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THIS year’s World Economic Forum meeting at Davos ended with renewed commitment to global challenges particularly to the UN Millennium Development Goals, as UN chief Ban Ki-moon stated: “Too many nations have fallen behind and … We need new ideas and fresh approaches”.

The WEF Report, Risks 2008, focuses on four emerging issues which will impact the world economy in the decade ahead –– systemic financial risk, food security, supply chain vulnerability and energy deficit. There was reiteration by the world leaders and industrialists that there are inherent constraints of capitalism, and that there is need for new ideas to address the global risks.

At the outset the question arises whether the global risks and crises are invented to fit a ‘theory’ for projection of ‘neo-liberalism’ or is it a historically determined fate? Neo-liberalism has emerged as a powerful force during the last two decades. This ideology aims at reinventing or revitalising the economic governance in developing countries.

The issues raised by the existing debate are organised around: (1) neo-liberalism has encompassed all sectors of the governance of public sector to refrain it from economic governance, and to restructure the economy to incorporate business-friendly ventures. (2) This is opposed to the post-war ideology of a welfare state, development planning and an expansive public sector. (3) This basic shift in economic governance demands the state to be in line with the ideology of market superiority and anti-welfareism. (4) Structural adjustment is the classic example of neo-liberal propensity in South Asian as well as Latin American countries.

The countries which have undergone structural adjustment met no better fate and do not present ‘free market’ as a successful model for development. Like other developing countries, Pakistan also had structural adjustment programme since 1980s which produced shattering results. The developmental focus in 1970s and early 1980s –– poverty reduction and good governance –– was changed in late eighties through neo-liberal market oriented economy on the assumption that economic failures of the 1980s are closely related to the debt crisis.

These reforms called for privatisation, opening up of economy to international trade, reductions in the level of government expenditures, liberalized foreign investment, deregulation, etc. By the time 1990s ended, this revival of economic liberalism caused high inflation, trade deficit with lower GDP.

Social development indicators show that poverty and illiteracy increased, income inequality widened in this ‘failed ‘decade, indirect taxes as a source of revenue were enhanced which made middle class and the poor suffer most during this period. Moreover, market-led strategies weakened the state-led growth polices particularly for import-substituted industrialisation. Institutional capacity was undermined and the country was not free to design or implement economic policies.

Consequently Pakistan had to stay on excessive foreign borrowing and ideally when a country borrows, it does it on the assumption that borrowed resources will be invested wisely, productive capacity will be increased and investments will produce returns that will allow the interest on the loan to be paid.

The policy intervention by IFIs did not allow Pakistan to spend money for investment purposes, its debt exceeded 90 per cent of its GDP and debt servicing accounted for over half and as per a study by ADB in 2001, Pakistan was the only country in South Asia to be classified as a severely indebted country, due to its inability to service external debt.

Therefore, neo-liberal economic measures actually did contrary to what these aimed at –– integrating the global economy, and transforming production systems and labour markets around the world. In fact, these policies were aimed at helping creditors, not their debtors. This system created riches for multinationals and North.

If we look at the development doctrine of 1950s, it does not show any kind of intervention in the economic and political governance of the recipient county. That was also a time of national liberation movements, many countries got their freedom and world was on a progressive agenda. So, how the great transformation of 1944 became the regressive transformation of economic, political and social systems?

The question is that why we have reached a stage where evidently neo-liberalism has become the dominant economic doctrine of the world. The basic stress of the neo-liberal ideology is on free markets. This ideology also got popular intellectual support in early 1980s as stated by economists like Friedrich von Hayak and Milton Friedman. They said that owing to global depression and debt crises a range of policies, contrary to Keynesian welfare state advocacy, of market led competitive state were required. Therefore, an aggressive programme for re-structuring the economy was designed.

On the one side, International Financial Institutions, IMF, WB and WTO have been employed to advocate the neo-liberal economic policies in developing world. The history of the last two decades shows this ideology has failed as reflected in financial crises of the East Asian countries and failure of structural adjustment programmes in Latin American, Africa and South Asian countries. However, fact remains that we all are being forced to live with this ideology created by rich states to capture the world markets.

Nevertheless, during 1990s this term ‘neo-liberalism’, became the major rallying point of discussion and aggressive assertion against the so called “Washington Consensus”. Resultantly there was a struggle to defeat this ideology and anti-capitalist protest rallies were held at Davos, Genoa, Melbourne, Mumbai, Seattle, and Zurich. The World Social Forum is the product of such rallies with the slogan of Another World is Possible.

The academics, economist, theorist started to debate on the basic elements of neo-liberalism. Major disagreement persists between neo-liberal doctrine of self-regulating markets and every day reality of economic stagnation, inequality, destructive competition, greater poverty and social insecurity.

