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Maria Perez‑Esteve


Welcome to the WTO discussion forum.  We have here with us today Mr Eduardo Perez Motta, President of the Federal Competition Commission of Mexico, and Mr Eugenio Diaz Bonilla, Director for Argentina and Haiti of the Inter‑American Development Bank.  Greetings.


We are going to address the subject of how trade can contribute to the fight against unemployment.  In other words, what is the impact of trade on the labour market?  Eduardo, you have the floor.

Eduardo Perez Motta


Well, I see international trade as the best possible source of competition, as evidenced by most of the countries that have opened up their trade system to international trade flows.  Consequently, international trade promotes efficiency in the markets, and efficiency is the best way for a country to grow, to generate employment, to improve the living standards of workers, and even to improve the distribution of income.  So international trade is clearly a powerful tool for the promotion of employment and better working conditions.

Maria Perez‑Esteve


And what is your view on this?

Eugenio Diaz Bonilla


I agree entirely with a number of the points made by Eduardo.  Imagine a situation in which there is no trade at all, not to mention international trade.  Individuals or communities would have to produce everything internally ‑ food, clothing, cars ‑ which would obviously be very inefficient.  What trade provides is that division of labour:  specialization leads to increased productivity, it stimulates competition and technological innovation, and all of these different elements are positive for society.  And at the country level ‑ to move one step up from the community ‑ trade generates a market that is much larger than the country's domestic market, and that means more aggregate demand.  Obviously there can be problems, and some people may lose their jobs, or there may be more widespread distortions in the macroeconomic situation ‑ over‑valued exchange rates, trade deficits that cause medium‑term indebtedness problems ‑ but all of this is not necessarily related specifically to trade per se.

Maria Perez‑Esteve


What would you say to those who feel that it is important to reduce imports as a protection against unemployment?

Eduardo Perez Motta


I don't think that is true.  I think that as Eugenio clearly mentioned, by integrating into international markets, by increasing your country's share in the market pie, you are increasing your opportunities;  whereas reducing imports through higher tariffs will often push up the prices of inputs for industries that could be competitive if they integrated part of their production process with the outside world, enabling them either to become exporting firms, or to meet domestic market needs more efficiently.

Maria Perez‑Esteve


Is it true that those who work in export‑related activities earn more than those who work in activities related to the domestic economy?

Eugenio Diaz Bonilla


The situation varies considerably:  take, for example, high technology export products.  If I work for Boeing, it is highly probable that I will have an above average salary.  But the same doesn't necessarily apply to other export goods of lower quality, or with lower value added, or involving less technology.  A lawyer advising companies in New York will earn more than someone working in the area of low value textile products.  On the whole, on average, the answer would appear to be yes.  What it boils down to is that on average, salaries will be higher, but it will depend somewhat on the product under consideration.

Maria Perez‑Esteve


How do you see the future of the WTO in the context of a shrinking world labour market?

Eduardo Perez Motta


I think that the multilateral trading system becomes all the more important in a crisis situation.  More important in the sense that the long‑term rules, the permanent rules of international trade, provide the best means of ensuring that countries will return to growth, that they will create jobs once again, that they will provide better conditions for their workers.  In other words, I think that the WTO represents our best chance of confronting the crisis in general and recovering as rapidly as possible from the situation we have been in for the past few years.

Maria Perez‑Esteve


And what is your view on the subject, on the future of the WTO in this economic downturn?

Eugenio Diaz Bonilla


We all know that the WTO, which was a long time coming, was a fruit of the efforts of countries following the so‑called Great Depression of the 1930s to avoid a repetition of the decline in trade that was one of the underlying causes of that depression.  There were clearly other causes ‑ the tightening of bank credits, etc., etc. ‑ but the decline in trade, the fact that many countries decided all at once to raise barriers to imports, leading to a vicious circle in which aggregate demand gradually declined further and further while unemployment rose in all countries, all of this gave rise to the idea of creating the so‑called International Trade Organization, which never saw the light ‑ instead came the GATT, and finally the WTO.  So history has shown us the importance of these global coordination frameworks in preventing the vicious circle of declining trade brought about by retaliatory measures and closed borders which, while they may make sense in each one of the individual countries concerned, lead collectively to a plunge in world economic activity.

Maria Perez‑Esteve


Thank you very much Mr Perez Motta, thank you Mr Diaz Bonilla, for sharing with us your views on how trade can contribute to the fight against unemployment.  And many thanks to the audience.
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