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The salient issue regarding the future of the World Trade Organization (WTO), the International Monetary Fund 
(IMF), and the World Bank is not whether organized street demonstrations can disrupt their meetings. Nor is it the 
inability of the more than 130 member countries in each of them to reach agreement at any particular meeting on 
the complex and politically sensitive issues they must confront. It is, rather, whether each of them still performs the 
valuable function of facilitating global economic growth, development, and stability in ways that other institutions, 
or the unfettered workings of the market, cannot.  

This does not mean that these organizations should be immune from constructive criticism or that they can 
operate without taking into account the nature of the times. Much recent criticism, however, cites particular failures 
of the institutions-such as a number of questionable environmental decisions by the World Bank and the 
underestimation by the IMF of the extent of the economic fallout in East Asia when the financial crisis erupted in 
Thailand in 1997-merely to advocate their complete elimination. There is considerable trashing of the three 
institutions by ideologues from both the left and the right. It is no secret that the Heritage Foundation and the Wall 
Street Journal will mercilessly attack the IMF and the World Bank at every opportunity, and that Pat Buchanan, 
Ralph Nader, and the AFL-CIO can be counted on to castigate the efforts of the WTO to facilitate open trade. Such 
ideologues are rarely receptive to information that contradicts their preconceptions.  

The WTO (and the General Agreement on Tariffs and Trade before it) was created in order to reduce the trade 
barriers that were so destructive of international economic development in the years between the two world wars. 
The GATT was remarkably successful in this task, so much so that tariffs of developed countries have largely 
ceased to be impediments to trade, and quantitative restrictions on industrial products are the exception and not 
the norm. As border barriers diminished, the GATT turned to other tasks, such as internal measures designed to 
impede the flow of goods, such as marketing structures within countries, and liberalizing trade in information, 
financial, and other services. The dispute-settlement system in the GATT was flawed in that the country against 
which a complaint was lodged could effectively block efforts to examine the issue. The revised dispute-settlement 
system in the WTO was pushed by the United States to overcome this problem. Criticism from those who argue 
that the United States sacrifices its sovereignty when it loses arbitration decisions, deliberately ignores the fact that 
the United States, which wins more cases than it loses, cannot win all of them in the WTO's quasi-judicial conflict 
resolution structure.  

Perhaps the major function of the WTO is to provide a forum for international discussion and then implementation 
of trade policy. If there were no WTO, a replacement body would have to be invented because international trade, 
by definition, involves many nations. The virtue of the WTO is that it provides a rules-based system rather than 
one under which all disputes are resolved by power contests. Do the critics of the WTO really want the United 
States to dictate to the rest of the world what the relationships should be between trade and the environment, or 
trade and labor? Would they really want trade disputes resolved by retaliation and counterretaliation, rather than 
discussion? Is trade war superior to trade jaw-jaw? I think not.  
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The IMF is undergoing considerable change. Secrecy is giving way to transparency. Lawrence Summers, the U.S. 
treasury secretary, has suggested that the IMF focus on short-term crisis prevention and resolution, and not seek 
to replace the private market for long-term provision of credit. Should the IMF also provide large-scale emergency 
assistance, conditioned by corrective action taken by the affected country, in those exceptional cases when a 
crisis might compromise the larger financial structure? This was the case in Mexico in 1995. This is an area where 
reasonable people can disagree. I think it should, whereas Allan Meltzer, the chairman of the Advisory 
Commission on International Financial Institutions, wrote at the time that it should not. Meltzer's concern was over 
moral hazard. He argued that the IMF and the U.S. Treasury, were bailing out private investors (which they were), 
and that getting out of these crises should be left to the workings of the private market. Yes, the private market 
would eventually have resolved the problem-just as the Great Depression in the United States in the early 1930s 
would have been resolved without government intervention-but over a longer time frame and with more protracted 
suffering. Mexico returned to a solid growth path less than a year after the bailout and repaid its emergency debt to 
the United States, with interest, well in advance of the due date.  

The current emphasis of the World Bank is on poverty reduction and away from infrastructure financing. In point of 
fact, the new emphasis omits the earlier rationale that poverty reduction is best achieved in an atmosphere of 
economic growth and that economic growth requires infrastructure, such as farm-to-market roads, good seaports 
and airports, irrigation, and water purification facilities. The World Bank president makes the indisputable point that 
development is a holistic endeavor that must involve education and healthcare, as well as physical facilities.  

Demonstrations to achieve change in public policies is a legitimate and traditional tool in the United States. The 
Million Mom March in Washington, D.C., on May 14 in favor of gun control is the latest example of this. Martin 
Luther King drew large and peaceful crowds seeking an end to racial division. These demonstrations were based 
on achieving specific objectives, whereas those in Seattle and Washington directed against the WTO, the IMF, 
and the World Bank were inchoate and intended more to demolish than to build. One positive objective of the 
demonstrations against the IMF and the World Bank was to advocate debt reduction for the poorest countries, an 
initiative the IMF already had taken. 

There is clearly a philosophic divide in the country concerning the role of international economic institutions. The 
only common ground among the demonstrators that I could discern was distrust of large, transnational 
corporations. This led the disparate group to disparage the very institutions that foster international cooperation 
among governments. On the other side of this divide is the belief that there is an intergovernmental role for 
promoting trade, since without it the poor countries will never develop; that the international community should 
seek to prevent and mitigate financial crises when prevention fails rather than stand by regardless of the 
consequences; and that concessional loans and grants to developing countries are worthy endeavors. The details 
of how these tasks are accomplished must change over time and are not necessarily ideal at present, but U.S. 
destruction or withdrawal from these institutions would be a tragic error. 

 


