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IN a recent commentary in this newspaper, there was a discussion about the threats which globalisation could face in the future (“How Globalisation could fall apart”, EBR, April 3, 2006). The main point of reference was Harvard historian Niall Ferguson’s observation on this matter.

I propose to examine some further dimensions of this issue. Lately, several observers have been suggesting that globalisation is about to become just a virtual reality leaving much of the every-day life untouched. There is no easy or a single answer to this question. It seems, however, that its main feature — global organization of production — may survive as its enduring legacy, albeit with some modifications within the framework of the existing nation states.

If this comes to pass, it will deliver a serious blow to the convergence model which is the central point of globalisation. According to the predictions of the model, the global economy would become so powerful as to render the traditional national boundaries meaningless. The nation state does seem to refuse to whither away.

This point needs some elaboration. I propose to explain it with reference to globalisation as it is prevalent today. For the lack of a proper term, it may be called ‘economic’ globalisation — a term which encompasses the modern revolution in travel, trade, finance and other services, communications, transportation, and disembodiment of technology (production of parts separately) — with global organization of production as the centre of attention.

The economic globalisation, in its current phase, should be of direct interest to the developing countries including Pakistan. No doubt, it is creating a dilemma for the developed countries. It is important to note that the present economic regime is not a spontaneous growth. It is largely an artifact of American power, and it was constructed in the belief that it would serve American interests. The consequences, some of them unanticipated, seem to show that the system is not working to America’s advantage.

It would be useful to recall that the Bretton Woods system was created to establish an international economic order for welfare states promoting their national development through a regime of fixed exchange rates and control on short-term capital movements. In 1970, the first shock to the system came with a move to floating exchange rates.

In the meantime, the US corporations started to increase their activities abroad, partly to avoid the growing competition at home. In this framework, the US foreign policy showed clear signs of hegemonic interests in promoting a neo-liberal international economic order.

This development was encouraged by a shift from the Keynesian economic thought, which was replaced by the paradigm of free market advocated by economists such a Frederick Hayek and Milton Friedman. It was soon realized that the neo-liberal agenda would require nation states to establish a framework to protect and promote its objectives through suitable rules and regulations, including legal guarantees. Trade-related intellectual property rights constituted a major feature of this framework. The purpose was to facilitate a free flow of goods and services, and to establish favourable conditions for outsourcing production processes, wherever the necessary skilled manpower was available.

Not all the assumptions materialised, however. It was expected, for example, that capital mobility promoted by the global system would take advantage of abundant labour available and domiciled in the developing countries. This expectation has backfired.

The US has discovered, for example, that a large number of workers from some of neighbouring countries would rather move to the US in search of jobs to take part in the American dream. A similar movement is taking place in western Europe.

This unexpected phenomenon has in fact disturbed the economic equilibrium in the West. In Europe, they are trying to stem the tide. In the US, a most virulent type of nationalism, bordering on jingoism, fences and walls, has taken hold of the national psyche. Staying afloat in a sea surrounded by the hungry poor is an old idea, a part of the American thinking. In 1974, Garret Hardin, an ecologist and a microbiologist, promoted it in his view on “Living on a lifeboat”.

There is now a deeper challenge, however, which has caused considerable alarm in the Europe, and in the US. The migrant Polish plumbers, for example, pose a serious threat to the higher-paid French plumbers in France. The outsourcing practised by US corporations, as well as import of other cheaper goods, is weakening the bargaining power of the US labour, and also causing unemployment, especially among middle-aged workers. In some circles it is claimed that the globalisation is decimating the middle class and gutting the country’s social regulating

system.

The defenders of globalisation point out, however, that the country has gained a lot from this phenomenon. The Chinese goods are cheap, for example, and the US has managed to maintain a large trade deficit from its imports. It is also suggested that only about a quarter of the labour force would be harmed which is under direct competition from abroad. The other three-quarters are either not affected by it, or are in fact gaining from this trade. The issue has become quite explosive, however.

In Europe, France is resisting globalisation in favour of maintaining job security. They do not accept that labour should become a commodity, which they regard as an Anglo-American concept. In some Scandinavian countries, they are meeting the challenge by means of social security, flexible unemployment insurance, and liberal re-training programmes. This is the economic globalisation with a Catch 22. The system was assumed to be self-adjusting with free flow of goods and capital. Trade restrictions continue to haunt the world economy, however. The WTO targets may not be met in accordance with its timetable. And no global governance seems to be visible on the horizon, either.

One may suggest that the present hegemonic dominance by a single power may be diffused into bi-polar or even tri-polar regimes linked with each other through mutual interests. It is because the clock really cannot be turned back and technology carries no passport.

The movement of people and ideas across boundaries to distant lands started long, long time ago. Great civilizations emerged in and around the Ancient Middle East. They were cosmopolitan within their own territories, and they kept a sort of equilibrium among them. Spread of Buddhism, Christianity and Islam extended the emerging common bonds among people.

Legends about the Vikings, and the stories of Chinese sailors, and later the Arab traders travelling across the seas are well known. It is now being suggested that the Chinese may have visited the North American coast long before the Vikings did. Christopher Columbus, Vasco da Gama, and James Cook were not in the same league as the above explorers. Their objective was to extend the hegemonies they represented to establish claims on distant lands.

The man who has left a legacy for pursuing a deep curiosity about people and places in the globe is Ibn Battuta. He can easily be named as the first pioneer of globalisation, if it means promoting links among diverse people for mutual benefit. There may have been many other travellers who lie behind the cloak of anonymity.

Born in 1304 to a family with a tradition of judicial service as qadis, he embarked on his pilgrimage to Makkah to broaden his education at the age of 20. He soon discovered, however, that his key passion was ‘to travel through the earth’. His description of life in India, and his account of the administration of the Sultanate of Delhi, evoked scepticism at the time, but has been borne out by historians. As an emissary of the Sultan Muhammad of Delhi he had an opportunity to travel to China.

The message of Ibn Battuta in the context of modern times is that people living in distant lands do have a common bond: to promote quality of life. The main spirit of reciprocity is missing, however, in the economic globalisation as it has emerged. The highlight of the current neoliberal global project is to protect corporate interests, says James K. Galbraith (Nation, New York, April 15, 2006). But to bring global justice to global markets requires global institutions to regulate global business. But these institutions are dominated by the elites who oppose social justice — globalisation’s Catch 22.

There is a contradiction in the American approach to world trade and investment. Under the influence of its corporate interests, it promotes Nafta, for example, an inner-directed trade arrangement with Canada and Mexico. At the same time, it wants other countries to open up their doors for an unhindered flow of its goods and services under the umbrella of free trade.

Nobel laureate Joseph E. Stiglitz, in the same issue of Nation, suggests that what is needed is to temper globalisation, not withdrawing behind protectionist borders, and not by enhancing the well-being of the US citizens at the expense of those abroad who are even poorer.

Globalisation needs to be reshaped to make it more democratic. Also, social safety nets should be strengthened to cope with its consequences. In this regard Stiglitz says that the Scandinavians countries have shown (as already mentioned above) that there is an alternative to cope with globalisation. Full employment and social safety nets, for example, enable individuals to undertake more risks (with commensurate rewards). These countries have not abandoned welfare state but have fine-tuned it. The US on the other hand has one of the worst unemployment insurance, thanks to the prevailing neoliberal agenda.

What is going on in the US gives us a clear message: one of the greatest achievements of the twentieth century has been the social contract that provided far more security and prosperity for working Americans than had existed in any previous period. It is in jeopardy because of the economic philosophy which puts the freedom of capital above the interests of society.

Niall Ferguson cites several examples which show how foreign enterprises are receiving hostile or humiliating reception in the US. His remarks clearly seem to imply that the US preaches free trade abroad but has a strong preference to practise protection at home. Also, he indicates that a natural disaster of the type of the 1918-19 Spanish influenza pandemic could kill the current wave of globalisation. But there is another, more invidious danger, which is already a reality. Global warming and climatic change are gradually affecting the life on earth as we know it. As we are aware, the world resources are not unlimited, nor can they be utilised without creating side-effects such as polluting gases and waste.

Water scarcity is a real possibility in a country such as Pakistan. It has already become a serious problem for many other countries. In general, when the world’s natural resources were in demand mainly by the Western industrial economies, they seemed to be in abundant supply. With industrial output spreading and with the middle classes rising in large countries such as China and India, the scramble for these resources has already become real.

Another Catch 22: there is no prospect for humanity, declares Gray, to opt to revert to a pre-industrial way of life. He says: “As the reverse side of globalisation, environmental crisis could well derail it. If there is a way forward it lies in the intelligent use of science and technology to develop less dangerous sources of energy; but it is a mistake to think that a large change in the way we live can be avoided ... There is sure to be large scale disruption and conflict ... The defining feature of industrial civilization ... is exponential growth but such growth is eventually self-limiting.”
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