anti-globalization crowd can be in
fact, and are in fact, pronoted through international exchange.
So rat her than denonizing globalization and taking a

patroni zi ngly negative view of the capacities of the poor and
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downt r odden, we ought to recogni ze that people all over the world
can and often do make creative use of the opportunities that are
provi ded by econom ¢ openness -- opportunities for econom c,
political and cultural entrepreneurshinp.

The question then for Europeans and Anericans is
whet her our econom c policies hanper or help liberate this
creativity. And, in many ways, our policies do just that, but
nore could and should be done. And in this respect |
particularly want to point a bit of an accusing finger at sone of
the injustices that can be found in the global trading regine.

| am thinking of the way in which the richer econom es
have biased tariff structures agai nst products in which nost poor
countries have a conparative advantage -- that is, agricultura
products and | abor-intensive industry. | amalso thinking of the
abuse of anti-dunping tariffs. And | amthinking of the rather
shanmeful use of agricultural export subsidies that depress the
i ncomes of peasants in developing and formerly sociali st
countries. Elimnating these unjust arrangenents is probably one
of the toughest but al so nost inportant and urgent political
chal I enges that concerned citizens and policy entrepreneurs here

in the United States and in other countries are currently facing.

| will stop there. | look forward to the conmments by
Adrian, and | |look forward to your questions |later on in the
guesti on- and-answer session. It was a pleasure to talk to you.

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



15

(Appl ause.)

MR. VASQUEZ: Thank you, Tonas.

Adri an Wol dri ge, our next speaker, has been The
Econom st's Washi ngt on Correspondent since Novenber 1999. Miinly
he has covered politics and social policy. He has been with The
Econom st since 1988. He is the author of nunerous books,
i ncluding "Measuring the Mnd: Education and Psychol ogy in
Engl and from 1860 to 1990," "The Wtchdoctors: Making Sense of
t he Managenent Qurus," and, with relevance to this book forum he
is the coauthor of "A Future Perfect: The Challenge and Hi dden
Prom se of d obalization."”

W oftentimes concentrate on what the
anti -globalization crowd is up to and what it thinks, but one of
my favorite lines fromhis book, "A Future Perfect,"” is
"d obalization's main problemis not the ideol ogues who hate it,
but that famliar old villain, the pragmatic politician." H's
witings are full of insights of that sort, and they have
appeared i n newspapers around the country and around the worl d.

Pl ease hel p ne wel conme Adrian Wol dri ge.

(Appl ause.)
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ADRI AN WOOLDRI GE

WASHI NGTON CORRESPONDENT, THE ECONOM ST

MR. WOOLDRI GE: Thank you very nuch for that
i ntroduction.

| gather fromthis piece of paper that | am supposed to
provi de another journalist's critical perspective, and | am not
qualified to do that, since | agree with al nost every word in
Tomas' book. So we are not going to have a great clashing of
egos or of perspectives here.

The first thing | would |like to say about this book is
that | amvery glad that it has happened, | amvery glad that it
has been published, and | amvery glad that people who believe in
gl obalization are actually sitting down and witing books.
Because | think one of the real things that has gone wong wth
t he whol e gl obalization debate is that the pro-globalization
peopl e, nost of the pro-globalization people, actually don't
think it is worth defending globalization. Because they think
that globalization is either a fait acconpli or sonmething that is
automatic; it is sonething that is driven by technology; it is
sonet hi ng that cannot be reversed, and therefore you don't need
to defend it. Defending it is rather |ike defending the fact
that the sun cones out every day -- you don't need it; it's a

fact about the worl d.
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And | think that is really profoundly wong, and
dangerously wong, for at |least three reasons. The first is the
nature of globalization itself. | think globalizationis a
conpl ex and contradictory process that has all sorts of
undercurrents which go against the mainstream Just to give one
exanple fromnmy own profession, | think that what you see with
gl obalization is not only the creation of global television
channels like MV and CNN, but the proliferation, for exactly the
sane technol ogi cal reasons, of lots and |ots of |ocal television
channel s.

| notice, by watching ny own television, that there is
not one | think but two channels which are devoted to nothing
ot her than the proceedi ngs of the Washington, D.C. Town Council.
Wi ch, since Marion Barry retired, are not quite as interesting
as they used to be. And | think that tends to trap a | ot of
people in a nuch, much nore | ocal perspective than you would
expect. And | find this particularly with journalists. Now you
are getting newspapers that are nmuch nore geared to |ocal and
particul ar markets and to national markets.

When | talk to nmy colleagues in London, | amquite
often surprised by their perspective, because they are involved
in debates and in issues which are conpletely unrelated to the
sort of issues and debates that | aminvolved in, in Washi ngton,

D.C. Their perspective is profoundly |ocal.
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I f you | ook at the Financial Tinmes, for exanple, which
shoul d be one of the great engines of global journalism the
Financial Tines in London is significantly different fromthe
Financial Times in the United States. It puts a different array
of things on its cover. | think all of that pushes intelligent,
educat ed, infornmed people, to actually becom ng in sone ways
qui te parochi al about their concerns. And that is driven by
exactly the sane sort of technological flexibility that MIV and
CNN are al so driven by.

The second real problemw th that argunment is what
m ght be termed the politics of globalization. And that is that
all politics, as has often been said, is local. People get
involved in local politics and they have a | ocal perspective.
There is a very nice story in Adam Smth's other great work, "The
Theory of Moral Sentinents,” in which he conpares the pain that
you woul d feel if you cut your little finger with the pain that
you would feel if the entire nation of China were to be
destroyed.

He said you woul d be very upset about all those
mllions of people in China. You would probably cry about it.
You would be worried about it. And Smith said, you would
actually calculate the inpact of this terrible disaster on your
own personal finances. But, he said, how many people would

actually go about and sacrifice their little finger in order to
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save all those people in China? They woul d probably just expect
sonebody else to do that. He is saying that |ocal sentinents are
much nore powerful and nmuch nore pressing. And | think this is
al ways the case with globalization

Clinton's great back-down in Seattle was because he
wanted to give a better chance to Al Gore to win the election.
Cinton could talk as well|l as anybody about the great big
argunents in favor of globalization, but when it cane down to it,
he was really a national politician, involved in delivering
sonething to his then-friend.

And a third thing, | think, is the |lessons of history.
The | esson of history, very, very powerfully, is that
gl obalization is not an inevitable process. It is a process that
can be reversed. W are not living, of course, through the first
age of globalization; we are very nmuch living through the second
age of globalization. |If you ook at the world before 1914, it
is in many ways a nore globalized world than the world we have
today. People could nove around the world without the necessity
of a green card or a passport. The Gold Standard nmeant you
essentially had a gl obal universal currency. You had huge fl ows
bot h of capital and of goods.

There is a very nice passage, and | am sure many of the
people here are famliar with it, in Keynes' great work, "On The

Econom ¢ Consequences of Peace," when he has this inmage of the
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typi cal m ddl e-cl ass Londoner of the tinme, lying in bed, in about
1912, sipping his tea, reading his newspapers, mneking investnments
in every part of the world that you can think of, in the
confident expectation that those investnents would bear fruit;
ordering things by tel ephone fromall around the world, in the
confi dent expectation that the products that he had ordered w |l
be delivered in the next few days or weeks to his door. And his
only thought about the future is that the world will go on
getting nore integrated, that this business of lying in bed and
ordering things or investing noney will go on being nore and nore
easy, nore and nore rumnative, and nore and nore civilized.

He just did not understand the world that was about to
hit him And | think there is a simlarity between that
t ea-dri nki ng gentleman and the latte-drinking people in Silicon
Valley. The notion is that globalization is a fact about the
world, and we are just going to go on getting nore and nore of it
because it is driven by technology. | just think that is not
true. dobalization rests upon a political consensus, upon
political arguments, and we need to keep articulating the case
for globalization. Wich is why we need nore books Iike this.

And | think what | |iked about this book was, in
particular, the way that it m xes very sound economcs wth
stories, with anecdotes. Again, we have, | think, a problemin

communi cati on about gl obalization. Many of the argunents in
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favor of globalization are nade by econom sts, who essentially
spend their lives talking to each other. They don't understand
how to talk to ordinary people. And they do not even understand
their degree of jeopardy -- or they didn't not very |long ago --
understand the degree of jeopardy in which this process is caught
at the nonent.

| renmenber interviewi ng Stanley Fischer several years
ago, in 1998. This was before Seattle. And | asked himwhat he
t hought about the grow ng backl ash agai nst gl obalization. And he
| ooked at me and said: | don't really think it is all that
i nportant, because all the people that |I neet at international
conferences are all in favor of gl obalization.

And | think that is a world view that we really need to
wor ry about anpongst the sort of economically literate elite. And
on the other side of the equation you have the people who are
very good at anecdotes, and perhaps in the journalistic
community, who tend not to know very nuch about econonics. And
if they do, they are still nore seduced by the terrible imge of
the plant that is being closed down in the "Deerhunter”-style
town in the United States than they are with the nuch nore
anor phous benefits of globalization globally, both for consuners
and for producers in the rest of the world.

So | think we need nore of this attenpt to m x

anecdotes with sound economcs. W need nore attenpts also to
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change the story. | think one of the many things that the
anti - gl obal i zati on people are good at is weaving together a
conpel ling story by using conpelling phrases. And | like the way
that we have here the phrase "the race to the bottont replaced by
"the race to the top," which I think is a much nore accurate
account .

And | very nuch like, on the back of the book, P.J.
O Rour ke asking: How much support woul d anti -dunping | egislation
get if it were called, as it should be, "anti-shopping
| egislation"? How nuch attention would we give to journalistic
pundi ts noani ng about the problemof globalization if the
journalists titled their stories, "the problens of having nore
fun, freedom and noney'? And how nuch synpathy would the WO
protestors get if they chanted sl ogans such as " hey, hey, ho, ho,
everything you love in life has got to go'?

And | think we need to be noving towards the P.J.
O Rourke vision of things. And | think it is very interesting,
if one goes back to the first age of globalization, to the dawn
of the first age of globalization, this was actually a
pre-denocratic age. It was an age in which the politica
community was very small. But, neverthel ess, the politicians of
that period were actually nuch better at naking the argunent for

gl obalization to ordinary people than today's politicians are.
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d adstone, Disraeli, Peel, and the rest of them they
stunped around the country, making five-hour-, six-hour-I|ong
speeches to eager audi ences. And one of the reasons why the
audi ences were so eager is that they constantly |linked the case
for globalization not to big, abstract theories about conparative
advantage but to things like the phrase of the tine, the "free
breakfast table.” They would talk about how nuch cheaper the
Engl i shman' s breakfast table was because of free trade. They
woul d tal k about gl obalization as being seam essly linked to the
great tradition of English liberties. They would tal k about the
cultural enrichnment that came from gl obalization. And the result
of that was that you had a huge mass novenent in favor of
repealing restrictions on trade.

And it is very interesting that, in the 1840's, London
was i nvaded by people who were protesting about free trade. But
t hose people were not protesting, |like these anarchists and the
rest of them against globalization; they were protesting in
favor of the repeal of the Corn Laws. Because they understood
that the Corn Laws were penalizing ordinary people and benefiting
the then-aristocracy.

So | think it is possible, if you have the right
argunents, and if you are willing to make the right argunents,
actually to create a popul ar consensus in favor of globalization.

That consensus probably nore exists now in the devel opi ng world
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than it does in the advanced world. So | don't think we should
sinply ignore the anti-gl obalization people. | think we need to
go head to head with them and nake better argunents and use
better anecdotes, better exanples.

One of the many points | |iked about this book, and I
agreed with in this book, is the notion, in Brink Lindsay's
phrase, that it is earlier than we think. | think one of the
things that the anti-globalization people have gotten a | ot of
m | eage out of is that we live in a globalized world and
therefore all the many manifold problens that we see in the world
are the result of globalization. And what is denonstrated here,
and al so denonstrated in Brink Lindsay's book, is actually that
the world is not anywhere near as globalized as we think it.

We have the exanple in this book of Sweden, which is I
think nunber 23 in the list of open free economes. |If Sweden is
nunber 23, with a very, very, very high punitive |evel of
taxation, a very interventionist state, what do you think of the
countries that are number 100 or 120? |In other words, we have
not got towards a gl obalized world, and many, many of the
problens that are routinely ascribed to globalization result not
fromglobalization but fromits opposite -- fromthe state's
habit of intervening in order to protect industries, in order to
keep out conpetitive products, in order to give resources and

opportunities to cronies, to favored people.
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And | think we need to keep on really hameri ng away at
this point, that many, many problens that are routinely ascribed
to gl obalization belong not to globalization but to the opposite
of it. And again, in this book we have the very nice exanpl e of
Brazilianization. Most of the polem cs against globalization
that you read have Brazil as the prinme exanple of the sort of
society that we wll have if we have a gl obalized econony and a
gl obal i zed world. That is phooey. The point that is very
forcefully made in this book is that nost of Brazil's probl ens
result fromprotectionism from governnent intervention, and from
governnent intervention very malignly, quite often, designed to
protect the interests of the powerful and the wealthy.

Again, this reinforces the point that the way forward
is to have nore gl obalization, not |ess globalization, nore free
trade, not less free trade. That is the way to advance the
interests of the poorest people in the world, as well as nost
ot her people's interests.

| think there is a very snobbish, sort of English,
thing that people like to say when the question is: Wat do you
think of American civilization? The reply is: | think it would
be a good i dea.

(Laughter.)

MR WOOLDRIGE: And | think the same could be said of

gl obalization. |If people ask ne, what do I think of
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gl obalization, I think it would be a very good idea; | wish we
had nore of it. So, probably of the 900 books or nore that were
referred to on globalization, nost of themare either

i nconpr ehensi bl e university texts, witten by one econom st or
another, or, if they are well witten, if they are full of
anecdotes, alnost all of themare probably witten by the

anti - gl obalization people. And | think we need nore books |ike
this, really forcefully making the point coherently, and in an
economcally literate way, but in a way that is also illum nated
by anecdotes and stories about the enpowernent that comes to
ordi nary peopl e through globalization. W need nore of these.

Thank you.

(Appl ause.)

MR. VASQUEZ: Thanks very nuch, Adrian.

We have tinme for questions and answers. Please, if you
have a question, raise your hand and identify yourself and your
associ ation. Yes, we have a question here.

AMBASSADOR HANNI BALSSON: My nane i s Jon Hanni bal sson.
| am Anbassador of |cel and.

| noticed that you, M. Larsson, said that your first
Swedi sh version of your book was basically witten for the
benefit of Swedish Social Denocrats and the | abor novenent,

trying to stiffen their back in keeping up their traditional

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



27

policy of free trade and being positive to globalization. W
question is, did you succeed?

And secondly, if | may, because you took all the
exanpl es fromthe devel oping countries, can you say a few words
to explain the apparent success of the Swedish welfare state,
with its strong public sector, strong governnment intervention,
but being at the sane tine at the forefront in the information
revolution in Europe? Does Sweden also, with that type of socia
structure, benefit from gl obalization?

MR. LARSSON:. | don't think that it was | who succeeded
in stiffening their backs, but rather, as you say yourself, that
they found out that the large welfare state was in fact
conpatible with globalization. There were sone doubts about that
in the early nineties, when we suffered a severe financial and
econom c crisis. But, in essence, the Swedish welfare state
survived that nodel. Wether or not we like it, it did. And I
think that stiffened the backs of the Swedi sh Social Denocrats
and of the Swedish | abor union novenent in continuing to argue
for globalization.

MR VASQUEZ: Yes.

MR. PREEG Ernie Preeg, Manufacturers Alliance.

| have a comment and a question actually, not so nuch
on the substance of the presentation, which | agree with, but

nore on the enphasis and priorities. Because the title is "The
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Race to the Top," well, the U S is at the top, so it sort of
inplies everybody el se sort of catches up with us. That can nake
us feel alittle uneasy, particularly because we have a big trade
deficit and nost of the policy enphasis is on what nore we shoul d
do to open our markets. Wereas ny assessnent is that it's far,
far nore inportant what devel oping countries do in an emerging
mar ket to open their economes than for us to go further. The
NAFTA is an exanple. Wat Mexico did really nmakes a difference.

We inport 70 percent of apparel and 90 percent of
footwear. What is left is nostly high-tech fashion stuff. So
there is this asymetry of sorts. And it seens that when you get
not only your book, fromwhat | understand, but the Fi nanci al
Times, they are al ways saying, well, what needs to be done is
anti -dunping for textiles and apparel, and agriculture obviously
should do this, but it should be nore bal anced, not only because
that is where the real globalization should go forward and the
gains are greater in relative, but also politically.

And | was uneasy with the outcone of Doha, where all of
it was what we should do further, and industrialized countries
the sane things. And | was at Punta and | was in the U uguay
Round; there is a lot nore this time at Doha, on non-reciprocity
for devel opi ng a dependent differential. And these are

devel opi ng countries, like China and others in East Asia, that
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are far, far nore conpetitive than they were in the m d-eighties,
at Punta.

So all | amasking is, shouldn't there be nore of a
bal ance, so that the tough decisions that will do the nost for
gl obalization and gains in trade are in these energi ng narket
econonm es? And it has to be a bal anced approach, certainly, if
we are going to get that political consensus and under st andi ng
that we all need.

MR. LARSSON: For certain, there is nmuch nore to be
done in the developing world in terns of liberalizing markets.
At the sanme tinme, though, | think that given the trend in recent
years, it appears to nme that nost devel opi ng countries are
liberalizing, and they are tending to do it unilaterally. There
are many exanpl es of that around the world. And nost of the
devel opi ng countries today have, in effect, lower tariffs than
what they have negotiated in various GATT and WO f oruns.

On another note, | think that the interesting shift
that has occurred here in the past decade is that if you | ook
back at what was witten about gl obal economic integration in the
| ate sixties and early seventies, nost of the tones, the sort of
anti -globalization literature, was produced in devel opi ng
countries, Latin Anerica being a prom nent exanple of that.

Wer eas today, you don't find very much of that being produced in
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is where it is produced.

So, in sone sense, | feel that in the devel oping world
it is moving in the right direction. | amfearful that we are
not noving in the right direction here and in Europe,
particularly not in terns of wi nning public opinion.

MR. VASQUEZ: Yes, another question.

MR. PRESTONTZ: | am Cyde Prestowitz, of the Econom c
Strategy Institute.

Adrian, you referred to the first gol den age of
gl obal i zati on, which, you rightly pointed out, was in many
respects nore global than we have today. Yet it fell apart.

What did they mss? Was it that G adstone and the ot her guys who
wer e maki ng the six-hour speeches actually didn't explain it well
enough, or was there sonething there that they didn't understand?
And if there was, is that same thing there today and we're not
handling it?

| guess | amtrying to get at, is this just a matter of
expl ai ni ng gl obalization better, or is there sonething about
gl obali zation that the explainers, both then and now, are maybe
not fully graspi ng?

MR. WOOLDRIGE: | think it would be hard to think of a

nmore difficult question to answer. | think if | could answer
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that question really successfully, | should be given at |east a
chair in history at Harvard.

Sone of the foundations of that gol den age of free
trade were obviously problematic, not |east the fact that Britain
had a large inperial presence in India and el sewhere. The fact
that in encountering and in trying to trade with poor, |ess
devel oped countries, we were sort of sucked in to actually
becom ng adm ni strators of those countries, that inevitably
created a great deal of resentnent.

| think also, in the problemof Germany, there was a
huge problemthere -- sinply that Germany, at the center of
Europe, felt encircled, it felt threatened, it felt envious of
Britain's extraordi nary econom c power, and it sought to change
t he bal ance of power in the world, eventually by mlitary neans.
So there is a question of the balance of power in the world. And
there is a question about how you go on mai ntaining your
hegenony.

So | think Anerica hasn't been tenpted to have a formma
enpire. What is going to happen in Afghanistan, |I'mnot sure.
But | think Anerica is very, very, historically, and because of
t he circunstances in which the nation was born, is very reluctant
to accept that sort of responsibility. And although it m ght
| ook tenpting in the short term | think they are right to be

worried about that and resistant to that. And | think they need
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to be cautious about formal involvenent. Because, in the |ong
term it breeds either dependency or resentnent, or, quite often,
a mxture of the two of them So, enpire, | think, should be
out.

The second thing is it is a gane really of giving
enough room for countries to grow econom cally and, to sone
extent, mlitarily. And | think if there was any conpari son here
between -- there is no Germany at the nonent -- but the potenti al
area in which I think there is a real potential tension in the
longer termis with China. And | think that will have to be
pl ayed out. It depends to sone extent on the nature of the
regime in China and the way that it devel ops. But we need to
remenber that the ruling class in Germany at that tinme was not
particularly pro-free trade. It was pro-protectionism It was
pro-state intervention in all sorts of ways. There was a nuch
cl oser relationship between Germany's | eadi ng conpani es and the
state than was the orthodoxy in Britain.

And | think, if one |ooks at the trajectory, at |east,
of China, it is noving nuch nore towards a free market nodel than
to the sort of Prussian nodel in Germany. But | do think,

t hough, that there is a serious worry with how to accommodate the
| egitimate denmands of nations which are becom ng nore
econom cally powerful and therefore nore mlitarily assertive.

Britain, | amnot sure we could have handled it better, but
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Britain didn't handle it well in 1914. And | think that is going
to be the test of America in the future.

| amsorry it's not a good answer, but it is an
i ncredi bly demandi ng questi on.

MR, VASQUEZ: Yes, right here.

QUESTION: It seens that to sone extent barriers have
fallen between individual countries but they have increased
bet ween tradi ng blocs. For instance, the European Comrmunity and
their ability to shut out products, for instance, from African
i ndi vidual countries, it is getting greater. How do you see this
pl ayi ng out with your concerns?

MR. LARSSON. Well, if it is true, it would be a great
concern. But | amnot entirely convinced that that is in fact
happening and that it is becom ng harder for these countries to
export. Perhaps Adrian has sonething to add.

MR. WOOLDRI GE: One of ny biggest worries about the
world is the division of the world into regional trading blocs.
And | think there are two inpulses really at work in Europe. On
the one hand, there is a genuine desire to |iberalize trade and
to have the advantages of bigger markets. But on the other hand,
the other inpulse, which | as a British person and associ ate
naturally with the French, is the desire to sort of build a
fortress which is big enough to capture all the advantages of

free trade but which will, neverthel ess, have barriers agai nst
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the evils of American culture and Anmerican free market capitalism
and the free flow of noney, particularly hot noney, around the
world. And | think that is a real debate within the European

Uni on.

| think the real fear is that they mght half be right,
that they can actually, as a large trading zone, get many of the
advant ages of free trade and also build up barriers around
t henmsel ves. And for the world in general, but particularly for
t he devel oping world, | think that would be a huge probl em

MR. VASQUEZ: Yes, right here.

MR. PINZON: My nane is Victor Pinzon, of the Anmericas
Foundat i on.

The issue of globalization and governnment institution
reformand the people's in the energing markets, which is about 5
billion, conpared to a billion people in the devel oped countries,
continues to be, in places in Latin America, wth governnents
that don't have the interest apparent to address those issues of
i nstitutional/governnental change. Consequently, nost of the
peopl e, 60 percent or nore of the population in the countries of
Latin Anerica, continue to be underachieving and
under - productive. W see the case of Argentina and Col onbi a, and
even Brazil, where there is no reformand no interest in trying
to enpower educationally, economcally and also politically, so

that they could enter into that globalization of nmarkets so that
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t hey woul d produce nore effectively, incones will grow, and they
will be able to have disposable incone to buy, to really play a
conpetitive gane in globalization

Wbul d you give your opinion as to how this process of
governnment reformcould start proceeding and if it is inportant
to you?

MR. LARSSON: One of the inportant drivers of such
change | think is, in a sense, the opportunity costs. How nmuch
are you | osing and how much benefit are you forsaking from
integration with the gl obal econony if you do not build these
political institutions which establish the rule of |aw and
private property rights and all these things? And what is
happening | think in the past 30 or so years is that it has
beconme clear for many countries in the devel oping world, with the
reduction of transportation costs and with barriers to trade
com ng down, that the cost of not putting those institutions in
pl ace is increasing. So, in that sense, the incentive for
creating those type of institutions can be pronoted by
i beralization in other countries. So that is what | think we
have seen in many countries, and we will continue to see it.

O course, it is a very difficult problem and it takes
along tine to build institutions. You don't just put themin
place. So it will be trial and error. But | think quite many

countries also in Latin America are also noving in that direction
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driving change in that direction.

MR. VASQUEZ: Yes, in the back.

QUESTI ON:  Maybe if both authors can comment on what
|'"ve noticed is sort of a paradox around the world. Wy is it
that U . S. foreign investnent seens to create so nmuch anger around
the world -- McDonald's and Coca-Col a? The French are al ways
protesting the McDonal d's stores, and yet, when you | ook at the
statistics, and traveling around abroad nyself, you notice that
Eur opean and Japanese nultinationals are every bit as nuch
penetrating into foreign markets. Toyota cars are everywhere and
the Nestle Corporation is everywhere as well. Wy is it that the
Ameri can conpanies seemto create the anger and not the European
conpani es?

MR. LARSSON: First of all, the fact that they are
expandi ng so rmuch abroad is not because people are angry at them
but because they get consuners there and they're hugely
successful in attracting consunmers. So, of course, there is sone
anger. But | don't think that that can explain their trenendous
success.

Now, | can only really speak froma Swedi sh
perspective, or that is the one | amnost famliar with. And one
of the interesting differences there is that Swedish industry is

generally not so nmuch a consuner-driven industry. There are a
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few exceptions, but a |ot of Swedish industry is sort of |ow
profile, selling high-tech products to other conpanies. So the
problem if one could state it that way, with American
corporations is that they are consuner conpanies and they are
very much in the face of people everywhere. Wereas the Swedi sh
industrial tradition, for exanple, has not created that type of
conpany.

So, in a sense, the short answer then would be that it
i's because of the pattern of U. S. industrialization and the
creation of particular types of U S. industries.

MR. WOOLDRIGE: | think the fact that those conpanies
are there is driven by the fact that there is consuner denand.
The resentnent is not so strong that people don't buy the goods.
| think nost of the resentnent really does cone fromthe cul tural
elites, particularly in Europe. And that is driven really by two
things. First of all is the resentnment about Anerica being on
top of the world, whereas we really know that in the natura
order of things Europe should be on top of the world.

(Laughter.)

MR. WOOLDRI GE: And there is a m xture of anger that
America is in that sort of position. Also, there is a sort of
sel f -1 oat hi ng about Europeans, that they have not played the gane
quite as successfully as the United States has. So a |ot of

European cultural elites are really filled wth resentnment, and
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about their relative status and weight in the world.

The second thing | think fromthe cultural elites is
about a loss of power internally. Wat Anerica represents to
themis really the | ower classes, the | ower orders, the popular
tastes. | think if you see the excellent filmat the nonent,
"CGosford Park," you see the Anerican who cones into it is
represented very much as the force of denocracy, as the force
that is going to destroy the highly stratified world and is going
to bring liberation to the servants through their popul ar
culture. So | think it is both resentnent at power and al so
resentnment at the vulgarity and presunptions of the European
| ower cl asses.

MR VASQUEZ: Yes.

MR. CASSAM M nane is Mhanmed Cassam |'min the
devel opnment busi ness.

One of the problens of denocracy is the fact that you
have now a permanent wel fare class, called the agricultural
sector. And this seens to be a pernicious devel opnment in every
mature, and even not so mature, denocracy. But the fact is that
a coupl e of senators can have a |l ot of clout, and the subsidies
flow In the US., | think the subsidies are -- well,

officially -- the Departnent of Agriculture is $16 billion a
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year. But by the tine you add up all the other goodies and the
recl amation, you know what, it's about $30 billi on.

This creates surplus production. It creates inequities
within the donestic situation. Ewg.org will tell you who the
recipients are, especially in the President's county. It has of
course trenendous inpact on the rest of the world as stuff is
dunped. \Where do you see agriculture protection and
gl obal i zati on departi ng conmpany?

MR, LARSSON: It is certainly the big challenge, or one
of the very big chall enges, ahead here. Wat | would pin a bit
of hope on is the fact that in spite of these huge subsidies,
even in Europe, you have had massive structural change. The
nunber of people who are enployed in agriculture has dropped
dramatically over the past 40 years. So | would hope that the
political logic would start to reverse itself and that the
political clout of the senators woul d becone slightly reduced in
time as this structural change is allowed to go on.

And then of course there is the real opportunity | see
here now -- and this also goes to an earlier question -- is that
there is a growing awareness of this. And | think, also anong
the anti-gl obalization crowd, there are people who are very nuch
angry about this state of affairs. So perhaps one could get sort

of a political current working against that. Nothing is certain,
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her e.

MR WOOLDRIGE: | think it is obviously a huge problem
And it is no coincidence that the agricultural interests, al nost
uniformy around the world, are hugely over-represented
politically. And I wonder how nmany of the States that voted for
CGeorge Bush here are actually agricultural States. And indeed,
he spends sone of his tinme at |east as a rancher, so it is a
synbolic problem

And | feel this particularly in Britain, because we
spent nmuch of our time in the 19th century actually sol ving our
agricultural problens -- repealing the Corn Laws and having a
productive, self-sufficient agricultural sector. And now,
because of the EEC, things are going into reverse. So we are
having to fight 19th century battles over again.

| particularly think that the problemof agriculture is
going to be huge, and not just because of the power of
agricul tural |obbyists, but al so because of the power of the
anti -technol ogy, anti-globalization |obbies, because of the huge
prom se of biotechnol ogy and GM nodified foods. And | think that
that could really revolutionize the productivity of the
agricultural sector throughout the world, particularly in the

devel oping world. And we are going to see a |lot of resistance to
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that sort of thing fromvested interests and also fromcertain
COonsuner groups.

But | think, in the end, one needs to try and separate
support for the countryside, which can be w dely regarded
properly as a public good, from support for particular | obbying
groups, particularly farners, and also to try and end this crazy
situation in which we are actually subsidizing the nmass
production of low-quality food, which is a huge problem Many of
t he bi ggest problens in Europe over the |last few years have been
about BSE and various infected foods which conme precisely because
we are subsidizing and encouragi ng people to overproduce bad
food. So it is a gigantic ness and it is sonmething that we have
to work out.

| saw the European Agriculture Mnister nmaking a speech
about this very subject a couple of years ago. And all | can say
is | don't expect the solution to come fromhim

(Laughter.)

MR. VASQUEZ: Yes, a question here.

QUESTION:  Most, | would think, of those against
gl obali zation think of thenselves as advocating on behalf of the
poor and the people in the devel oping countries, however
erroneously they may do so. And yet a few of the NGO s in that

mlieu have recogni zed the need for lower tariffs for the

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



42

products of | east devel oped countries. And I amthinking of
Oxfamin particular and Wrld Vision and a few ot hers perhaps.

And | have heard it raised, but not quite as the cause
perhaps it should be -- but it nmakes a nice slogan -- zero
tariffs for LDC s; zero tariffs, that is, for the | east devel oped
countries. Because the anti-globalization cause sees itself as a
cause and it is not notivated the sane way that people at many
semnars are -- they need that kind of noral foundation behind
them-- is that sonething that has potential to (a) educate
people nore to the actual benefits of globalization and (b) of
course, actually acconplish greater liberalization?

MR. LARSSON. | think it is possible. One of the
purposes of witing this book is to try to channel the energy and
t he passion that has to date been sort of directed agai nst
gl obalization and try to channel it into these nore productive
directions. | think that you do what you can do when you can do
it. O course, there are a |lot of other things that also need to
be fixed and there is a certain asymretry in the current debate.
But the very success of these organizations in highlighting the
problens wth the inbal ances in the gl obal econony can be
channel ed, exactly as you say, in the direction of further
i beralization.

MR. WOOLDRIGE: | agree entirely. | think we have to

be very careful, and we haven't been as careful as we shoul d have
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been today, about branding all people who have worries or
concerns about gl obalization with the same brush, and saying that
they are all basically nenbers of the Taliban. It is not the
case. And | think World Vision is a very good exanple of people
who are worried and concerned about inequality, concerned about
sonme of the inequities which they see as being associated with

gl obal i zation, but think that a better solution is nore

gl obali zation nore sensitively applied.

| al so think when the anti-globalization people say
that there is sonmething worrying about the WIO and that there is
too nuch | everage given to corporate interests, | think they are
absolutely right. | think it is concerning that you have bunches
of conpanies acting in their own interest and trying to get trade
deal s done in order to pronote their concerns. | don't think
that the anti-globalization people are right about the best
solution. | think the best solution is to have as sinple and
free a system as possible. Because the best way to deal with the
power of powerful multinational conpanies is to have nore
conpetition and nore free trade.

But | think certainly the notion that nultinational
conpani es do not conspire together and do not have their own
interests at heart and wouldn't try and turn the systeminto
sonet hing that benefited them and kept conpetitors out woul d be

incredibly naive. O course they do. And we need to guard
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agai nst giving themtoo nmuch say in this process. Not that
putting a bunch of NGO s in the same room woul d nmake that a
better thing. | think as few rules as possible and as open a
system of trading as possible is the best way of dealing with
t hat .

MR. VASQUEZ: W have tine for a couple nore questions.
W will take one in the back.

MR. MLIKAN. Al MIlikan, Washi ngton | ndependent
Witers.

| was interested in how you woul d conpare the
anti - gl obalization forces in the United States and those in
Europe and those in the rest of the world. | amparticularly
interested in how do you see Europeans view ng the
anti -gl obalization forces in the United States?

MR. LARSSON: | think there is a huge variety of groups
and a huge variety of perspectives on this. Certainly in Europe
sonme have been greatly inspired by the witings of many Americans
who have witten against globalization, so there is a certain
attraction there. But then, when | | ook within Europe, | also
see huge differences in how the anti-gl obalizati on nessage is
tailored to different audiences.

One prom nent exanple is this new organization called
ATTAC, which originated in France and is advocating for the

so-call ed Tobin tax on global financial transactions. And there
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you can see how, as that has spread across the continent, it has
actually been tailored so as to suit the sentinents in different
countries.

In Sweden, for exanple, that neans that certain parts
of the original nmessage have been deleted -- for exanple, support
for the common agricultural policy and things like that. So they
are usually created in localizing the nessage.

MR. VASQUEZ: One nore question here in the front.

MR. HERSHEY: | am Bob Hershey. | am a consulting
engi neer.

To what extent are consumers getting behind the
gl obalization effort to secure | ower prices and nore variety and
opposi ng these anti - shoppi ng pi eces of |egislation?

MR. LARSSON: | honestly don't know to what extent the
organi zed consumner organizations are doing that. | don't know,
but it certainly seens to ne that consuners are voting with their
noney.

MR. VASQUEZ: | want to thank our author today, and
al so Adrian Wol drige for com ng and providing his thoughts on
the new Cato book. It is available right outside the auditorium
at a reduced price. And | would like to thank you as well for
j ol ni ng us.

Pl ease hel p me thank both of our speakers.

(Appl ause.)
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MR. VASQUEZ: Please join us for a luncheon upstairs in
our W ntergarden.

(Wher eupon, the Cato Institute Book Forum concl uded.)
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