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1 Why 2005 is an important year for
global policy-making

The recent flood disaster in Asia reminded us
once again: We live in One World. And further:
When it really matters, the citizens and nations
of this One World are prepared to support one
another. This willingness to join forces in the
face of challenges of global import should and

must not be limited to emergencies and disasters.

There is urgent need for action in other global
policy fields as well.

This year's global agenda is dominated by two
issues: United Nations reform and the ongoing
world trade round. Following a short breather in
the past year, two major world conferences on
these topics top the calendar of world politics.
Both conferences should — despite a certain
measure of conference fatigue — be seen as an
important opportunity. What are the issues in-
volved?

The "Millennium +5 Summit" scheduled for
New York in September 2005 will provide an
opportunity to guide the UN out of the crisis into
which it was plunged by the events leading up
to the Irag war in late 2002. The idea is to take
advantage of the favorable moment offered by
the world organization's 60" birthday. There is
far more at stake than a possible enlargement of
the Security Council. For the developing and
newly industrializing countries the essential
question is and remains: What is the most pro-
mising approach to effectively combating pover-
ty? The representatives of the international
community will be faced with questions over
what progress they have made in reducing po-
verty. The frame of reference is the Millennium
Development Goals adopted five years ago in
New York. A look at recent statistics indicates
that there is reason for concern. Some central
goals, like the objective of reducing by half the
proportion of people who suffer from hunger,
will not be reached by 2015, the target date
agreed on five years ago. The struggle to reduce
poverty urgently requires additional resources as
well as new approaches to utilizing them more
effectively. On the other hand, the group of de-
veloped countries — led by the US — can be ex-
pected to take the opportunity afforded by the
September meeting to underscore the impor-
tance of security issues. Their frame of reference
will be the report recently presented by the
High-level Panel on Threats, Challenges and
Change appointed by Secretary-General Kofi
Annan. In view of the parallels between the two
processes, some observers are predicting a deal,
perhaps on the following lines: "You give us
more resources for development and poverty
reduction — we give you cooperation in the fight

against international terrorism and proliferation
of weapons of mass destruction.”

The second milestone in the year 2005 is the 6"
World Trade Organization (WTO) ministerial con-
ference set to take place in December in Hong
Kong. Following the failure in Cancun, the con-
ference will now decide on the success or failure
of the "development round" under negotiation
since 2001. The ministerial will also be concer-
ned, though in the background, with poverty
issues. In the view of many developing and new-
ly industrializing countries, the objective of the
development round is a fair system of world tra-
de. Fairness, however, is not an objective value
but a question bound up with striking a balance
of interests. The major stumbling block on the
road toward achieving a just balance of interests
in the WTO is agricultural policy. The longer the
negotiations drag on at WTO headquarters in
Geneva, the more agricultural reform is turning
out to be a very difficult, though not insurmoun-
table, obstacle.

If both milestones are passed and the hoped-for
dynamics start to materialize, the year 2005
could also experience progress on other issues
that have recently been discussed under the
header "Shaping Globalization". This would
entail, among other things, efforts to further
develop the existing system of international so-
cial policy and the instruments of global envi-
ronmental policy.

In view of the touchy nature of these problems,
however, it would be important not to lose sight
of the broader goals and values that serve us as
beacons in the process of shaping globalization.

2 Competing “global models”

Globalization is not only about worldwide pro-
duct competition, it is also concerned with ideas,
goals, and values. Two basic currents can be
distinguished in the — in part open, in part hid-
den — competition for the better "global model".

The first is the Anglo-Saxon model of market-
driven globalization that has dominated the de-
bate since the 1990s. This model rests squarely
on the progressive internationalization of the
market. Its adherents largely reject any internati-
onal mechanisms designed to correct market
outcomes with a view to seeking a global social
balance, and generally tend to regard multilate-
ral organizations with a skeptical eye. One ex-
ception here are institutions that — like e.g. the
WTO - chiefly serve to eliminate market barriers.
However, what the market-driven model is inte-
rested in is less the free play of market forces
than plainly and simply the free play of forces.
And wherever this benefits the stronger — as is
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does in the world agricultural markets — the me-
chanisms of fair competition are simply set aside.

While the rival continental European model of
the social state is certainly also in favor of inter-
nationalization and market dynamics, it at the
same time underscores the need for social ba-
lance. An effective and active state is needed
precisely in the age of globalization, because it is
the state alone that is capable of effectively cor-
recting market outcomes. And here the welfare
state must — despite the continuing validity of
the principle of state sovereignty — gradually ex-
pand its activities to embrace the international
level, e.g. in the form of international social
standards.

3 For a European approach

Our commitment to a global political agenda
and international standards should not be allo-
wed to deflect our orientation from our own,
rightly understood self-interest. As Europeans,
one of our priority concerns must be the deve-
lopment of our national social systems. The rea-
son for this must be seen in the mounting pres-
sure exerted on European societies by growing
international competition. The key question for
our future is: How, in the age of globalization,
can we best transform the European-style social
state into a new social order?

The challenge facing the European social state is
whether it will prove able to reform its structures
from inside out. Germany, like the other EU
member countries, is in the midst of a series of
difficult, sometimes even painful, reform proces-
ses. Their aim is to give a sustainable shape to
Europe's economic and social systems alike.

However, there is a risk that the first successes
achieved with these reforms may, sooner or later,
find themselves undone. This is why it is neces-
sary to embed them in a supranational regulative
framework. One step toward a regulative fra-
mework based on shared values may be seen in
the Social Charter adopted in 1989 by the Euro-
pean Council. The most important provisions of
the Social Charter have since been enshrined in
the Charter of Fundamental Rights of the Euro-
pean Constitution, which is currently in the pro-
cess of ratification. But in the long term even
this will not be sufficient. The values on which
the European social-state model are based can
be permanently safeguarded only if they are an-
chored in a global regulative framework.

Our vision is thus "globalization of the social
market economy". This global project, European
in inspiration, brings us face to face with two
new challenges. First, we will have to develop
viable institutional and instrumental solutions
suited for such a global framework. Second, we
will have to find international partners for the
project. For without a world state or a world
parliament, the only possible way to design and
implement global reforms is to seek sufficiently
strong political support for them in the context
defined by the global competition between dif-
ferent values.

4 Step-by-step approach rather than a
big bang

Staying power is the key factor needed for the
political discussion over the best approaches to
shaping globalization. While the list of relevant
ideas and initiatives is a very long one — here we
need think only of the discussions over the past
10 years on the Tobin tax, an international insol-
vency procedure, or global public goods. The
"big breakthrough" may sometimes seem to be
as far off as ever. Yet it is easy to forget what
has already been achieved. The WTO's dispute
settlement mechanism, for instance, is an in-
strument that provides for more fairness and
transparency in international trade policy.
Another development at least equally impressive
is the creation of the International Criminal
Court, which, not so very long ago, would have
seemed fully inconceivable. Institutions and bo-
dies of rules serve to subject the strong to bin-
ding standards and thus to protect the weak.

Pessimists who criticize what has been achieved
as being "too little too late" are lacking in his-
torical experience. Sustainable social reforms —
and here we need to look only at the history of
the nation-state — have, with few exceptions,
invariably been the outcome of lengthy proc-
esses of political and social struggle. By contrast,
approaches focused on a "big bang" are just
about bound to end up in disappointment.

5 International social standards — the
right approach

The experience made thus far with international
social standards clearly indicates that it is both
possible and necessary to shape the course of
globalization. And it at the same time confirms
that success presupposes long-term efforts. Even
in the early phases of industrialization, when the
growth of interdependencies in the world eco-
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nomy exposed national economies to rising in-
ternational competition, the struggle for social
rights began to shift to the international level.
The best witness to this is the labor movement,
which was early to embark on a course of inter-
national solidarity. A further indication is the
International Labour Organization (ILO), which
was created as early as 1919 and whose princi-
pal task was and is to establish international so-
cial standards and norms.

The surge of globalization experienced in the
mid-1990s triggered a wave of new initiatives on
establishing worldwide social standards. These
included the ILO's core labor standards, which
were set out in the 1998 "Declaration on Fun-
damental Principles and Rights at Work" and
have since obligated member states to respect
and promote principles and rights in four cate-
gories, whether or not they have ratified the
relevant conventions. These core labor standards
are minimum standards. The aim is to secure for
workers the freedom of association and an ef-
fective recognition of the right to collective bar-
gaining; to ensure equal pay for equal work and
to eliminate discrimination in respect of
employment and occupation; and to eliminate
all forms of forced or compulsory labor and child
labor. The OECD's guidelines for multinational
corporations operating in OECD countries have a
thrust in the same direction. The framework
agreements that labor unions have concluded
with some individual multinational corporations
are, while more limited in their scope, at the
same time more specific and binding in nature.
The "Global Compact" initiated in 1999 by the
UN Secretary-General must also be mentioned in
this connection. Under the compact almost 2000
participants, most of them large corporations,
have committed themselves to cooperating in
the fields of human rights, labor relations, envi-
ronmental concerns, and in anti-corruption.

As impressive as this list of standards and codi-
ces may be, their coherence and legal validity
remains a sore spot. This point is demonstrated
not least by the list of countries, still far too long,
that disregard, or even openly flout, the rights of
labor unions. Unlike the agreements concluded
by the international financial institutions, i.e. the
World Bank and the IMF, on issues concerning
economic and financial policy, agreements on
social issues are all too often interpreted by go-
vernments and corporations as nonbinding ap-
peals or pledges.

We are for this reason still far removed from any
binding and watertight framework for an inter-
national social policy. All attempts to use trade
policy and the WTO as instruments to secure a
wider measure of legal validity for social and
labor standards have failed in the face of re-
sistance from the governments of developing
countries and newly industrializing countries.
These governments not only fear interference in
their sovereignty as far as issues are concerned
that they regard as politically sensitive. They also
suspect that here the industrialized countries are
using social concerns as a smokescreen to pur-
sue a protectionist agenda of their own. Even
though this suspicion is unjustified as far as Eu-
rope is concerned, it is not difficult to un-
derstand when looked at from the perspective of
the countries of the South. The main reason for
this almost reflex-like suspicion of protectionism
on the part of the developing world is the EU's
agricultural policy.

6 Reforming agricultural policy

Agricultural policy continues to be Europe's ma-
jor and oldest offense, and it serves only to wea-
ken the EU's claim to be engaging in a coherent
and credible global policy. While the reforms
that have been announced and adopted are
most welcome — we need to think here only of
the termination of the system of export subsidies
pledged by the EU in July 2004 in Geneva —
these reforms have to be implemented more
swiftly and resolutely. Only then will Europe be
able to shed, once and for all, its image of a
"fortress Europe" and assume the role of a
trustworthy broker in the task of giving a social
shape to the process of globalization.

The ongoing debate on reform of the EU sugar
market regime is an object lesson on how diffi-
cult this is in practice. The sugar market regime,
consisting of price guarantees, production quo-
tas, import tariffs, and export subsidies, serves to
protect European beet sugar, which is unable to
compete with cane sugar in international mar-
kets. Now that the WTQO's Dispute Settlement
Body has declared — in September 2004 — parts
of the system to be inconsistent with the inter-
national trade regime, the European sugar in-
dustry is offering vehement resistance to any
reform that would merit the name.

It is particularly annoying that we are rashly
risking our political credibility with sugar expor-
ters like Brazil. It is, for instance, certainly coun-
terproductive to seek to defend Europe's sugar
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regime with the argument that Brazil's sugar
industry is shot through with degrading social
practices. The best approach to address existing
social problems in Brazil would be to promote
the country's efforts toward rapid economic de-
velopment. Growth of Brazil's internationally
highly competitive sugar industry would certainly
be one way to achieve this goal, provided that
the distortions and restrictions in the world su-
gar market are eliminated.

There is also a more or less tactical argument
that can be advanced in favor of reaching out to
countries like Brazil, China, India, and South
Africa, leading members of the so-called G20
who are calling for an opening of the world
agricultural markets. In the global competition of
political ideas and concepts, it is precisely these
countries, with their marked economic dynamics
and the role they play as regional powers, that
are increasingly gaining in influence. Seen from
the European perspective, these countries are
important partners for the task of giving a pro-
gressive shape to globalization.

7 Getting the poorest countries on
board

But the focus of the process of shaping globali-
zation should not be concentrated on countries
that, thanks to their size or strategic importance,
are in a position to loudly and clearly articulate
their interests and that stand to benefit directly
from reforms, e.g. liberalization of agricultural
markets. Other countries that have experienced
globalization just about exclusively as marginali-
zation and exclusion — like most Sub-Saharan
African countries — also deserve our attention.

The supply-side constraints facing the worlds
poorest countries are so severe that, taken by
themselves, market access and liberalization will
do little to improve their situation. What these
countries need more than the possibility to ex-
port their goods is a set of framework conditions
favorable to producing them. It must be recog-
nized here that many of the poorest countries
have, despite adverse conditions, launched do-
mestic reforms of their own. The concern now is
to provide these processes the support and
backing they need. In view of the fact that for
years the world's poorest countries have not had
access to the international capital markets as a
resource pool, and that, when all is said and
done, they are in fact being drained of resources,
it is essential to find new approaches to mobili-
zing additional funds for them. We can only ho-

pe that the next meeting of the G8 heads of
government and state, which is set to address
the issue, will finally get beyond declarations of
political intent.

8 The path to a “Global Deal”

Shaping the course of globalization is a long-
term task. As Europeans, we are for a global
regulative framework that focuses on achieving
social justice and safeguarding peace and securi-
ty. If Europe is to play the role of the honest
broker, it will have to work for a policy vis-a-vis
its international partners that is at once coherent
and reliable. While further reform of Europe's
agricultural policy is certainly a difficult task, it
will, in the end, not prove to be an insurmoun-
table obstacle to a policy of the kind outlined
above.

We must, however, remain mindful of the fact
that, despite the talk of a "European sickness",
the European social model continues to be high-
ly attractive. This is clearly indicated not only by
the process of European enlargement but also
by the way in which economically successful
countries — including e.g. the East Asian "Tigers"
— have been observing and in part adapting
Europe's experiences in this field. Our concern is
of course not simply to impose our social system
on other countries. What we are aiming for is an
international order that will permit nation-states
to provide for social balance, and to do so the
way they think right and necessary. This is a goal
worth promoting — at home, in Europe, and be-
yond.
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