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s " the G-<20 nations gath-

enhance cooperation to téstore global
- growth. In addition to add.tessxng the

problems of the financial sectot, they

comrmitted - themselves:.to -keeping an

Open. global systern THey promised fore- .

frain-from raising new birriers to invest-

ment: of trade, to dveid export restric-

tions or pro]‘ublted measures to stimulate
. exports,
Three months later these promlses are

looking frayed. The United States’ -
US$800 billion {(S$1.2 trillion)} stimulus

Bill contains a “Buy American” provision;
This insertion in the massive package re-
quires preferential use of American-pro-
duced steel products in building con-
tracts and US-made uniforms for the De-
partthent of Homeland Security, provid-
ed doing so does not conflict with interna-~
.tional trade agreements. )

" This is by no means the only example
of rising economic nationalism. Indenesia
just asked all its civil servants to buy only
locally-made prodilcts whenever possi-
ble, including shoes and clothing. Loan
and subsidy programmes announced as
part of stimulus packages in France, Ger-
many, Spain and Sweden contain provi-

- HILE the €COnOIRic’ cnsm.,'
f . was gathering steam last
“gilitumn," the leaders of .

efed in Washmgton for -
an’ emergency meefmg They pledgéd to

sions to spend the money on domestxcal-

.- ly~produced goods,: partmula.tly cars.
The “buylocal” impulse is not the only’
- evidence of rising protectionism, Ru551a

has dramatically raised tariff rates for im-

.|~ ported uséd automobiles. This will ake -
. cars manufacturéd in’ Russia miich more
. compehtlve ‘though if has set: off & back- '
lash in the Far East. =
These pressures for, protectmmsm w1ll SRR
only grow, the longer the economic dowh~
turh contifives, The problem is that every . |
Jeader facés similar’ domestic pressure; AS

the global €conorhy. contracts, mullions of

workers will be without ]obs orwill wotk
~reduced hotirs. . Even corisumers and comi-
" paniés-that have.money to spend:or ae-—

cess to credit have sfopped or slowed

will face enormous pressure. Every leader

. will be urged to save jobs at home, espe-

c1a11y those associateéd with goods and

services for domestic consumption or for

export, They will be urged to raise barri-
ers to. cheaper imports or provide subsi-
dies to stimiulate exports ‘Citizens are en-
couraged to purchase 1ore of “our” prod-
ticts and services. And these items should
be produced only with “our” workers.

- And there will be pressure to undervalue

currencies to make exports chéaper. -

Leave aside for the moment the ques-

tion of whether these strategies work to
save domestic jobs. It is clear that, if the
leadership in evety country surrenders to

these pressures, the net result will be 4.

world with less trade, lower remittances,

and distocated rmgrant workers returning

home.
The rapid end to open trade is-precise-

ly what happened in the Great Depression

T 24

‘their spending, This will éause further,_ Sn :
: contractmns, exacerbating, thie crisis. .- .
In this environment, political leaders

gates to protectionism’ were -
opened, the world quickly respond- .

ed with increasingly higher levels of barri-

efs to trade. The higher the barners be-
came, the worse the global econemiy be-
came. 5 B o
Deing the “right thing” for the global
economy is not easy. The leaders of every
state face similar pressures, But individu-
ally, rational actions will result.in the

worst possible result for the world. The -

_ dynamics are similar to a run on a bank.

times of crigis, but doing so will make it
more likely for the bank to fail,

.. Leaders recognised this problem when
they agreed to create the General Agree-

ment on Tariffs and Trade {Gatt), the
predecessor to the World Trade Organisa-
tion (WTQ), in 1947, Signatory countries

agreed to bind their hands by making it"

'Domg the ‘right thing’ for the

global economy is not easy. The

leaders of every state face similar pressures. But individually,
rational actzons will result in the worst posszble result for the

world.

o may make‘ :
" serise “for you to"
tace to get your money out of a bank in-

. difficult to unﬂateraliy raise barriers to
©_ trade. For, more than 60 years, the Sy&~

tem has largely worked.
Unt11 now. Facing the worst global eco-
nomie crisis. in. the Gatt/WTOQ period,
leaders are showing their willing-
ness to protect their o%mn econo-
mies, They are less likely to use
tariffs this time around. But
they will find creative ways
to use subsidies, regula-
.tiens or investment rules
to favour logal firms.
The domestic pres-
' sures are intense and
" rising, Yet it is pre-
cisgly in these peri-
“ods of economic
downturn that the
global economy is
most vulnerable to -
* individual state de- -
cisions. Asia will
be “particularly
hard hit by protec-
tionism, as it will
close off the very
export markets that
. will drive domestic
economic growth,
Many argue that .
@ clesed markets are not -
" a problem, as domestic
demand will be suffi-
cient. Stifnulating local de-
mand soutds goed. But no
‘country can meet all its
' trades related demands for
: goods and services alone. No one
- wants to be living in a Nerth Korea
_ withiouk links to the putside woild. | -
:In Singapore’s case, the domestic mars

ket'is §imply too small to make tp for the

loss of overseas orders. Export-oriented
states like Japan'or- Chiha will not-be able
to. quickly rebalange and retodl to pro-
duce only enough for domestic consump-

ton, Large mmbers of firms and facto-

ries formerly producing products for ex-
port will simply go out of existence,

No collective action seems imminent
from the WTOQ, where the current negotia-
tions have been stuck for more than sev-
en years. Cooperative action in the Group
of 20 lasted less than 90 days. The G-7
just issued another stirring call for open:
markets. Apec senior officials echoed the
sentiment,

For the sake of people; everywhere, it

would be better if these calls were heed-

ed. The alternative could be as bleak as
the 1930s. :
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