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PRELIMINARY REMARKSBY THE PROJECT HEAD

This study is of particular significance, because it endeavours to put the current world trade
conflictsin alarger context in order to evaluate them. Proceeding from the assumption of a wide-
scoped intellectual road-map, guidelines and arguments serving to secure local and globa welfare
on a long-term basis can be recommended to paliticians, who are dictated by the short-term
problems of every-day, and short-term, non-sustainable pursuit of interest can be unmasked as
such.

The preliminary sessions of the originaly envisaged MILLENNIUM Round of the WTO in Sesttle
and the course of the following procedures have shown that the limits of an unconditional market
economy are becoming clear on a global scope as well. This makes basic orientation, such as that
presented by this study, al the more valuable.

The clear criticism of the presently dominating mind-set, which is based amost exclusively on
short-term competitive grounds, and the demand for those course corrections and institutional
innovations that appear necessary in order to place the required limits on the market despite the
new technical scope provided by communication and transportation in the global market, will give
rise to contradiction. This is all the more valid regarding the unavoidable demand for specia
conditions for agriculture and forestry as the economic sector which is closest to nature. This
expected protest must be met with the insight that "business as usua" is not sustainable and
disciplines other than economics have come up with crushing evidence which the preferred
economic schools of thought can no longer ignore, if they wish to avoid being reproached for
trying to see the world with blinkers on. Backcasting from the future requires the incorporation of
future-oriented control elements into world economics. This doesn't only apply to the global
financial markets, which have beome a real danger, but aso to the recognizable socialy and
ecologically undermining competition, as well as the increasing concentration of market power.

The demand for a reevaluation of preferred, common thinking patterns, and the necessary course
correction, especialy its institutional realisation, sometimes has a "ceterum censeo” character,
because it cannot be applied in the near future in view of the current redlity of politics. It is
therefore al the more important to make this topical and take measure according to it, because
the danger is otherwise given that one might get carried away with the changing "requirements’ of
the varying congtellations of power, and then cover up ex post with ideologies of partia
justification. This can only lead to an increasing feeling of unease and a loss of image and
legitimacy of the pesent economic order.

It must aso be remarked that the success and the quality of political work in the ream of
international trade politics, especialy in small countries, can for the most part, not be measured
according to the short-term achievement of the targets recommended by this study. The



achievement of significant changes has become much more difficult, since initiatives now require
prior consensus in multi-staged processes in the institutions of world trade, whereby agricultureis
only considered a "causa minor.” Y et small countries can provide insights and propose strategies,
as well as foster intellectua partnerships, hindering the excesses of an obsolete paradigm and
thus contributing to long-term change. There was therefore no attempt made to present a
"blueprint” for the present negotiations in order to impose stipulations on the politicians. Instead,
the intention is to offer them support in their difficult work in the form of improved insights and
basic arguments.

Degpite the necessary scientific reserve, issues are brought up by name in the trade policy section,
which are not mentioned in diplomatic relations, the awareness of which can better explain the
present trade policy situation. It should furthermore be mentioned that this study can not go
beyond the prescribed scope in terms of content, financing and personndl. It had to be limited to
partia areas of socid activity, and certain factors had to be taken for granted, athough they
could have been questioned, despite which the study does have a solid scientific basis.

The thorough examination of the issue regarding "non-product-related production methods" is an
invauable basis for the negotiations, since internationa environmenta and social policy can have
no lasting effect without a change taking place towards the inclusion of the total life-cycle of a
product. The likewise detailed elaboration of the Agreement on Sanitary and Phytosanitary
Measures is also of great practical significance, since agricultura production, which tends
towards overspecidization, inherently creates new problems. The same is valid for a broadening
of vison in view of ecologica economics, since the past asymmetrical globa economic
development is becoming a grave problem, with the result that the WTO is suffering increasingly
in terms of acceptance and image.

The dominating younger fraction of the team made a grest effort in familiarizing themselves with
the material. On the one hand, this means that experts-to-be will be available in the future, and on
the other hand, it is thus possible to incorporate new insights.

In view of this background, it is to be hoped that the present study serves as an incentive and
improved basis for orienting the negotiations in the scope of the ongoing WTO negotiations
towards more public welfare. Particularly the Chapter "Conclusions and Proposed Solutions' as
well as the recommendations formulated in the following reflections, will hopefully be of practica
valuein this respect.

Vienna, January 2000



l. EXECUTIVE SUMMARY

.1 Goals

The god of the present study is to identify the strengths and weaknesses of liberalised world
trade, in particular in the agricultural sector, and to investigate whether and to which extent the
WTO Agreements provide the opportunity to react to negative developments, and if not, to
suggest necessary further developments of the said agreements and their application.
Furthermore, the study should contribute towards alleviating the lack of basic theoretical
arguments, pointed out by trade policy-makers, in order to arrive at a well-founded position
through improved insight and analysis. Although concrete recommendations for the WTO
negotiations cannot be presented, important points of orientation, basic goas and basic proposals
for solutions can be provided. In the scope of academic liberty, the mainstream of trade policy is
partly left behind, the axioms of which are questioned and comprehensive approaches are chosen.
Economic gods are diverse a priori and vary greatly according to situation; it is therefore hardly
possible to formulate a complete list of detailed goals for a sustainable global economy which is
capable of finding consensus. This study is therefore limited to the aspects of sustainability,
environmental protection and food security as the mgjor preconditions for an economy that is
efficient in the long term and secures prosperity.

In order to be able to make statements regarding the deficits of the world trade system and its
conflicts with basic societal goals, such as sustainability or long term security of supplies, it was
initially necessary to elaborate basic problematic interrelationships of the issues in question in
addition to clarifying the terminology. In the case of the present study, this has taken inter dia on
the form of a detailed elaboration of the concept of sustainability as well as the present world
trade system and the theoretical concepts upon which it is based.

Proposals for solutions were developed on this basis. A brief summary of the individual issues
and their possible conclusionsiis presented below:

[ in Section |.2: Important Boundary Conditions and Definition of Position

[ | in Section |.3: Tentative Solutions and Recommendations



.2 Important Boundary Conditions and Definition of Position
1.2.1  Important Termsand Significant Connections

.2.1.1 Sustainability as Basic Postulation of the Future Subsistence of the Earth

Sustainability has become a principle which has received wide international recognition, but
which has not yet been sufficiently applied. However, it is also one of the most controversia
principles in terms of application, and thisis exemplified by the wealth of definitionsit isgivenin
relevant literature.

Sustainability is defined as "strong sustainability" in this study, signifying that the natural capital
of the earth should be kept intact on along-term basis, since a series of scientific research results
gives evidence that the critica limit of possible substitution of natural goods by man-made goods
has aready been reached. The major factors in connection with this concept are:

- inter- and intragenerational justice
- protection of resources and conservation of the natural base of production
- conservation and enhancement of biodiversity

- securing the biological basis of our existence in conjunction with long term economic

stability.

Sustainability in this sense can and should only be realized while adhering to mora principles —
this includes the postulate of maintaining the base of life (also for the future generations) and a
fair access to the resources of the earth both regionally and globaly.

1.2.1.2 TheWorld Trade System - WORLD TRADE ORGANIZATION (WTO) and Its
Regulatory M echanisms

The present world trade system is often seen as a static system of codified lega standards, with
the highest custodian being the WORLD TRADE ORGANIZATION (WTO). This is the conviction in
the majority of Europe, in particular, as a result of the corresponding legal tradition. The WTO
functions as a "watchman" of internationa trade, however it would be exaggerating to speak of a
full, consistent and worldwide recognition, or even an enforceable foreign trade legal codex, at the
present. The world trade regulations were mainly derived from international agreements
concluded in eight rounds of negotiations in the scope of the Genera Agreement on Tariffs and
Trade (GATT). The creation of the WTO gave these agreements an ingtitutional umbrella for the
first time. The primary aspects of this new system are; a coherent system of contractual
obligations, the lega code of the WTO, as well as the ingtitutional precautions for their



monitoring, development and administration. The WTO is a "member-driven organization." Its
case-law oriented legal development has been eased by the novelty that according to the modified
dispute settlement procedure, panel reports can now only be rejected unanimoudly (abolition of
the veto right). The following report under Figure 1.2-1 provides an overview of the structure and
content of the World Trade Agreements of the year 1994.

The aspect of sustainability can only be found peripheraly in the agendas of the World Trade
Organization. However, the cardinal question in this connection is whether an organization like
the WTO can be expected to implement and monitor such a broad range of goals including
environmental protection, inter- and intragenerational justice, food security (for present and
future generations) and economic prosperity for everyone. On the other hand, the WTQO's common
gods prescribe consideration of the aspect of sustainability. The preamble of the WTO
Agreement relates the increased the standard of living to the condition of an "optimal use of the
world's resources’ in connection with sustainable development which protects and conserves the
environment as well as increasing the necessary means to that end. This marks the advent of a
new orientation of the world trade system's goal s towards environmental issues.

The WTO's various agreements and treaties can be categorized into two groups, first, the
"multilateral agreements' which are binding for all Member States and, second, the "plurilateral
agreements' which are only binding for those Members which have ratified them.

In the case of the multilateral agreements, valid for all WTO member states, a differentiation
must be made between two types of principles. the genera principles which are applicable to all
types of agreements, including the agreements on trade of goods and services as well as the
agreement on Trade-Related Aspects of Intellectual Property Rights (e.g. the most-favored-nation
principle, the principle of reciprocity, and the national treatment principle, etc.), and the specific
agreements which solely concern trade in goods or services or the protection of intellectua
property rights. In the scope of the present study, emphasis has been placed on the elaboration of
the Agreement on Agriculture and the Agreement on Technical Barriers to Trade as well as the
basic aspects of the Agreement on the Application of Sanitary and Phytosanitary Measures.



Figurel.2-1
Structure and Content of the World Trade Organization Agreements (WTO) of 1994

Significant Content of the WTO Agreement

Establishing of the WTO

Determination of the scope of application, functions and structure of the WTO

The Secretariat, Budget and Contributions

Legal status of the WTO

Procedural stipulations (the practice of decision-making by consensus followed under GATT 1947)
Stipulations regarding membership, accession to and withdrawal from the WTO Agreement

Multilateral Trade Agreementsasan Integral Part of the WTO Agreement *)
- Annexes 1-3to the WTO Agreement
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Multilateral agreements on trade of goods

- General Agreement on Tariffs and Trade (GATT) 1994
- Agreement on Agriculture (see detailsin Section 111.1.8)

- Agreement on the Application of Sanitary and Phytosanitary Measures (see details in
Section 111.2)

- Agreement on Textiles and Clothing

- Agreement on Technical Barriersto Trade (see detailsin Section 111.2)
- Agreement on Trade-Related Investment Measures

- Agreement on Implementation of Article VI GATT 1994

- Agreement on Implementation of Article VII GATT 1994

- Agreement on Preshipment Inspection

- Agreement on Rules of Origin

- Agreement on Import Licensing Procedures

- Agreement on Subsidies and Countervailing Measures

- Agreement on Safeguards

General Agreement on Trade in Services
Agreement on Trade-Related Aspects of Intellectual Property Rights

Dispute Settlement Procedures
Trade Policy Review Mechanism

Plurilateral Trade Agreements**) — Annex 4 of the WTO Agreement
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Agreement on Trade in Civil Aircraft
Agreement on Government Procurement
International Dairy Agreement
International Bovine Meat Agreement

*)
**)

According to Art. Il par. 2 WTO Agreement binding for all Members

According to Art. Il par. 3 WTO Agreement, the listed agreements are only binding for those Members which have
ratified them.



The following regulations and interpretations in the scope of the WTO proved themselves
particularly controversiad and contradictory, especially in connection with the postulate of
sustainability:

a) the term "like products,”" the current interpretation of which excludes production methods
and life cycle analysis

b) the scope of application ratione materiae of special nature conservation regulations
according to Articles X1 and XX of GATT: in contrast to the corresponding disputes to date,
the "Shrimp Dispute” would point to a certain change of case practise, but the remarks of the
appellate body remain unclear regarding this significant issue. However, it can be presumed
that the protection of common resources outside the jurisdiction of a country, in as far as it
is basicaly considered permissible, is only legally possible in a very limited scope in terms
of GATT/WTO.

1.2.1.3 TheWorld Trade System —Basic Theoretical Assumptions

Section 1V.1 sketches the most important propositions of neoclassical welfare and trade theory,
as well as its main weaknesses, such as disregarding cost of adjustment, endogenous growth,
gpatial aspects, and questions of sustainability. It isillustrated that the general proposition of free
trade being advantageous for al trading countries cannot be generally sustained, if those aspects
are considered. Subsequently, the role of competition in the efficiency of markets will be outlined.
The discussion makes clear that competition does not a priori lead to more efficient results; in
many cases it causes an inefficient outcome. Finally, Section IV.1 gives a summary regarding
how the results of neoclassical welfare and trade theory have to be modified, if ecological effects
are introduced into the models. In genera, we distinguish between loca externalities and border-
crossing externalities. In case of negative local externdities, countries importing the damaging
products gain through market liberalization, while the welfare effect for exporting countries is
unclear. However, if the optimal environmental policy is in force in al countries, then all
countries gain by more liberal trade. In case of international spillovers, such as the greenhouse
effect, a general overproduction of the damaging goods must be expected, since countries can
shift their costs to others, and the introduction of the optimal environmental policy is therefore
unlikely.

Section V.2 deals with the question of the circumstances under which free trade can be an
obstacle to introducing optimal environmental standards. It is shown that especially in case of
structural  (non-wage-driven) unemployment, there is an incentive to export domestic
unemployment to foreign countries by means of lowering standards.

Furthermore it must be emphasized that economy cannot be isolated from biogeosphere, and that
it is a pat of this system. Various physical indicators are introduced, which can act
complimentary to monetary values in measuring the national economic output. Concerning the



connection between international trade and environment, the theory postulating that "the increase
of income above dgnificant income brackets goes hand-in-hand with reduced damage to the
environment” (GATT, 1992) is often taken for granted. The introduction of improved more
environmentdly efficient technologies (technology effect), and the sectora shift towards less
environmentally harmful sectors (compound effect) are considered the explanation for the
decoupling theory. Usualy it is presumed that a typical path of development is based upon this:
At the beginning of a period of growth, each GNP increase is accompanied by high environmental
damage. Less environmentally harmful — and more expensive — technologies are not yet available,
and the environmental consciousness of the population is low. Environmental damage increases
with income until a certain point. Beyond this point, the effect topples and environmenta quality
improves with each additional GNP unit.

However, new empirical studies indicate that it cannot generdly be assumed that a decoupling of
output (= income) and environmental damage is taking place. The positive effects of output on
environmental factors could only be proven for pollutants creating a local, short-term cost
burden. For the major part, this has only been illustrated for individual pollutants, and in some
cases, after a temporary decrease, environmental damage increases again along with increasing
income. In addition, only partiad empirical evidence can be found for the theory that the
environment is a luxury good. Since the presumption that "higher income leads to an
improvement of environmental quality,” is not generaly vaid, the conclusion must be made that
in order to provide better recommendations, an anaytica scope is required which explicitly
considers biogeophysical factors. The problem of irreversible environmental damage must also be
borne in mind.

1.2.2  Agriculture as Affected Sector

Following the above basic considerations and the elaboration of the basic concepts and
framework, the present study aims at bringing them in relation to agricultural economics, on the
one hand since agriculture and forestry play a central role in the upcoming WTO negotiations
and, on the other hand, since these sectors have a particular affinity with the term sustainability
as they constitute the natural basis of mankind's existence. Accordingly, agricultural production
is situated in the multi-faceted field of tension between economy, society and ecology as seen both
nationally and globally (Figure 1.2-2).



Figurel.2-2
Agriculturein the Field of Tension between National and Global Economy, Society and Ecology
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Initially, however, a clear definition of terminology worthy of support must be formed for this
study's concept of sustainable agricultural production. According to the genera definition of
sustainability, it is evident that the organic farming comes very close to the postulate of
sustainability (refer to the following definitions).

The basic principles of organic agriculture according to WOODWORD ET AL. (1996) are:

- To work as much as possible within a closed system, and draw upon local resources
- To maintain the long-term fertility of soils

- To avoid all forms of pollution possibly resulting from agricultural techniques

- To produce foodstuffs of high nutritional quality and in a sufficient quantity

- To reduce to a minimum the use of fossil energy in agricultural practice

- To give livestock conditions of life conforming to their physiologica needs and to
humanitarian principles

- To make it possible for agricultural producers to earn a living through their work and to
develop their potentidities as human beings

- To use and develop appropriate technology based on an understanding of biological
systems

- To use decentralised systems for processing, distribution and marketing of products



- To create a system aesthetically pleasing to both - those within and those outside the
system

- To maintain and preserve wildlife and their habitats.

The next issue to be examined concerns why sustainable agricultural production should be
protected in the scope of the elaborated world trade system.

In many areas of agricultural production the basic economic goals are dissimilar or incompatible
to those in other sectors of the economy. While thinking in terms of real assets prevails in
agricultural production (i.e. there is a tendency to maintain a farm over generations resulting in
economic and socia sustainability), in other economic sectors the goal of maximizing income is
dominating - in as far as family enterprises are excluded (this is to say that in the latter the
economic activity is oriented towards individuals and their families and not to the profession or
the enterprise).

In particular, it is typical of agricultural production that it provides a series of related services.
This includes protection and conservation of the environment (soil, water and air) as well as
landscape conservation.

| Agricultural Production and Risk M anagement

The sustainability of locally compatible farming methods in several ways also constitutes a risk
minimization factor. On the one hand, it provides security in the case of shortages of imported
foodstuffs. The worldwide climate change caused by the Greenhouse Effect and the increasing
related climatic catastrophes along with the higher risk of crop failures indicate that the above
consideration is not improbable (see aso the "World Disaster Report 1999" by the Federation of
Red Cross and Red Haf-Moon Societies, as well as the proceedings of the International
Conference in 1997 a the FAL, the Swiss Research Center for Agricultural Economics and
Technology in Tanikon/Thurgau, on " Sustainable Agriculture for Food, Energy and Industry”).
On the other hand, site oriented local agriculture serves to minimize the risk over generations,
since it prevents the loss of know-how concerning proven forms of farming and appropriate
technologies. The loss of this know-how, the mgjority of which is based on long term past
experience, can only be made up for over generations. Another often ignored aspect constitutes
the risk of supply shortages caused by political factors (crises or war), as well as the increased
risk of disrupted supplies due to logistics problems in the ever larger and vulnerable supply
systems. This entails an increased threat of massive international supply crises.

The discussion regarding compensation for these services has meanwhile become global, although
it continues to be highly disputed (also see WTO, 1999). The main issue at question is how to
quantify these services. The problem of weak comparability and incommensurability is apparent.
While traditional evaluation processes assume that different goals and values can be assessed



according to one uniform scale, as well as assuming that complete data for these values and goals
are available, in actual fact the scales diverge, and for the most part only uncertain data are
avalable. These challenges are now being increasingly tackled by the field of "ecologica
economics’ which endeavors to delve deeper into such issues (also see MUNDA in: VAN DEN
BERGH, 1997; as well as MARTINEZ-ALIER, MUNDA AND O'NEILL, 1997).

| Sustainable Agriculture and the World Trade System

Part V.2.2 investigates whether liberalization of agricultural markets would have positive or
negative effects on the environment. It can be expected that an opening of markets would lead to
decreasing prices in industrial countries. Most authors conclude that freer trade would lead to a
reduction in use of environmentally harmful means of production, such as chemical fertilizers or
pesticides, and therefore improve the situation of the environment. The crucial assumption of this
conclusion is that aggregate production is positively correlated with the use of such inputs, so that
aneoclassical damage function exists. However, what is evident in the short run for the firm-scale
production function need not be true for the long-term aggregate production function of a whole
country. If declining prices lead to stronger specialization in enterprises or regions, as expected
according to neoclassica theory, the use of environmentally harmful inputs would definitely rise,
and the resulting negative environmental effects might be much larger than the positive effects
due to a reduction of the intensity. Therefore, we see that the question as to whether free trade in
agriculture would be good or bad for the environment can only be answered if more information
isavailable.

There is need for further research in this field and the selection and definition of evaluation
criteria is a core issue. If multifunctionality is included as a new demand, the reference grid
changes substantialy. For example, if the agricultural production is discontinued in a region of
marginal yield, whether it be the Montanas in Portugal or the mountainous regions of the Alps, an
entire bundle of services existentialy significant to the degree of jeopardizing the basis of life is
eliminated.

However, the interests and production methods of the most significant stakeholders in the world
agricultural market pose a threat to the goal of sustainable agricultural production, such as that
outlined above: the changes in the domestic trade policy of the megatrade giants, the EU and the
USA, were decisive for the development of world agricultural markets. This becomes clearly
apparent by the fact that the greatest changes took place in the realm of products, which had the
most highly reformed market regulations (ceredls, in particular), while there were less changes in
other sectors of the world market with a mainly unchanging policy (e.g. dairy products). It is
difficult to predict the environmenta effects of these changes with the presently available data.
The decline in trade volume can initidly be positively evaluated in view of decreasing the
volumes of traffic and transportation. However, the regional shift of production is much more
difficult to assess, since serious environmenta problems arise in regions of intensive agricultural



production. There is an additional danger that intensive production is concentrated in favoured
regions.

In an excursus regarding the connections between world trade dynamics and AGENDA 2000, the
necessity for change of trade policy regulations is pointed out, if Site oriented sustainable
agricultura production is to be possible in terms of the "European Maodel of Agriculture (MEA)."

[.3 Tentative Solutions and Recommendations

The "Tentative Solutions and Recommendations' essentially comprise two sections:

In Section VI, a genera overview is given of possible environmental or agropalitical
measur es within the current world trade system.

First the attempt is made to tie environmental and agricultural policies together, explaining the
reasons why environmental policy measures are relevant in the realm of agriculture. Such reasons
are:

- agriculture and forestry as instruments for preserving agricultural and recreationd
landscapes which are as intact as possible

- agriculture and forestry as sectors which are affected by harmful environmenta influences

- agriculture as potential cause of environmental problems (in addition to other causes).

In the following, the basic principles of agricultural and environmental policy will be elaborated
on a nationa scae, and their trade-offs with international and world trade principles, in
particular, will be explained. Findly, a list of possible environmental policy measures in the
agricultural sector, which can either be implemented solely on a national basis or in accordance
with the current world trade system is presented.

As an opportunity for breaking out of the present economic school of thought, proposals for
solutions derived from ecological economics are introduced. In genera, the viewpoint of
ecologica economists differs from that of conventional economicsin four points:

a) by recognizing the biogeophysical limits of growth,

b) by the dgnificance placed on the danger of irreversible damage in combination with the
current factor of uncertainty,

c) by the explicit integration of unintentional (monetary and significant physical) externa
effectsin production theory, and

d) through the concept of nature as a basic infrastructure instead of a luxury good.



On this basis, it is argued that international trade can potentially lead to better results than
autarky. Whether this is actualy the case, depends upon the prevailing conditions. Three related
central issues and the respective necessary measures are introduced and discussed:

- consideration of product life cycles,
- internalization of external costs,

- coupling of trade liberalization and ecological obligations.

Therefrom it can be derived that open markets should be supported by a multilateral, non-
discriminatory, regulated and global system of clear socia and ecological standards, instead of
uniform and undifferentiated liberdization, since the economy is inherently embedded in the
social, biological and geophysical spheres.

In Section V11 the opportunities for adjustment of interpretation of the WTO Agreements, as
well as eventual amendments, are indicated in order to achieve the desired effect and to combat
the various undesirable developments:

The practically oriented elaboration of "Conclusions and Proposals for Solutions® ranges from
basic orientation to the recommendation to tie further opening of the market to the simultaneous
consideration of environmental issues. The following points should be emphasized:

Section VII.1 illustrates that a future sustainable economic policy can only be successful on
the basis of negotiation principles that concur with the general legal code and legal
under sanding as well as attempt to include various important goals regarding social, economic
and ecological development. The above-mentioned points are both required in order to ensure
socia sustainability. However, the regulations of the WTO (GATT) have not yet been fully
developed in this respect. It is therefore imperative to specially emphasize those basic action
guidelines which are a part of the legal code of "civilized nations." This can take place through
the recognition of guiding legal principles along with reorganizing priorities of objects of legal
protection. Consideration must also be given to the insight that prosperity-increasing social
strategies require well-balanced and diverse goals.

In this regard, the following basic action guidelines deserve specid attention:

- the application of the funding principle, i.e. the priority protection of those basic redlities
upon which all others are built. This means, in particular:

+ The long-term security of food supply in quantitative and qualitative terms in the
case of crises or war, as well as in the case of disrupted supplies and supply
shortages, must be given top priority. On the one hand, food security for all people
and at al times requires the domestic production base to be sustained, and on the
other hand, trade policy regulations in which rights to market access are
complemented by the obligation to insure food supply;



+ and that sustainably securing the ecological basis is recognized as the unconditional
and generally valid principle of society and economy, which must also be taken into
account in international trade. This means inter aia that sustainable patterns of
husbanding nature are to be used and supported.

- Furthermore, the broad recognition of the principles of caution, precaution, and plausibility
have to be seen as a consequence and product of human rights. In view of this, the
establishment of a corresponding pervasive lega culture should be supported. This
concerns in particular the present practice of interpretation of the term "scientific
evidence'. It is generdly given a very narrow interpretation: proof of damage as well as
proof of alinear causal connection is demanded. The consequence of this precondition is
that on the one side the party fearing damages has no right at al to ask for precautionary
change and on the other side the victim of damage is forced into the unfair position of
having the duty to produce such narrow evidence, athough such evidence is very difficult

and costly to produce in complex systems.

The world trade system should take into account the worldwide ecological, social and cultural
diversity and support fair competition between various social systems. The rules of the game
should favor a postive pattern of competition in which socially and ecologicaly attractive
systems can stand the test and serve as models.

As elaborated above, a partia reinterpretation or adaptation of regulations is required in order to
achieve sustainably oriented world trade dynamics. This should not overtax the WTO (GATT),
which sees itsdf primarily as an advocate of global competition. Instead, a socidly and
ecologically sustainable framework must be formulated for the global market. The WTO must be
expected to support this, and not only to respect it. Thisliesin its own interest in the long term,
sincethe WTO is also dependent on broad, long-term acceptance.

With reference to Article VI and the Agreement on Implementation of Article VI of GATT,
1994, it must be clarified that undermining ecological and socia standards, distorting exchange
rates, and other kinds of detectable unfair system competition justify countervailing measures.

Correspondingly, in connection with the fina act of the URUGUAY Round, it should be clarified
in Article XVI and in the Agreement on Subsidies and Countervailing Measures that lower
social and ecological standards, as well as the (conscious) distortion of exchange rates, are the
equivalent to systematically subsidizing the export industry. At the same time, it must be stated
that paying for services in the interest of the genera public — in particular in the agricultura
sector — does not constitute subsidizing.

Theinterpretation of Article XX (b) pertaining to the protection of human, animal or plant life
and health should aso take into account the latest state of the art in science. This paragraph is



still only interpreted in terms of veterinary hedth and phytosanitary issues, although protection of
ecological systemsis clearly required.

Article XX (g) regarding measures for the conservation of exhaustible natural resources was
originaly based upon the classicaly exploited resources (minerals and organic/fossil fuels). In the
light of the results of ecological research, soil, water and biodiversity are also exhaustible natural
resources. Their non-sustainable exploitation poses a substantid threat and risk to mankind.

Section VI1.2 is divided into three parts: Part V11.2.1 summarizes the essential problem areas
for a sustainable economic design, which might arise as a result of liberalized world markets. It
is emphasized that a free market is usually guided by short-term objectives and determined by
uncertainty. This favors non-sustainable production processes. Especidly in case of global
environmental problems, such as the green-house effect or overexploitation of global resources, it
cannot be expected that international negotiations will lead to solutions as long as trade sanctions
are not permitted. Moreover, in the case of open markets, high unemployment and high capita
mobility, governments face a strong incentive to reduce their own unemployment by means of low
environmental and social standards aso at the cost of other countries. This can lead to setting
national standards systematically below efficient levels. Finaly, it shal be stressed that an
efficient level of international division of labour can only be achieved, if transport prices reflect
the true cost of transport, including environmental costs. Since currently this is not the case, a
liberalized market leads to both inefficiently high environmental costs and inefficiently high levels
of specialization, concentration and exchange.

Part VI1.2.2 investigates whether the current WTO system hinders those problems from being
solved. The core problem can be seen in the fact that under the current system, import products
can only be differentiated by their properties but not by their method of production. Therefore the
investigation or sanctioning of production processes in foreign countries is forbidden. Due to
increasing competition, this impedes efficient regulation of domestic production as well. In order
to solve the above-mentioned problems (chapter VI1.2.1), a change of this rule is imperative in
clearly defined cases.

Part VI11.2.3 raises the question as to which room for manoeuvre can be seen in order to change
those rules. In genera, either Article XX could be revised, or the TBT Agreement could be
extended to production processes, or a new "Agreement on securing Sustainable Devel opment”
could be signed. In order to delimitate the scope of action, there are various possibilities: Firstly,
protective measures could be imposed unilaterally, and the burden of proof could be left to the
incriminated countries. Secondly, discrimination in trade could be based on actual
environmental costs; a potential method would be an emission-based, border-balancing system.
Finaly, discrimination could be based on internationally acknowledged eco-labels. Revenue from
the proposed measures could flow into an International Fund supporting those countries which
raise their standards. The fiscally motivated incentive for protectionism could thus be removed.



In addition to a discrimination according to production processes, an attempt should be made to
install a system of dynamic minimum standards. This could be confined to groups of countries
with a comparable state of economic development. Thus, the problem of “ecological and socia
dumping”, i.e. negative system competition, at least could be addressed. In order to create true
prices in the transport sector, internationally arranged environmental cost factors for different
fuels could be determined by an international expert group, and it could be left to nationa
governments to decide how they internaize those costs in their own states. Countries refusing
internaization could then be charged with equivaent duties.

Section VI11.3 deals with the agricultural sector, the specia status of which is documented in the
Agreement on Agriculture (AoA). Since the stipulated “Non-trade Concerns’ are a hitherto
undefined legal term, the section starts by attempting to define some basic concernsin the light of
the overruling aim of fostering a sustainable agricultural sector. Three objectives seem to be of
gpecia importance: long term security of food supply, ecological preservation and economic
viability of rural areas. In order to achieve those objectives, the following conditions should be
met:

- Farmers deciding in favour of sustainable production methods, should not be
disadvantaged economically as a result of this decision.

- Farmers in disadvantaged regions should be enabled to continue farming.

- Services provided by the agricultural sector to the public should be remunerated.

The following part reflects on the consequences of the rules and instruments of the Agreement on
Agriculture with regard to the above objectives, and tries to formulate proposals on how to
improve the framework of the Agreement. With regard to the objectives mentioned above, the
Green box is particularly important and, within limits, the Blue box. Under current framework
conditions a further reduction of boarder protection is presumed to have rather negative effects on
those objectives, while export subsidies hardly affect them.

From an ecological or aregiona point of view, the following changes in the Green box would be
desirable:

1) Thematic expansion of environmenta programmes for measures in favor of “the well-being
of animals’ and the “sustainabl e cultivation of plants for non-food purposes.”

2) In the case of environmental programmes, raising of the upper limit of payments to the
monetary value of ecological performance, or full compensation of the cost difference
compared to environmentally harmful technologies, if such technologies are permitted for
domestic or foreign competitors, or on the cost difference resulting from the nationa
standards of the most important competing countries.



3) Expansion of regiond programmes by premiums according to current head of livestock, but
limited to the livestock of a base period (only if the Blue box is cancelled) in order to allow
appropriate development, especially in disadvantaged areas (par. 13b; Annex 2, AoA).

4) Introduction of afurther item (14) in Annex 2 of AoA, which enables payment for servicesin
the public interest which have to be delivered by their very nature in conjunction with
agricultural production.

Should the Blue box come under pressure in the coming round of WTO negotiations, there are
various dternatives. On the one hand, Blue box measures could be tied to ecological production
methods and/or unfavorable location; on the other hand, the money currently used for “CAP-
premiums’ (premiums of the Common markt organisation) could be used for environmental and
regional programmes covered by the Green box. In both cases, Blue box measures could be
maintained for farms with sustainable production methods and farms in less favoured aress.
However, in the latter case it should be determined in advance whether there is still enough room
for additional payments. The above mentioned changes in the Green box should be claimed if
reductions in the Blue box are put forward.

Finaly, the money available could aso be used for decoupled income transfers (following the
FAIR Act 1996 of the United States). The handicap of this dternative is that under the current
framework such payments can not be tied to a continuation of farming activities. Therefore, a
weakening of this regulation (par. 6e; Annex 2), such as alowing payments to be tied to a
minimum production, could be claimed in exchange for possibilites within the Blue box.

An inclusion of environmental costs in the calculation of AMS would be a first step towards
true costing. Avoidance costs could be determined as the monetary value of environmental
damage of the actua situation, compared to a "state-of-the-art" scenario, and then be added to
AMS.

A further opening up of agricultural markets in any case should be tied to a solution for those
problems presented in Section VII.2. A further reduction of tariffs under the current framework
is supposed to speed up the closure of farms in unfavorable regions and discourage cost-intensive
sustainabl e production methods.

In the final remarks (Section VIII), the currently conflicting world views, which form the
background of the world trade discussions, are given consideration, and it is pointed out that the
"Guidelines for Sustainable Development” (AGENDA 21), formulated in the scope of the United
Nations Conference on Environment and Development (UNCED) 1992 in Rio de Janeiro, have
been mostly ignored in trade policy practice. This is apparent, e.g., in the ex post rejection of the
term "multifunctionality of agriculture and forestry" which was introduced into the international
discussionsin Rio.

It must be furthermore pointed out that the evaluation, stipulated according to Article 20 of the
Agreement on Agriculture (1994) in the scope of the URUGUAY Round, did not take place, and



that no evaluation criteria have been elaborated to date. In this relation it is also significant that
the speed of development inherent in agriculture and forestry requires longer periods of
evaluation. It istherefore proposed that the stipulated period be prolonged for afurther five years.

Findly, it must be emphasized that well-balanced ecologicaly and sociadly tolerable and
sustainable world development requires ingtitutional benchmarking, since the present world trade
system threatens to lose its social acceptance without a minimum of ingtitutionalised solidarity.
Without the integration of ecological and social issues, world trade tends to increase the world-
wide economic and socia disparities, thus heading towards self-destruction.

The concerted taxation of international capital and information transfers, charging resources
consumption taxes for utilization of nonrenewable resources as well as penaising ecological and
social undermining by countervailing duties, and using this revenue for internationa financia
adjustment are considered to be milestones for a sustainable future world development.



[I. ELABORATION OF THE PROBLEM, THE ISSUESIN
QUESTION AND GENESIS OF WORK

[1.1 On theElaboration of the Problem and the Genesis of Work

The increase in regiona and socia disparity, as well as the threatening ecological changes in the
scope of world economic development, justifies the question as to whether these rules of the game
— particularly those of world trade — should be adjusted and partially replaced. The present study
poses a comprehensive contribution to the discussion regarding the upcoming round of
negotiations in the scope of the WTO, which cannot only deal with the issue of further
liberalization of world trade and the corresponding "improvement” of the relevant technica
regulations, but in which the basic question of a positive world-wide development of economy
and society will also be significant.

This study is being concluded at a time when the dynamics of the beginning negotiation process
are already becoming noticeable. It is significant that this process is not only determined by the
struggle for globa agricultura markets and the problems resulting therefrom. Also the
discussions which at the same time become apparent regarding the scale of values and related
socia dynamics are significant in this negotiation process. This is expressed in the discussion
regarding a stronger ecological orientation of economy and society, as well as the demand for
responsible, non-exploitative utilization of natural resources and the principle of sustainability
which is being called for on different levels. The deficits evident in this concern indicate that a
redefinition of guidelines is required in order to reorient the development of the world markets in
the desired direction in ecological, social and economic terms.! The handbook <Environment and
Trade> of UNEP and II1SD presents a respective, actual overview. However, according to its
purpose it cannot elaborate in sufficient depth on the subjects of this study and take into account
gpecific questions in the realm of agriculture and sustainable economic devel opment.2

The presently dominating world market philosophy is almost exclusively based on the automatic
self-regulation of markets along the lines of general equilibrium. Therefore, new guidelines should
create an ingtitutional framework for consideration of those public welfare interests ignored by
the markets, particularly over the long term.

1 Also see the Annual Reports of the UNDP (United Nations Development Program), the WORLDWATCH
INSTITUTE, and the "DevELOPMENT AND PEACE FOUNDATION" (Global Trends, Fischer Taschenbuch Verlag).

2 United Nations Environment Programme (UNEP) and International Institute for Sustainable Development
(11SD), <Environment and Trade> Winnipeg 2000; http://www.unep.ch/etu



The drawbacks become apparent more quickly and clearly in agriculture and forestry than in
other economic sectors, since the former two naturaly involve long-term socia interests due to
their dependency upon natural processes.

This view of the problem led to the initiation of considerations on this topic — around one and a
half years ago. The origina task was to provide political decision-makers with basic arguments
which would help to ensure sustainable agricultural production methods and secure the food
supply in the upcoming WTO negotiations on trade in agriculture. However, it soon became clear
that important viewpoints and basic arguments would have to be elaborated anew. Furthermore, it
seemed that a differentiated view of Austrian agriculture as a case study was a so required, based
upon the respective ecologica and economic benefits. On the other hand, it also became apparent
that in some areas it was not possible to harmonize the present complex system of regulations in
the WTO to comply with the high demands of sustainability which are assumed implicitly or
explicitly.3 After the interim report was made, the commissioner criticized that the study lacked
the grounds for political implementation at the time. According to the nature of the subject, it is
only possible to indicate basic options for implementation.

In the fina version at hand, it is intended to take into account the above-mentioned problem as far
as possible. On the one hand, more space was alotted for the elaboration of the present world
trade system — i.e. the system of regulations of the WTO and GATT as well as the basic
economic concepts (Sections 11 and 111). On the other hand, the effects of these said conditions on
the agricultural sector will be elaborated and analysed in the following (Section 1V). Particular
atention is paid to the effects of agriculture and forestry on the state of the environment, as it
appears to be programmed on the basis of the present world trade system. A wide scope has been
dedicated to the complex situation of the Austrian agricultural sector within the global economy
as well asto ecologica problems and the issue of securing foodstuff supply (Section V). Sections
VI and, in particular, VII dea with possible concepts for solutions and recommendations.
Initialy, theoretical concepts for solutions in the fields of environment and agriculture were
sketched in order to present concrete suggestions in the following. These can only be proposals
and recommendations which could then form the basis of a thorough scientific andysis. Some
aspects proposed in the scope of this study may not necessarily be immediately implemented in
daily politics. However, in order to ensure that a uniform overal view is maintained, it would
appear important to indicate basic structural changes with concern to long-term strategic
planning.

The underlying cultural conflicts usually masked by current affairs (but decisive for them) are
discussed in the Final Reflections (Section VII1). The demand to imbed husbandry of nature into
a comprehensive concept of sustainability is also addressed. In the end the necessary changes of
the ingtitutional framework are thematised.

3 Thistakes placein the preamble and in panel decisions, however it is not adhered to consequentially.



Above al, this study should also contribute to reduce the lack of basic theoretical arguments,
which has been repeatedly criticized by trade policy-makers. The opposing parties in the WTO
process generally refer to a series of studies that they commissioned in order to support their
position. These usually have an "apologetic-interest character”; however, there is a blatant lack of
equivaent counter-projects.

In this connection the willingness of the members of the steering committee should be praised, in
particular, since they gave us their support in the form of critical remarks and expert input. The
members of this body thus had a significant part in this study. The steering committee members
were:

Prof. Dr. Hanns Abele, Institute of Economic Theory and Policy, Vienna University of
Economics and Business Administration

Dr. Gabriela Habermayer, Federal Ministry of Economic Affairs, Austria

Prof. Dr. Markus Hofreither, Department of Economics, Politics and Law, University of
Agricultural Sciences, Vienna

Walter Kucera, Presidents Conference of the Chambers of Agriculture in Austria

Josef Mayer, Federal Ministry of Economic Affairs, Austria

Dr. Karl M. Ortner, Federa Ingtitute of Agriculture, Austria

Werner Pevetz, Federd Ingtitute of Agriculture, Austria

Prof. Dr. Gerhard Poschacher, Federal Ministry of Agriculture and Forestry, Austria
Prof. Dr. Kunibert Raffer, Institute of Economic Science, University of Vienna, Austria

Prof. Dr. Uwe Schubert, Interdisciplinary Ingtitute for Environmental Economics and
Management, Vienna University of Economics and Business Administration

Dr. Walter Tausch, Federal Ministry of Agriculture and Forestry, Austria.

Gratitude is expressed to Prof. Dr. Senti (ETH Zurich) in particular for his willingness to
comprehensively eaborate the framework of WTO regulations in a separate project
commissioned by the Federal Ministry of Economic Affairs. Thanks to his consent and that of the

Federal Ministry of Economic Affairs, it was possible to integrate his study in the present
research report in the form of an essential basic component.

The members of team of the present project were:

- Dr. Katrin Forgd, Research Institute for European Affairs, Vienna University of
Economics and Business Administration

- Theodor Quendler, Austrian Institute for Regional Studies and Spatial Planning, Vienna



- Tobias Reichert, Giessen

- Bernd Schuh, Interdisciplinary Institute for Environmental Economics and Management,
Vienna University of Economics and Business Administration

- Dr. Sigrid Stagl, Department of Economics, Vienna University of Economics and
Business Adminiatration

- Franz Weiss, Department of Economics, Politics and Law, University of Agricultura
Sciences, Vienna

- Prof. Dr. Heinrich Wohimeyer, Austrian Association for Agricultural Research (OVAF),
Vienna.

Findly it must be remarked that due to the duration of the study, some of the data reflect the
current state of affairs in December 1998. This does not, however, undermine the validity or
content of the statements made. It should aso be mentioned that the project team agreed to
coordinate their individual contributions among themselves, yet each was written by a single
author. In this context, the individual authors themselves have the fina responsibility for the
content of their own contributions.

In summary, it can be stated that the present study does not intent to provide concrete
recommendations for negotiation in the upcoming round of trade negotiations, but it does
contribute to determine the present state of affairs and provide basic arguments. In addition, new
perspectives for negotiation are opened by questioning substantial stipulations and axioms of
current world trade theory and practice.



1.2 Preliminary Issues and Basic Considerations

Heinrich Wohlmeyer

According to commission, this study is based upon the concrete problem of trade in agriculture
and its contribution to the future sustainability of world development. The problems of the
ecologicaly sensitive and diverse agricultural production in Austrial will be given specia
consideration since it provides an advance warning and acts as a "seismograph.” Undesirable
developments manifest themselves first in sendtive ecosystems and forms of cultivation.
Furthermore, an attempt shall be made to consider old perspectives (e.g., GRAHAM'S paradox) as
well as novel ones to find new concepts and do justice to the apparently increasingly intolerable
state of the ecology and society.2 This will be achieved in the following sections after elaborating
the genera structure of the World Trade Organization.

[1.2.1 Thelntdlectual Coordinates

However, upon presentation of the magjor part of the preliminary details, it became apparent that
it would be impossible to make an informed judgement of the present developmenta dynamics
without delving into their basic paradigms. The complex phenomenon of the modern globa
economy and its inherent necessities require a closer examination from different angles and not
only from the perspective of a highly differentiated expert view. Granted, the latter is necessary,
however it is not sufficient.

Of particular significance for this project is the well-known fact that paradigms cannot be proven,
but only can be mediated in the form of basic values. The current world trade system arose from
an amost fundamentdlist belief in the free market economy's capacity to always increase the
standard of living. An Indian colleague in the banking sector expressed the latter at an
international seminar in the following words. "The WTO is the 'ingtitutionalized invisible hand'."
This unfailing belief in an invisible mechanism, which unites the egoistic tendencies of individuas
to the benefit of public welfare, leads to a simplistic (reductionist) perspective of the world in
which — in order to maintain it - important observations and even logical conclusions with the
opposite results are ignored.3

1 Austria encompasses around 40% of the Alpine mountains, and the climate ranges from dry in the east to slopes
with high precipitation in the west.

2 Refer to the Global Environment Outlook 1997 of the United Nation's Environmental Program (UNEP) and the
Human Development Reports over the past years of the United Nation's Development Program (UNDP).

3 The philosopher and sociologist Max HORKHEIMER (1895-1973) stated that one can recognize the limits of
scholarg/scientists best according to the phenomena they ignore or don't pay attention to.



Therefore an attempt must be made to indicate the axioms and ignorance upon which certain
behavioral patterns in world trade are based in addition to the classic arguments of established
thought patterns in the leading intellectua mainstream. This "mixed strategy,” including
philosophy, political science, human ecology, economics and ecology, will do justice to the
complex problem better than the almost useless argumentation with set limits or self-made limits
which often function as scholarly blinders. On the contrary, effort will be made to do justice to
the complex phenomenon by highlighting it equally from the viewpoints of severa different
disciplines (refer to Figure 11.2-1).

Figurell.2-1
Overview of the Necessary I nterdisciplinary Per spective
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Avoiding the disconcerting perspective beyond the field of one's own discipline seems to be
characteristic in economics, in particular.#

The following encouraging statement made by Nobel Prize laureate ERWIN SCHRODINGER also
contributed towards the decision to prove the necessity of a more comprehensive view: "If we do

4 The Nobel Prize laureate in economics of the year 1988, the Frenchman MAURICE ALLAIS, described this as
follows: "In order not to create friction, and to quickly achieve recognition and success in the ruling system, a
cleverly chosen arabesque (decorative element) is added to the dominating theoretical concepts, and it is borne
in mind that this should serve the economic powers. This takes place athough the current patterns of behavior
are increasingly destabilizing global economy and society, so that severe crises must follow." (Personal
conversation on the occasion of a guest lecture at the University of Economics, Vienna, 1989.)



not wish to give up our true objective for ever, there must be a way out of the dilemma: some of
us must dare to consider both facts and theories, even if information therein is partially second-
hand or incomplete, and they run the risk of being ridiculed.”

In this section an effort will be made to go beyond the bounds of the usua economic limits of
argumentation, in order to do justice to the task and not only glean recognition in the mainstream.
The intention is to demonstrate that the problematic agricultural issues are embedded in a wealth
of aother problems. This fact also helps usto redlize that the problems of the agricultural sector do
not lie in the insufficient adaptation of this sector, but in the lacking sustainability in the design of
our entire economy, of which the enormous ecological and economic deficits first become
apparent in those sectors that are closest to nature (refer to the following tabular "eye-opening
scenarios').

In particular in this section, the reader is invited to view a perspective which goes beyond the
usual bounds of discipline in order to provide a fair judgement of the rules and regulations of
foreign trade policy.

[1.2.2 On the Concept of Foreign Trade Policy

11.2.2.1 Badc Preliminary Remarks

Current foreign trade policy has been characterized by two historical processes, in particular: the
experience of the negative results of the upward spiraling protectionism of the 1930s, and the "re-
education" of Europe and Japan after World War 11 by the winning force, the United States of
America It practically called for a crusade in the name of modernization and globalization, at the
climax of which we presently find ourselves® Since the heated discussion based upon the
reflections of S. HUNTINGTON,® at the latest, the world's view of the intellectual and military PAX
AMERICANA has been relativized. The obvious interest-bound world view of the Western
Hemisphere increasingly jeopardizes its universal acceptance eo ipso. In other words, the "holy"
cause of human rights and the connected concept of democracy are loosing their credibility,

5 The dominating manner of American trade delegates at the WTO negotiations and the way they tread upon all
individual cultural reservations are a clear indicator thereof.
In a lecture on Globalization and Ethnicity entitled: "Der Kulturkampf zwischen universalisierter und
fragmentierter Kultur" in the scope of the European Alpbach Forum 1998, M. Bock labeled this "the
destruction of the conquered culture," a phenomenon that also manifested itself in the humiliating and willful
destruction of cultural monuments in the air bombardments towards the end of World War 1I. The fact that "the
modernization and globalization theories became so influential, is not by any means the result of their general
scientific strength and superiority, but the result of an exceptiona historical situation and the political
willpower of the USA."

6 HunTINGTON, S.P., The Clash of Civilizations and the Remaking of World Order, 1% Edition, Simon &
Schuster, New Y ork, 1997.



because they are being misused.” Yet it is this very combination which might gain mutual
acceptance by al cultures and religions.® This would permit a worldwide humanisation of
increasingly inhuman economic dealings.

Remarks on the Historical Genesis. While the Christian occidental tradition considered
economics to be ethically founded,® modern economic philosophy has succeeded in shaking off
this ethica basis, for the most part. Milestones in this process congtitute the plutocratic
interpretation of J. Calvin's theory of predestination in the 16th centuryl0 and the invention of the
"invisible hand" by the mora philosopher and economist A. SMITH in the 18th century. He still
considered economics to be ethicaly founded and limited by "well-meaning self-interest,"
however the adjective "well-meaning" was increasingly superceded or egoigtically interpreted.
The continuation of the process of shaking the ethical basis is reflected by the term "inherent
necessity" coined at the end of the 19th century. In accordance with it, the negative consequences
of one's own actions for a third party must be considered unavoidable in a prescribed system
which one cannot change. Actions taken at the cost of a third party were thus given mora
legitimization. Since negative interpersona feedback cannot take place in an anonymous large-
scale system, 11 less consideration is taken of others and the rest of the world, and rules of the
game become increasingly brutal 12

This is enhanced by the recent neo-naturalism of neurophysiology, which postulates that it may
only be a question of time until all states of consciousness and behavioural pattern can be
explained neurochemically.13 However this would bresk down our traditional moral basis.
Freedom of decision would yield to a new determinism. Crime and punishment would no longer

7 The ail interventions in the Persian Gulf, which took place in the name of human rights, and the support of
repressive, dictatorial regimes in the name of democracy played alarge role in this process.

8 A corresponding plead was published by a professor of International Relations born in Damascus, Bassam TiBl,
in: "Die Presse" dated 24/25-4-1999, Spectrum, pp. I-11 entitled "Mit dem Kopftuch durch die Wand?' Also
refer to his book: "Die neue Weltordnung — Westliche Dominanz und islamischer Fundamentalismus.”

9 Refer to the wedlth of medieval literature about fair prices. The discussion primarily called for by the
"developing countries’ with concern to fair pricesis disregarded in the international world as "anachronistic.”

10 calvin's theory was based upon the simple formula: Whomsoever God blesses in heaven, will already be blessed
by Him on Earth. These blessings are expressed in wealth. This legitimized the amassment of wealth without
guestioning where it came from, and even made it appear desirable. American culture is strongly characterized
by thistradition (New Y ork was originally New Amsterdam).

11 |t is an established economic fact that anonymous markets function "more efficiently” in the form of models,
since they then can not be "distorted” or "hindered" by diverse considerations. The Nobel laureate K. LORENZ
described this fact with the following statement: "The human inhibition to kill decreases by the square of
distance, just as radiation does."

12 |n this context, the Polish-English sociologist ZYGMUNT BAUMANN speaks of a "secretly induced brutalization,"
which goes as far as to redefine the problem of poverty in terms of "criminalizing and medication,” in order to
culturally negate the return of the poor and the weak. (Article: "Die Angst, die durch die Hauser spukt,” in: "Die
Presse”, I-11, Vienna 13-3-1999.)

13 The wealth of related literature is presently increasing. The European Alpbach Forum 1999 with the general
topic of "Material, Mind and Consciousness' provided an overview in this respect as well as insight into the
dominating stance of the association of neurophysiologists. Brain researcher WoLF SINGER states that it will
eventually be possible to trace all brain functions down to "interactions between material components' (quote
according to SITTE, P. (Ed.), Jahrhundertwissenschaft Biologie: Die grofen Themen, Beck Verlag, Munich,

1999.



exist. Altruism and consideration would be interpreted as group-preservation, i.e. self-
preservation. In the wider context of society, however, one's own genes would be able to
dominate. The latter literally means that it is "natura" to exploit others and our environment to
our own advantage. The consequences of the new ideology of disinhibition are not yet
foreseeable, just as the primitive ideologies of the "master race” and fascism were underestimated.
However, since this is currently being popularized, there is the eminent danger that it becomes so
widely effective that it not only leads to a further disintegration of social cohesion, but also to an
unexpected brutalization of economic dealings.

The development of rules favoring the economic powers and the opening up of the entire world
for their ambitions come anlong with ideologies justifing those powers. When viewed from this
angle the concept of "unconditional free trade" appears in another light. A world trade policy that
only serves to strengthen the economic powers, and excludes the local physical and psychologica
well-being, cannot actually increase the level of prosperity. Quite the opposite, it requires the
freedom and protection for shaping local social and cultura structures, which can enter into fair
competition with each other.14

The latter issue was clearly elaborated for the first time already at the beginning of the 16th
century by THOMAS MORE in his socia parable "Utopia."1® He describes how the ideal state on
the peninsula Utopia comes into difficulty because of imports which are produced without
regarding the socia rules of the Utopians (consideration of others human beings as well as
nature), under the conditions of imperfect market information and open borders (Utopia is
described as a banana-shaped peninsuld). Prince Utopus, aong with the entire population,
therefore decides to dig 