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A note from the Editor

This issue of the Journal deals primarily with the challenges of globalization.
The first paper argues that one of the central pillars of globalization, that is, free trade,
provides the rationale for trade liberalization only in the realm of theory.  In the real
world, regional, plurilateral and bilateral trade deals are much more in evidence even
though they represent a second-best alternative to multilateral trade liberalization.  This
is for the reason that political economy considerations tend to intervene in attempts at
trade liberalization so that the world is full of economic cooperation agreements in
specific geographical areas such as the ASEAN Free Trade Area (AFTA), the European
Union (EU), the North American Free Trade Area (NAFTA), the South Asian Association
for Regional Cooperation (SAARC).  Will there be a day when all these different
trading arrangements become one?  The author does not offer an answer but does say
that the benefits of these geographically bound agreements will only really come if their
modus operandi is consistent with the rules of WTO.

The second paper discusses the future of industrialization in Malaysia under
WTO.  As is well known Malaysia has been one of the more prominent beneficiaries of
FDI-driven industrialization in the 1980s and 1990s with the manufacturing sector expanding
from 14 to 36 per cent of GDP between 1970 and 1997 and in the process eclipsing the
contribution of Malaysia’s traditional primary sector in both GDP and exports.  But, as
the author explains, Malaysia has followed a dual-track approach, following a liberal
regime for exports while protecting its import-substituting sectors.  Under its WTO
commitments such differential treatment involving protection for specific sectors will
not be possible and as Malaysia moves to a more level playing field it will find competition
intensifying in the hitherto protected sectors.  Both the Government and the private
sector will thus need to find ways of coping with this competition, protecting manufacturing
employment and maintaining the high standards of living that Malaysia has achieved
over the years.

The third paper examines the question of what will happen when the Multifibre
Arrangement (MFA) quotas in textiles and clothing trade are phased out by the developed
countries on 1 January 2005 and the WTO Agreement on Textiles and Clothing finally
comes into force.  The popular view is that China will benefit hugely but the authors
contend that such views are unrealistic.  They cite the fact that China has been saddled
with more onerous conditions by its WTO trading partners, such as the United States of
America, than those contained in the WTO principles, specifically the Agreement on
Safeguards and its forerunner, GATT Article XIX.  As a result, it would be easier to
take action to curtail Chinese exports of textiles and clothing if the situation so demanded
than to curtail such exports from other sources.  In other words, in the eyes of the
authors, trade remains subject to political considerations, with the concept of “material
injury to a domestic industry” likely to be invoked more readily than might be otherwise
justified if the injuring party was a strategic rival.  Will the WTO Dispute Settlement
Mechanism be able to cope with such difficulties?  Only time will tell.
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The fourth paper deals with intellectual property rights and how these might
be protected better as globalization increases cross-border trade in both goods and
services.  The author explains that, seen from the perspective of ASEAN, most intellectual
property rights, such as patents and copyrights, are poorly protected owing to the complexity
and high transaction costs of registering patents in any of the ASEAN member States,
with SMEs at a particular disadvantage.  As this lack of protection almost certainly
deters technological innovation at the enterprise level, the author argues that there is
a strong case for more research into the nature of technological progress and how best
to adapt patent and copyright law and practices so that the two are better aligned.  It is
a tall order, but ASEAN Governments might be well advised to take due notice.

The fifth paper takes up the issue of financial integration in the Pacific.
Given the small size of the economies in the Pacific, it is clear that integration needs to
go beyond traditional structures, such as trade, and be promoted in all its various forms
if the people of the Pacific are to emerge from dependency.  The author presents the
case for a single currency for the Pacific island countries and outlines how it could be
achieved.  Operating a single currency, whether one that is entirely new or one that
involves merely the use of an external numeraire, for example the Australian dollar,
would require a significant degree of monetary and fiscal discipline but would also
generate benefits in terms of the elimination of transaction costs.  The sharing of seignorage
revenues would not be easy but it seems on the face of it that a single currency would,
on balance, be of benefit provided that the politics of running it could be resolved.

Finally, in the study on meeting the challenges of globalization by strengthening
regional cooperation, the theme topic for the sixtieth session of the Commission held in
Shanghai, China, in April 2004, the evidence is weighed as to whether regional cooperation
is the middle path or the second-best approach for responding to globalization.  The
study postulates that the two processes, globalization and regional cooperation, have
become intertwined so that the two should not be considered as alternatives but rather as
overlapping layers or phases.  In fact, regional cooperation might be better construed as
a necessary first step towards building a consensus on a multilateral framework.  Regional
institutions and regional governance are likely to command greater acceptability at the
national level, as a first step, than, say, global institutions and global governance.  The
difficulty in reaching consensus on the Doha Development Agenda is a case in point.
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