Scusa 59 theme: 
“Uncertain future: freedom, security, and responsibility”

GLOBAL ECONOMIC AND TRADE ISSUES

A strong world economy enhances our national security by advancing prosperity and freedom in the rest of the world. Economic growth supported by free trade and free markets creates new jobs and higher incomes.  It allows people to lift their lives out of poverty, spurs economic and legal reform, and the fight against corruption, and it reinforces the habits of liberty.











2002 National Security Strategy 


As student delegates prepare for SCUSA 59, government officials around the world struggle to develop economic and trade policies in the post-September 11th era.  In the past decade, economic forces—such as technological growth; outsourcing, especially the off-shoring component; and the emergence of regional trade agreements and proposals and regional blocks such as  the EU, NAFTA, CAFTA, ASEAN, FTAA, G-20—have been pushing countries toward greater levels of economic integration.  Yet, at the same time, countervailing forces are also arising, as we see greater restrictions on international migration and private capital flows in the fight against global terrorism. Increasingly, security plays a major factor in every policy decision, both domestic and global, and our security decisions have significant economic impacts.


As the United States seeks to assess the goals and consequences of American action at home and abroad, how can it promote its own agenda without appearing to strong arm other nations?  Ending protection for declining industries would free up resources for growth sectors and should improve relations with developing countries. Ending subsidies to sectors in which we are highly efficient, such as agriculture, may also improve U.S. policy credibility and raise the incentives for developing countries to undertake needed market reforms. Yet, Americans are still suspicious of free trade and unwilling to allow certain jobs to leave the United States—often claiming it is a security issue to produce these products and services domestically even though economic evidence is typically to the contrary.  For example, one of the arguments cited in opposition to allowing Mexican truckers into the US market despite being required by NAFTA was national security.  How does the elimination of protections and subsidies actually help in furthering our interests?

President George W. Bush at the UN General Assembly in September 2005 said, “…the United States is ready to eliminate all tariffs, subsidies and other barriers to the free flow of goods and services as other nations do the same.”
  However, numerous countries throughout the world consistently question U.S. motives in the Bretton Woods institutions and the global economic system in general.  The collapsing Doha Round talks illustrate the many difficulties and challenges facing global trade, especially since President Bush’s fast track powers were not renewed.  Are these institutions impartial, or are they merely puppets of powerful economic actors or politically aligned voting blocs?  Are the existing institutions such as the World Trade Organization (WTO), International Monetary Fund (IMF), and the World Bank still the best means to promote American interests?  Could regional and bilateral trade agreements meet the country’s economic goals more efficiently?  If so, can the United States afford to distance itself from these multilateral forums at a time when the United States already faces criticism for its bilateral approach to foreign policy during President Bush’s first term?  Will the US Congress even allow bilateral trade deals to pass, such as the recently signed Republic of Korea Free Trade Agreement?

Despite the fact that trade and jobs dominate the national political dialogue, weekly turnover in the world’s foreign exchange markets exceeds that of the annual global trade in goods and services.  Global financial crises periodically threaten the economic well-being of developing and developed countries, with tangible consequences for the United States. What is the role of the world’s multilateral institutions in managing these risks in the system?  For example, many nations feel that the IMF’s preconditions of specific institutional and policy reforms prior to lending funds are overly restrictive and entirely political in nature.  Heavily managed exchange rates have also come under fire as “unfair,” with the prime example being China. Should international institutions or the United States itself put pressure on these countries to allow their currencies to freely float?  What are the costs to the United States of not responding to the risks of global imbalances created by the informal Bretton Woods II regime?      
Additionally, the uni-polar nature of the post-Cold War era has created its own set of unique challenges and unfolding case studies of how market reforms drives politics and security.  Has the economic liberalization of the former Soviet Union and Latin America countries resulted in growth and positive political reforms that enhance the security of the United States?  Have market reforms swelled the ranks of the middle class and strengthened its role as the bearer of liberal democratic values? What lessons have been learned from the pace of reforms?  What role should the US take in dealing with the challenge of Hugo Chavez-like leaders who have rolled back market reforms in the developing world?

While poverty may not cause terrorism, many argue that poverty demoralizes ambition, stifles aspiration, and creates a breeding ground for anti-western sentiment.  Does the free movement of goods and capital actually improve economic welfare as economists argue or is it an impoverishing force around the globe?  Why does the distribution of the gains from trade become central to the political economy of trade and development?  Will globalization lead to economic interdependence and democratization? How should the United States and other wealthy countries treat the losers of globalization, whether they are entire countries or socio-economic groups within countries?  Should the United States strengthen its own social safety nets and job training, particularly through programs like Trade Adjustment Assistance (TAA), which was established in 1962 and expanded in 1993 and 2002 to cushion the negative economic impact of the liberalization of trade?  Are other measures different than TAA necessary to weaken the political backlash in the U.S. against globalization?

These are the types of challenges, concerns and opportunities that delegates to SCUSA 59 will address on the Global Economics and Trade roundtable.  
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