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BACKGROUND GUIDE
ECONOMIC AND SOCIAL COUNCIL (ECOSOC)
DESCRIPTION OF THE COMMITTEE
The Economic and Social Council (ECOSOC) oversees the economic and social work undertaken within the UN system. Member countries debate economic and social issues, and many different UN organizations that address these issues report to ECOSOC. 
Unlike the General Assembly, which includes all 192 member states, ECOSOC has only 54 members. Member states are elected by the General Assembly, and are selected to represent each region of the world. They serve three-year terms. Members create and vote on resolutions to address global concerns; each resolution requires a simple majority to pass.
TOPIC: TRADE LIBERALIZATION AND THE ECONOMY
INTRODUCTION
Free trade is an intricate global phenomenon; it touches upon other important national and international topics, including employment, poverty alleviation, wage inequality, economic growth, globalization, hazards such as smuggling, environmental degradation and the divide between the developed and the developing worlds.
Free trade refers to the unhindered flow of goods and services between and within countries. Trade liberalization entails reduction to the various trade barriers to facilitate relatively unrestricted trade transactions. These trade barriers include government imposed tariffs, quotas and other measures of protectionism. However, different countries possess different outlooks towards opening their domestic markets to foreign competition. 
The resulting integration of the world economy has raised living standards around the world. Most developing countries have benefited; in some, incomes have risen dramatically. The developing countries have now acquired an important position in world trade —they now account for one-third of world trade, up from about a quarter in the early 1970s. Many developing countries have substantially increased their exports of manufactures and services relative to traditional commodity exports: manufactures have risen to 80 percent of developing country exports. Moreover, trade between developing countries has grown rapidly, with 40 percent of their exports now going to other developing countries.
But the progress has been uneven. While countries in Asia such as India, China, Singapore etc have benefited greatly, progress has been less rapid for many other countries, particularly in Africa and the Middle East. Countries that are in the initial stages of development have seen their share of world trade decline substantially, and without lowering their own barriers to trade, they risk further marginalization. The reasons for their marginalization are complex and deep rooted including deep-seated structural problems, weak policy frameworks and institutions, and protection at home and abroad.
BACKGROUND
Trade has been the engine of growth since 1947, when the General Agreement on Tariffs and Trade (GATT) was created. Its creation benefited the world trading system from its eight rounds of multilateral trade liberalization as well as from the unilateral and regional liberalization. The last of these eight rounds; the Uruguay Round led to the establishment of the World Trade Organization in 1995.
World Trade Organization
The World Trade organization (WTO) is the primary international organization to promote free trade. The scope of the WTO is greater than GATT as it includes services, agriculture, and intellectual property, not just trade in goods. 
Outsourcing
Outsourcing refers to the practice of sub-contacting some or all of the company’s internal operations/jobs to a third party entity. Outsourcing can include anything from outsourcing all management of IT to an IBM or EDS to outsourcing a very small and easily defined service, such as disaster recovery or customer care service, and everything in between
Trade liberalization has brought with itself the trend of outsourcing various functions of an organization to another. This system works on the theory of comparative cost advantage, wherein the opportunity cost of production is lower. Sometimes these functions are also outsourced to third party organizations outside the geographical boundary of the parent organization i.e. offshore outsourcing. However, this poses a serious threat to the labor market. This is because, while outsourcing may provide benefits to less developed countries or the global society as a whole, in the form of rising wages or increasing standards of living - these benefits are not secure. Further, in the process of outsourcing, an internal department’s equipment as well as personnel is sold to a service provider, who may retain the workforce on worse conditions or discharge them in the short term.
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Protectionism
Protectionism is the economic policy of restraining trade between nations by imposing tariffs and quotas on imported goods. Most developed countries wish to eliminate protectionism through agreements, international treaties and organizations like the World trade organization. Despite this, many of these countries still place protective and/or revenue tariffs on foreign products to protect some favored or politically influential industries such as agricultural products or labor intensive manufactures (e.g., construction) where developing countries have a comparative advantage. While economists vehemently oppose protectionism, many governments feel that it is necessary and serves as the economic means to achieve a country’s political goal.
Export subsidies
In order to facilitate the growth of a certain economic sector, many governments provide concessions and incentives to the producers in the form of tax-waivers, enhanced credit system etc. Often in order to encourage export of goods, exporters are provided with export subsidies which reduce the overall cost incurred by them, reducing the price paid by the foreign importers. This substantially increases the profit margins of the producers and significantly adds the GDP.  However, this handicaps the indigenous industries of the importing nations by exposing their domestic producers to compete with foreign goods at depressed prices, thereby posing a serious threat to their domestic labor market and simultaneously intensifies the competition faced in the global export market. Export subsidies can also be perpetual inflation machines and are greatly discouraged by the WTO.
Consumers vs. Producers
Trade liberalization provides the consumer with access to a variety of international goods, most of which are available at prices cheaper than those of domestically manufactured ones. The consumer stands to gain by choosing the best quality product at the least possible price. However, the flipside to this is that the local producers get washed away in this stiff competition as the goods produced by them do not enjoy a popular share of the market demand. Though this competition for survival may seem as an incentive for indigenous industries to perform better, it seldom does so, rendering many unemployed and pushing the poverty line further lower.


Dumping

If a company exports a commodity at lower prices than what it is charging for it in the domestic market. It is said to be “dumping” that particular commodity. Opinions differ on whether this is unfair competition or not. While the WTO has not prohibited it, most governments take action against dumping to protect their domestic industries. The Anti-dumping Agreement under the WTO allows governments to act against dumping where there is genuine (“material”) injury to the competing domestic industry. In order to do that the government has to be able to show that dumping is taking place, calculate the extent of dumping (how much lower the export price is compared to the exporter’s home market price), and show that the dumping is causing damage or threatening to do so. Therefore, a detailed investigation has to be conducted according to specified rules first. If the investigation shows dumping is taking place and domestic industry is being hurt, the exporting company can undertake to raise its price to an agreed level in order to avoid anti-dumping import duty.
PAST INTERNATIONAL ACTION
General Agreement on Tariff and Trade (GATT)
UN agency for promotion of free trade between signatory countries contracting parties(called ). Formed in 1947 in Geneva, its objective was to counter the devastating effect of protectionist measures. GATT instituted a rule-based multilateral trading system for trade in both goods and services through a series of negotiations (called 'rounds'). It succeeded in achieving reduction in the average tariff on manufactured goods from 40 percent to about 5 percent in the industrialized nations, and in obtaining varying degrees of promised reductions from the developing nations. Its approach was based on two non-discriminatory principles, the  Most favored nation and national treatment, and  Reciprocity. It worked to eliminate all non-tariff barriers and import quotas, and advocated use of countervailing duties to fight dumping and to negate the effects of subsidies. On January 1, 1995, after the culmination of Uruguay Round, GATT was replaced by World Trade Organization (WTO). 
Doha Development Declaration - 2001
The World Trade Organization adopted this declaration at the 2001 Fourth Ministerial Conference in Doha, Qatar, to assist developing countries in implementing WTO agreements, covering issues related to agriculture, services, industrial tariffs, investment, trade and competition policy.
WTO Ministerial conferences
Several other ministerial conferences were held other than the Doha declaration namely the  Hong Kong declaration, 2005; the Cancun declaration, 2003; the Seattle declaration,1999; the Geneva declaration,1998; and the Singapore declaration 1996, each discussing the various aspects of trade liberalization and working towards eliminating its challenges.
Trade Associations and Organizations: 
Various countries have come together and formed trade associations in order in order to promote unrestricted trade transactions within member nations and ensure increased development through aid and cooperation. Some of these organizations are; European Free Trade Association (EFTA); North American Free Trade Agreement (NAFTA); Organization of Petroleum Exporting Countries (OPEC); Association of South east Asian nations (ASEAN); South Asean Association for Regional Cooperation (SAARC) and the Organization for Economic Cooperation and Development(OECD). 
RECOMMENDATIONS FOR FORMULATING A RESOLUTION 
The aim of the ECOSOC in this session is to bridge the divide between the developed and the developing nations through trade liberalization and globalization. Delegates are required to work and reach a consensus wherein the interests of both the developed and the developing countries are catered to.
· Sustained economic growth as the way to human progress 
· Free markets without government “interference” allow for the most efficient and socially optimal allocation of resources 
· Economic globalization is beneficial to everyone 
· Privatization removes inefficiencies of the public sector 
· Governments should mainly function to provide the infrastructure to advance the rule of law with respect to property rights and contracts

REFERENCES AND SOURCES FOR FURTHER RESEARCH
Meeting the challenges of Globalization in the Advanced Economies: http://www.imf.org/external/pubs/WEOMAY/chapter3.pdf
Global Trade Liberalization and the Developing Countries: http://www.imf.org/external/np/exr/ib/2001/110801.htm#ii
Failure of the Doha round: http://www.globalissues.org/TradeRelated/FreeTrade/dohacollapse.asp
Criticisms of current form of free trade: http://www.globalissues.org/TradeRelated/FreeTrade/Criticisms.asp
Anti-dumping, subsidies, safeguards, contingencies etc.: http://www.wto.org/english/thewto_e/whatis_e/tif_e/agrm8_e.htm
Agriculture: fairer reforms for farmers: http://www.wto.org/english/thewto_e/whatis_e/tif_e/agrm3_e.htm
Tariffs: http://www.wto.org/english/thewto_e/whatis_e/tif_e/agrm2_e.htm
Anti- Dumping Agreement: http://www.wto.org/english/tratop_e/adp_e/adp_info_e.htm
TERMS AND CONCEPTS
 
Free Trade: or trade liberalization refers to the unhindered flow of goods and services between and within countries by reducing the various trade barriers to facilitate relatively unimpeded trade transactions. 
Globalization: A global phenomenon to increase the flow of goods, services, labour, real capital, and technology across national borders in order to create a more integrated and interdependent world economy.
Protectionism: The economic policy of restraining trade between nations by imposing tariffs and quotas on imported goods
Opportunity cost: cost of the next best alternative foregone or sacrificed to stay in the current application. 
Comparative Cost Advantage: A country having greater relative efficiency in production (lower opportunity cost) of one good as compared to another country.
Export subsidy: Concessions and incentives provided to exporters in the form of tax-waivers, enhanced credit system etc, in order to encourage exports.
Offshore Outsourcing:  It is an important subset of outsourcing wherein a company outsources services to a third party in a country other than the one in which the client company is based. 
Dumping: The act of charging a lower price for a good in a foreign market than what the manufacturer charges for the same good in a domestic market.
Tariffs: It is a tax imposed on imported goods. There are 4 types of tariffs:
1. An ad valorem tariff is a set percentage of the value of the good that is being imported.
2. A specific tariff is a tariff of a specific amount of money that does not vary with the price of the good.
3. A "revenue tariff" is a set of rates designed primarily to raise money for the government.
4. A "protective tariff" is intended to artificially inflate prices of imports and "protect" domestic industries from foreign competition.
Quotas: An import Quota sets a physical limit on the amount of quantity of a good that can be imported into a country at a given period in time.
 
QUESTIONS TO CONSIDER


Listed below are some concerns which the council wishes to resolve.


1. What about the reality of the current form of globalization, compared to the theory?                                        2. What has been the impact on the environment?                                                                                                                   3. Do the workers enjoy their rights? Or are they eroding?                                                                                      4. Brain Drain from the Developing Countries to the Developed Countries.                                                                          5. Increasing poverty and inequality for the majority. What are the solutions to bridge the gap between the rich and the poor?                                                                                                                                                           6. Should  Protectionism be enforced? To what extent? Should the laws apply equally to developed and developing nations?                                                                                                                                                 7. How have the functions of power and politics (which cannot be ignored) affected the process of globalization? Have the old imperial powers just managed to (intentionally or unintentionally) devise a more sophisticated way of appropriating the world’s wealth?




















CRITICAL THINKING


Outsourcing is a difficult proposition. The failure rate of outsourcing relationships remains high. The client is seeking to get better service, often at lower costs, than it would get by doing the work themselves The vendor, however, wants to make a profit. Can you suggest measures to manage this tension and ensure a successful outcome for both, the client and the vendor?





“Developing countries face higher tariffs on processed goods than on commodities; this is one of the reasons that countries in the initial stages of development are heavily dependent on a few commodities. Typical example, Burundi, where 98% of the exports are coffee, tea and cotton.”


- Andrew Walker


Source: BBS News, 29 April 2002
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