
	  

December 2011 

Dear Members, 
 
Welcome to the December 2011 edition of the GCEL Newsletter! The year 2011 
was full of successful achievements and milestones. GCEL concluded two major 
Partnership Agreements in both the Americas and the MEA regions, and 
convened several Events raising Awareness about the HumaWealth Program 
and inviting major finance, insurance and technology firms to take part in the 
Global Network to deploy the Digital Economy Platform. 2012 almost here and 
preparations are already underway as new events and activities are planned 
during the next months. 
 
Happy holidays! 
 
GCEL Executive Committee 
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NO CHANGE 
The Economist 
10 Dec 2011 

WHEN trying to persuade Congress in 2000 that China should be let into the 
World Trade Organization (WTO), America's then president, Bill Clinton, knew 
how to win over the skeptics. China's admission, he said, was likely to have “a 
profound impact on human rights and political liberty”. A decade on, China's 
disappointed liberals no longer suggest that freer trade will speed political 
reform. 

China's media have been trumpeting the tenth anniversary on December 11th 
of the country's WTO accession. In China as much as in America, the event 
was seen as of far greater importance than a mere pledge by China to 
reduce barriers to its markets (moves towards which had long been under 
way). For both countries it was a crucial part of restoring calm to a 
relationship that had been marred by annual fights in Congress over whether 
to keep granting China most-favored-nation trading status (as enjoyed by 
most of America's other trading partners). Mr. Clinton's remarks preceded 
bitterly contested votes in Congress in 2000 that ended the annual renewal 
process and ensured America would share any benefits from the market-
opening measures pledged by China on entering the WTO.  

Chinese officials did not share Mr. Clinton's belief in what he called the “quite 
extraordinary” change that the WTO would bring about in China, politically as 
well as economically. Such views were bolstered in the West by supportive 
comments from some Chinese dissidents. (“Before, the sky was black; now it is 
light. This can be a new beginning,” Mr. Clinton quoted one of them, Ren 
Wanding, as saying.) 

But even the man seen by many in the West as China's arch (economic) 
reformer, the then Prime Minister Zhu Rongji, had no truck with such views. A 
recent four-volume set of Mr. Zhu's speeches, including many not previously 
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published, shows him to have shared hardliners' concerns about perceived 
Western efforts to undermine Communist Party rule in China. “Western hostile 
forces are continuing to promote their strategy of Westernising and breaking up 
our country,” he told provincial officials in one now-declassified speech, four 
months after China had joined the WTO. He accused such people of 
conducting “infiltration and sabotage” in an effort to foment instability, pointing 
to large-scale protests early in 2002 by workers in state-owned enterprises 
(independent observers detected little if any sign of foreign involvement). 

Mr. Zhu's reformist zeal in the economic realm helped to foster the impression of 
a country willing to take considerable political risks in order to create a more 
market-driven economy. The then party chief, Jiang Zemin, was also pushing 
through a controversial revision to the party's constitution to allow owners of 
private businesses to become members. But high hopes among some Chinese 
liberals faded as the decade wore on. 

Cao Siyuan, who heads an independent think-tank in Beijing, says he and like-
minded intellectuals were “over-optimistic” about the ability of the WTO to 
promote further change, such as the development of a robust and independent 
legal system. The last decade has seen huge social changes, but these have 
been a legacy mainly of pre-WTO membership reforms, such as the privatisation 
of housing and the loosening of controls on internal migration. 

And with the Communist Party again facing a big leadership shuffle next year, 
few believe that long-neglected political reforms will be revived any time soon. 
Mr Cao has recently published a call for a “division of powers” within the party 
as a step towards making China more democratic. He claims many in the party 
support such a notion, but do not dare say so openly. Mr. Cao says police 
stopped him from leaving his home during the visit to Beijing in August by 
America's vice-president, Joseph Biden. 

In his speech in 2000, Mr. Clinton said that WTO membership would accelerate 
the shrinkage of the state-owned sector, which had been “a big source of the 
Communist Party's power”. This, he said, would lead to “profound change”. 
Many liberals complain, however, that remaining state firms not only stil l control 
the commanding heights of the economy but also are in some cases stepping 
up their resistance to encroachment by the private sector. In recent years 
officials have increased their efforts to ensure that party cells are set up in 
private firms. Several local governments have started requiring private 
companies to contribute about 0.5% of their payrolls to sponsor party activities 
on their premises. 

Such was the seeming status symbol of WTO membership a decade ago that 
few in China openly criticized the decision. A Beijing academic, Han Deqiang, 
was a rare exception. His book, “Collision: the Globalization Trap and China's 
Real Choice”, gave warning of an American plot to use the WTO to 
“Westernize” China. He remains a fierce critic. Karl Marx, he says, would have 
agreed with the view that economic liberalization leads to political change. “It's 
a matter of time,” he says. Perhaps Mr. Clinton can draw comfort. 
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RUSSIA BECOMES WTO MEMBER AFTER 18 YEARS OF TALKS 
BBC News, Business 
16 December 2011   

Russia has finally joined the World Trade Organization (WTO) at a ceremony in 
Switzerland on Friday, after 18 years negotiating its membership. 

The Swiss brokered a deal between Russia and Georgia earlier this year that 
removed the last obstacle to Russia's accession. 

Georgia had tried to block Russia's WTO entry since the two countries fought a 
short war in 2008. 

Russia was by far the biggest economy yet to join the global trade body. 

It is also the last member of the Group of 20 major economies to join, after 
China gained membership in 2001. 

"This result of long and complex talks is good both for Russia and for our future 
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partners," President Dmitry Medvedev said in a message to a WTO ministerial 
meeting in Geneva that formally approved Russia's membership. 

The White House said US President Barack Obama called Mr Medvedev to 
congratulate him on Russia's admission. 

Business environment 

The 153-member WTO provides a forum for international trade liberalisation 
agreements, which it polices - deciding when rules have been breached and 
when retaliatory trade sanctions can be imposed. 

The removal of trade barriers is likely to stimulate greater and more diversified 
trade between Russia and the rest of the world. 

Some estimates suggest Russian membership will help to boost its economy by 
tens of bill ions of dollars each year. 

Russia is Europe's third largest export market, while Russia's own exports have 
been dominated by oil and gas. 

"Better and improved allocation of resources within the country... from less 
competitive to more competitive industries" would be a major benefit to the 
country, according to Ivan Tchakarov, chief economist at Russian brokerage 
Renaissance Capital. 

But he told BBC Radio 4's Today programme that he thought the biggest and 
least talked about benefit could be an improvement in Russia's business 
environment. 

"By becoming a WTO member, Russia will have to import certain rules and 
regulations that will address the very issues that foreign investors usually 
complain about, like corruption, the protection of minority shareholders, the 
independence of the judiciary." 

Remaining hurdle 

One reason the agreement was finally reached was because of a change of 
heart in the Russian leadership, according to Mr Tchakarov. 

"Since the 2008-09 [global financial] crisis there has been a certain recognition 
at the very high level in Russia that... Russia will have to open up a little bit to 
foreign investment, because this is the only way for Russia to become a more 
competitive economy," he said. 

Ahead of the signing ceremony, Russian officials were talking up the benefit of 
the deal, which will stil l need to be ratified by the Russian parliament in the next 
six months. 

"This will create the right conditions for the further improvement of our business 
climate, for an influx of foreign investment and for boosting Russian exports 
while also retaining the possibility of giving support to our key branches of 
domestic economy," said Russian foreign ministry spokesman Alexander 
Lukashevich. 

"We are achieving a completely new level of integration into the global 
economic system." 

The deal with Georgia that opened the way for Russia to join hinged on the 
international monitoring of trade along the mutual borders of Abkhazia and 
South Ossetia. 

The two provinces have broken away from Georgia and are recognised as 
independent states by Russia. 

However, the agreement may stil l face a hurdle in the US, where existing 
legislation left over from the Cold War era blocks favourable trading relations 
with Russia. 

But Mr Tchakarov at Renaissance Capital said he believed Congress would 
agree to eliminate the laws, as past disputes with Russia over agriculture and 
intellectual property rights have now been fully resolved. 



	  

	  

BRAZILIAN ECONOMY OVERTAKES UK'S, SAYS CEBR 
BBC News, Business 
26 December 2011   

Brazil has overtaken the UK as the world's sixth largest economy, an 
economic research group has said. 

The Centre for Economics and Business Research (CEBR) said its latest World 
Economic League Table showed Asian countries moving up and European 
countries falling back. 

The CEBR also predicted that the UK economy would overtake France by 
2016. 

It also said the Eurozone economy would shrink 0.6% in 2012 "if the euro 
problem is solved", or 2% if it is not. 

CEBR chief executive Douglas McWilliams told BBC Radio 4's Today 
programme that Brazil overtaking the UK was part of a growing trend. 

"I think it's part of the big economic change, where not only are we seeing a 
shift from the west to the east, but we're also seeing that countries that 
produce vital commodities - food and energy and things like that - are doing 
very well and they're gradually climbing up the economic league table," he 
said. 

A report based on International Monetary Fund data published earlier this 
year also said the Brazilian economy would overtake the UK in 2011. 

Brazil has a population of about 200 million, more than three times the 
population of the UK. 

Brazil's economy grew by 7.5% last year, but the government has cut its 
growth forecast for 2011 to 3.5% after the economy ground to a halt in the 
third quarter, with analysts blaming the country's high interest rates and the 
worsening situation in the eurozone. 

And although Brazil currently sells more to China than it imports, Brazilian 
manufacturers have complained that their industries are being affected by 
cheap mass-produced goods from the Asian giant. 

The CEBR also said that Russia moved up one spot in its league table to ninth 
in 2011, and predicted that it would rise to fourth spot by 2020. 

It predicted that India, the world's 10th biggest economy in 2011, would 
become the fifth largest by 2020. 

And it said European countries would drop down the table, with Germany 
falling from fourth in 2011 to seventh in 2020, the UK from seventh to eighth, 
and France from fifth to ninth. 
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