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In this excerpt from Francis Wheen’s hugely enjoyable book - How Mumbo-jumbo Conquered the World – he concisely dissects and lays bare the contradictory, exaggerated and often historically short sighted claims and counter claims about globalisation made by a wide range of pundits, commentators and self-promoting academics and institutions.
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“Meanwhile down at the mall there’s a mid-season sale. Everything’s discounted – oceans, rivers, oil, gene pools, fig wasps, flowers, childhoods, aluminium factories, phone companies, wisdom, wilderness, civil rights, ecosystems, air – all 4.6 billion years of evolution. It’s packed, sealed, tagged, valued, and available off the rack (no returns).
As for justice – I’m told it’s on offer too. You can get the best that money can buy.”

Arundhati Roy, 2005, An Ordinary person’s guide to Empire,

(Viking/Penguin, New Delhi), pp42-43.

The Asian financial panic of 1997, a contagion that later spread as far as Russia and Brazil, was a direct consequence of American insistence that countries such as Thailand open their capital markets to foreign funds – even if the countries in question, with a tradition of high domestic savings, had no particular need of extra capital, and even though there was no evidence that unhampered capital inflows necessarily brought higher growth. Far from it: as the Asian economies learned in 1997, the foreign money that flows in so easily can rush out again with even more startling suddenness, as irrational exuberance gives way to equally irrational pessimism. Although the International Monetary Fund (IMF) tells governments to accept the ‘discipline’ of capital markets, in practice these markets have routinely proved themselves to be undisciplined, reckless and downright fickle.

The exodus of dollars caused a problem which soon transformed into a major crisis by the IMF’s austerity measures. In Indonesia, at Washington’s behest, interest rates reached 80 percent and the government had to abandon its attempts to subsidise the cost of living of the poor through price controls on essential goods such as kerosene. The result of this externally imposed ‘cure’ was a 20 percent fall in gross domestic product. Undaunted, the IMF quack-doctors were soon dispensing the same remedy elsewhere: Brazil was ordered to borrow $42 billion to prop up its overvalued currency, while Russia had to endure interest rates as high as 170 percent for the same purpose – a pointless endeavour, since both currencies collapsed anyway. The IMF’s justification for this crazy attempt to hold back the tide was that devaluation would lead to hyperinflation. Even more irrationally, however, its programme also demanded an end to price-controls – which, when applied in Russia, led to an inflation rate of 520 percent within three months.
Although the IMF is depicted by its enemies, and some admirers, as a posse of itinerant missionaries for free-market fundamentalism, the practice is often strikingly different from the theory – rather as business tycoons who praise the beauty of competition will, in their own corporate backyard, work tirelessly for the establishment of a monopoly or (failing that) a cartel. One of the few critics to have noticed the distinction is Mark Weisbrot, director of the Center for Economic and Policy Research in Washington DC, who points out that the free-market solution in those countries which sacrificed their economies to maintain a fixed exchange-rate – Russia, Brazil, Argentina – would have been to abandon the peg and let the currency find its own level. Instead, he writes, ‘one of the few things Washington actually did accomplish [in the Asian crisis] was to get the governments of the region to guarantee the privately held debt of foreign lenders, rather than letting the banks be subjected to the discipline of the market.’ The IMF and other Washington institutions are not so much evangelists seeking to convert the world as enforcers trying to prevent developing and transitional countries from threatening the financial interests of the West. Weisbrot cites the example of intellectual-property rights:
“Patent monopolies are the most costly, inefficient and – in the case of essential medicines – life threatening form of protectionism that exists today. From an economic point of view, they create the same kinds of distortions as tariffs, only many times greater. Yet the attempt to extend US patent and copyright law to developing countries has become one of the primary objectives of America’s foreign commercial policy.

The expansion of foreign intellectual-property claims not only drains scare resources from developing countries but also makes it difficult for them to follow the more successful examples of late industrialisation, such as South Korea or Taiwan, where diffusion of foreign technology played an important role. This is part of a more general problem that is reflected in the economic failure of the last twenty years. There have historically been many paths to development, but none resembles the collection of policies that Washington foists on developing countries today.”

Historically, economic development has been the essential precondition for trade liberalisation – and this economic development has often been made possible by a combination of import restrictions, tariffs, state subsidies and exchange rate controls. Yet the ‘Washington Consensus’ now holds that poorer nations must somehow reverse the process, liberalising their trade policies long before they are ready or able to compete on the international market. In the words of the economist Ha-Joon Chang, the rich countries are ‘kicking away the ladder’.
Many ‘anti-globalisation protestors’ miss this essential point: the problem is not globalisation per se, but the fact that the rules of the game have been set by the winning side – which, while enforcing them elsewhere, feels no obligation to apply them to its own conduct. Upholders of the ‘Washington Consensus’, which argues that governments should play a minimal role in economic management and regulation, maintain that they are merely applying principles which have created prosperity in the United States. For all its justified reputation as one of the least statist industrial democracies, however, America has accepted the need for official intervention and supervision ever since the great globalisation of the mid-nineteenth century. As the economist Joseph Stiglitz records:
“In the United States, government promoted the formation of the national economy, the building of the railroads, and the development of the telegraph – all of which reduced transportation and communications costs within the United States. As that process occurred, the democratically elected national government provided oversight: supervising and regulating, balancing interests, tempering crises, and limiting adverse consequences of this very large change in economic structure. So, for instance, in 1863 the US government established the first financial-banking regulatory authority – the Office of the Comptroller of Currency – because it was important to have strong national banks, and that requires strong regulation……

Agriculture, the central industry of the United States in the mid-nineteenth century, was supported by the 1862 Morrill Act, which established research, extension and teaching programmes. That system worked extremely well and is widely credited with playing a central role in the enormous increases in agricultural productivity over the last century and a half. We established an industrial policy for other fledgling industries, including radio and civil aviation. The beginning of the telecommunications industry, with the first telegraph line between Baltimore and Washington DC, was funded by the federal government.”

This tradition endures: the Internet, lest we forget, was created by the Pentagon. And American agriculture is still heavily subsidised and protected, as are the steel industry and many other sectors of the world’s biggest ‘free-market economy’. At times of economic slowdown, even under presidents who denigrate the role of government, the US will increase its deficit to finance expansionary fiscal and monetary policies. Yet when a developing country encounters the same problem, the IMF insists on stern contractionary measures that push it further into recession.

At home, the US has long accepted the necessity of creating rules and institutions to govern the market economy in the national interest. As Stiglitz points out, economic decisions within the government are largely taken by the National Economic Council, which includes the secretary of labour, the secretary of commerce, the chairman of the Council of Economic Advisers, the treasury secretary, the assistant attorney-general for anti-trust, and the US trade representatives. All of these officials are part of an administration that must face Congress and the electorate. Internationally, by contrast, only the voices of the financial community are heard, since the IMF reports solely to ministers of finance and the governors of central banks, even though its decisions affect every aspect of life. Hence its apparent heedlessness to the human and environmental cost of its diktats.

By imposing world governance without world government America is essentially demanding rights without responsibilities, promoting a global market while refusing to accept the political consequences. It imposes the New World Order on rogue states, yet opts out of its own international obligations elsewhere – the land mines treaty, the international criminal court and the Kyoto protocol on global warming, all of which have been denounced in Washington as intolerable infringements of America’s sovereign powers. When poorer nations try to assert their own national sovereignty, by contrast, they are punished for impeding free trade and the movement of capital.
The US is accused of two apparently contradictory crimes – imperialism and isolationism. Oddly enough, both charges have some validity. But the same criticism can be applied in the reverse to America’s detractors, who support Kyoto and other attempts at international regulation while objecting to the World Trade Organisation (WTO) not merely because of its secrecy and remoteness but because it tries to enforce common international rules and standards. Left-wing critics of the New World Order disapprove of attempts by Western nations to act as ‘world policeman’ – except when it suits them, as with the arrest in London of General Pinochet. Nevertheless, although they campaigned for Pinochet to be sent for trial in Madrid, they opposed Slobodan Milosevic’s extradition to The Hague as outrageous interference in the internal affairs of Yugoslavia.

F.M. Cornford’s famous Principle of the Wedge
 holds that ‘you should not act justly now for fear of raising expectations that you will act still more justly in the future’. He meant it satirically – a point overlooked by figures such as Noam Chomsky and Harold Pinter, who argued that Nato’s failure to protect people in Rwanda somehow disqualified it from trying to save the Kosovars. In the words of another Cornfordism, the Principle of the Dangerous Precedent: ‘Nothing should ever be done for the first time’. For almost twenty-five years after the invasion of East Timor in 1975, the crusading journalist John Pilger continually (and rightly) criticised the Western powers for not halting Indonesia’s illegal, genocidal occupation. So did Pilger rejoice when the United Nations finally despatched a peacekeeping force of British and Australian soldiers to confront the Indonesian militias after the bloody referendum of 1999, thus enabling the country to regain its independence from Jakarta? Especially since the foreign minister of the subsequent government was his old hero Jose Ramos-Horta, champion of the East Timorese resistance and winner of the 1996 Nobel peace prize? Of course not. To Pilger, Chomsky and countless others it is axiomatic that the West can never be right – damned if it doesn’t intervene, damned if it does. He duly condemned the UN peace keepers as villainous imperialists whose only purpose was to keep East Timor ‘under the sway of Jakarta and western business interests’.

Much rhetoric from modern anti-capitalist pundits is equally contradictory or incoherent – apparently endorsing the imposition of certain universal standards while deploring most attempts to enforce them. ‘Act locally, think globally’ may be a fine-sounding slogan, but what does it actually mean? Do they want localisation, or world government? (Banners flourished by demonstrators at the WTOs 1999 meeting in Seattle included several from the Worldwide Campaign Against Globalisation.) And what is their attitude to modernity? Kirkpatrick Sale, a ‘New Luddite’ guru who symbolically smashes computers with a sledgehammer at public meetings, has argued that ‘the computer, particularly the PC, will bring unmitigated disaster, simply because it enables the powers of this society to do faster and more efficiently the kinds of things it likes to do, with resulting social disintegration, economic polarisation, and environmental devastation.’ Where did he say this? In one of his many online conversations, of course. The murderous recluse Ted Kaczynski, better known as the Unabomber, now disseminates his techno-phobic ravings via prison-cell interviews that can be read on the oxymoronic website primitivism.com.

Improved technology can’t be turned back or dis-invented. In this sense Thomas Friedman and the IMF are half right: there is no alternative. But when they use the phrase they mean to imply that there is no alternative to allowing them to shape the world according to their own design. They detest the heterogeneity and infinite variety that exists even among capitalist economies, from Sweden to Argentina, Japan to India. What they want, however, is not homogenised capitalism – which would imply blending elements from different systems – but hegemony. The selfsame people who argued that the ‘command economy’ of the Soviet Union was against nature now wish to create a rigid command economy of their own; after years of mocking the Communist faith in ‘inevitability’ they now promote another determinist fallacy. Have they learned nothing from history?
Globalisation did not begin in the 1980s. It has been an increasingly dominant force since the great voyages of discovery in the fifteenth and sixteenth centuries, when the European empires began their long ascendancy, and by the time of the Enlightenment it had become an everyday subject of discussion among political economists. In 1770 the Abbe Raynal described
 a ‘revolution in commerce, in the power of nations, in the customs, the industry and the government of all peoples’, whereby continents were linked as if by ‘flying bridges of communication’ as traders ‘circulate unceasingly around the globe’. ‘The proprietor of stock is properly a citizen of the world, and is not necessarily attached to any particular country,’ Adam Smith wrote in 1776, the same year in which the Marquis de Condorcet characterised the owner of financial capital as someone ‘who, by a banking operation, within an instant becomes English, Dutch or Russian’.
There has been much talk lately of the economic ‘domino theory’, particularly since the devaluation of the Thai baht in 1997 triggered a financial crises through much of Asia: even George Soros, the currency speculator who was accused by some Asian governments of precipitating the meltdown, warned soon afterwards that the power and capriciousness of the Electronic Herd now constituted a mortal threat to global stability. Similar comments were heard after the liquidity crisis of 1772, when the collapse of one small Anglo-Scottish bank in London led to the failure of Dutch banks, the bankruptcy of the chairman of the East India Company, and bankruptcies and suicides in Virginia. ‘One link gave way,’ a Hamburg linen merchant said. ‘The charm was instantly dissolved, leaving behind it consternation in the place of confidence and imaginary affluence changed to real want and distress.’

Driven as it was by huge joint-stock corporations such as the East India Company, the commercial revolution of the eighteenth century has much in common with the modern form of globalisation exemplified by Microsoft and McDonald’s, and aroused many of the same anxieties and resentments. In 1997 the Institute for Policy Studies in Washington DC issued a report which claimed that fifty-one of the largest economies in the world were corporations and only forty-nine were countries: General Motors, with annual sales of $148 billion, was ‘bigger’ than Denmark or Thailand; the Ford Motor Company was bigger than Turkey; Wal-Mart was bigger than Greece. Although the figures were misleading, since they compared a company’s turnover with a nation’s GDP (which measures valued added rather than sales), the general point about the size and power of transnational businesses seemed undeniable, and prompted many alarmist headlines about this ‘new’ phenomenon. As the economic historian Emma Rothschild has reminded us, however, the East India Company collected more than £3.5 million in taxes at a time when the total expenditure of the British government was £7 million. Indeed, the extraordinary omnipotence of the East India Company is beyond the dreams of even the most rapacious modern corporation: a series of royal charters in the seventeenth century had granted it the right to mint its own coins, raise armies, declare war, form international alliances and exercise direct jurisdiction over millions of subjects in India. The term ‘civil servant’, now taken to mean a government employee, was originally coined to describe the massed ranks of administrators trained and employed by the Company. ‘In such a case,’ Edmund Burke observed, ‘to talk of the rights of [national] sovereignty is quite idle.’
It was the tea exported by the East India Company to Massachusetts that provoked the Boston Tea Party of 1773, which in turn sparked the War of Independence. The American revolutionary John Dickinson said his country might as well be ‘devoured by rats’ as succumb to the East India Company – whose Nabobs, having corrupted England and ravaged India, were now casting their eyes on America ‘as a new theatre whereon to exercise their talents of rapine, oppression and cruelty’. The British Prime Minister Lord North was quite baffled, asking why anyone ‘would resist at being able to drink tea at nine pence in the pound cheaper’. Similar puzzlement is often heard from modern Americans who cannot understand why (for instance) the farmer Jose Bove became a French national hero in the summer of 1999, described by Le Monde as a new Vercingetorix, for driving a tractor into the McDonald’s restaurant in his hometown of Millau. Who could possibly object to a company that provides cheap and convenient (if pappily bland) meals to the world? But Bove’s protest was not a gastronomic criticism – or at least not solely – any more than the Boston eruption was prompted by a preference for chocolate over tea.
Just as the United States is now accused of seeking to dominate the world not only economically but also culturally and politically, so in 1793 the French revolutionary Bertrand Barere bemoaned the ‘ridiculous Anglomania’ that was sweeping through Europe in the wake of British export success. The German economist Adam Muller – himself such an Anglomaniac that he tried to pass himself off as a rich Englishman in Gottingen – noticed that his compatriots who bought English goods also began to revere ‘English manners, the English language, even the British constitution’. But the process had barely begun. As the joint-stock adventurers gave way to the more formal imperialist projects of the nineteenth century, and the cost of transport and communications fell rapidly, globalisation entered a new and astoundingly dynamic phase.
The most concise account of how the world was shrunk can be found in The Communist Manifesto of 1848, written by Marx and Engels: 

“The need of a constantly expanding market for its products chases the bourgeoisie over the whole surface of the globe. It must nestle everywhere, settle everywhere, establish connections everywhere.

The bourgeoisie has through its exploitation of the world market given a cosmopolitan character to production and consumption in every country. To the great chagrin of Reactionists, it has drawn from under the feet of industry the national ground on which it stood ………. In place of the old wants, satisfied by the productions of the country, we find new wants, requiring for their satisfaction the products of distant lands and climes. In place of the old local and national seclusion and self-sufficiency, we have intercourse in every direction, universal inter-dependence of nations. And as in material, so also in intellectual production. The intellectual creations of individual nations become common property………

The bourgeoisie, by the rapid improvement of all instruments of production, by the immensely facilitated means of communication, draws all, even the most barbarian, nations into civilisation. The cheap prices of its commodities are the heavy artillery with which it batters down all Chinese walls, with which it forces the barbarians’ intensely obstinate hatred of foreigners to capitulate. It compels all nations, on pain of extinction, to adopt the bourgeois mode of production; it compels them to introduce what it calls civilisation into their midst, i.e. to become bourgeois themselves. In one word, it creates a world after its own image.”

Although many evangelists for globalisation dismiss Karl Marx as a myopic ideologue who failed to understand capitalism, neither Marx nor Engels would have been at all surprised to see Microsoft and MTV bestriding the modern world. However, neophiliac hucksters of the ‘new economy’ of online shopping and global markets might well be surprised to read The Economic Consequences of Peace by John Maynard Keynes. Writing immediately after the First World War, Keynes looked back at a lost world in which the internationalisation of social and economic life ‘was almost complete’:

“What an extraordinary episode in the economic progress of man that age was which came to an end in August 1914! The inhabitant of London could order by telephone, sipping his morning tea in bed, the various products of the whole earth, in such quantity as he might see fit, and reasonably expect their early delivery on his doorstep; he could at the same moment and by the same means adventure his wealth in the natural resources and new enterprises of any quarter of the world, and share without exertion or even trouble, in their prospective fruits and advantages; or he could decide to couple the security of his fortunes with the good faith of the townspeople of any substantial municipality in any continent that fancy or information might recommend.

He could secure forthwith, if he wished it, cheap and comfortable means of transit to any country and climate without passport or other formality, could dispatch his servant to the neighbouring office of a bank for such supply of precious metals as might seem convenient, and could then proceed abroad to foreign quarters, without knowledge of their religion, language, or customs, bearing coined wealth upon his person, and would consider himself greatly aggrieved and much surprised at the least interference. But, most important of all, he regarded this state of affairs as normal, certain and permanent, except in the direction of further improvement, and deviation from it as aberrant, scandalous and avoidable.”

What cars, aircraft, telephones and television were to the mid-twentieth century, the railways and steam ships and inter-continental telegraphs were to the mid-nineteenth. The laying of the first transatlantic cable in 1866, which allowed ‘real-time information’ to be exchanged between markets in New York and London, was at least as significant in the history of global finance as the creation of online share-trading.

This phase peaked in the period evoked so wistfully by Keynes, when one-fifth of the world’s land mass belonged to the British Empire and King George V reigned over 410 million subjects. Then it relapsed, as a consequence of two world wars and the Great Depression, resuming again only in the 1950s. But it has never regained that early impetus. Between 1870 and 1913 capital outflow from Britain as a proportion of GDP averaged 4.6 per cent; no country in the world has reached this level since. Even in the 1990s, when the global movement of capital was supposedly gathering pace, British capital flows were 2.6 percent of GDP, while the figure for the USA was just 1.2 percent. In short, there is actually less capital mobility now than a century ago. David Henderson, head of the OECD - Organisation for Economic Cooperation and Development’s economics and statistics department, reported in 1991 that the world economy ‘is clearly further away from full integration than it was in July 1914’, when there was more free trade, free capital movement, free migration and travel. Even the economic ‘liberalisation’ of Thatcher and Reagan had remarkably little effect: of OECD’s twenty-four industrialised member states, only four – Australia, Japan, New Zealand and Turkey – had more liberal trade regimes at the end of the 1980s than at the beginning.
The governments of the world’s richest countries demand the free movement of capital and goods (at least of their capital and goods – perennial tariff disputes between the United States and the European Union confirm that this owes less to high principle than to simple self-interest). But there dislike of official barriers does not extend to the free movement of labour. This is perhaps the biggest difference from the globalisation of the late nineteenth century, when legal or bureaucratic obstacles to migration scarcely existed; and it is a fatal contradiction of the present order. In Britain, for example, ministers ceaselessly emphasise the distinction between ‘genuine asylum-seekers’ – who have to be accepted, even if with thoroughly bad grace and no welcoming ceremony – and ‘bogus’ incomers who are mere ‘economic migrants’ and must be deported forthwith. But then they bewail the shortage of doctors, nurses and schoolteachers, and hastily place advertisements all over the world begging foreigners to come and rescue Britain’s collapsing public services. (In 2000 the Guardian reported the case of a woman from Mauritius who had worked as a nurse in Britain’s National Health Service for six years until being told by the Home Office that she would be kicked out of the country as an ‘overstayer’. When she contacted her family back home to say that she might be returning, she discovered that the newspapers in Mauritius were full of adverts from the Department of Health in London – pleading for nurses to come and work in Britain.)

Economic migration has been a motive force of human history – and progress – since homo erectus first left Africa to see if the grass was greener elsewhere. It is what made the United States the wealthiest nation on earth. The market determinists assure us that there is no alternative to the Washington consensus (like sunrise, says Thomas Friedman), even though the world survived for many centuries without it. Yet when confronted with a rhythm that is as genuinely unstoppable as a tidal flow, they declare that it can and must cease.

During the nineteenth century about 60 million people left Europe for the Americas, Oceania or Africa; 10 million moved from Russia to Central Asia and Siberia; 12 million Chinese and 6 million Japanese emigrated to East and South Asia; 1.5 million left India for South-East Asia and Africa. No country in the world today has an immigration rate anywhere near this. The same politicians who demand the abolition of all impediments to the mobility of goods and services have been busily erecting mighty barriers to rebuff an accompanying wave of human beings. In the words of the economist Martin Wolf, ‘for all the changes that have occurred over the course of a century, neither the markets for goods and services nor those for factors of production are significantly more integrated than they were a century earlier …… and [they are] far less integrated for labour’. Those determinists who maintain that globalisation is the inevitable consequence (and cause) of technological progress – as heedless of political interference as the waves were of King Canute – have some explaining to do here. Wolf, himself a prominent advocate of global integration, admits that governments proved more powerful than market forces, and were indeed able to stem the tide: ‘Globalisation is not predestined, but chosen.’
The zealots forget it happened before, a hundred years ago – and then had to be contained because it was too destructive and unstable. If anything, the new global market is less solid and substantial than that which crumbled with the start of the First World War. As Martin Wolf has to concede, we have lost ‘the stability and predictability inherent in the move from the gold standard of the 1870 – 1914 era to the generalised floating of today …….. Moreover, the vast scale of short-term finance [today] is probably both a consequence of exchange-rate instability and an important contributory cause.’
As the 1990s wore on, the dangers became apparent. The Asian meltdown of 1997 and the Russian collapse of 1998 were the beginning of the end for the triumphalism of the previous two decades, and for the IMF’s ‘one size fits all’ solutions. The countries that were almost bankrupted in 1997 – Thailand, Indonesia, South Korea, Malaysia, the Philippines – were precisely those ‘tiger economies’ which had played by the new rules of the game, only to find themselves trashed overnight by a few foreign speculators who, quite literally, sold them short. Similarly, during the mid-1990s Boris Yeltsin obediently handed control of the Russian economy to Jeffery Sachs and a handful of other professors from Harvard (acting as agents for the US government), who imposed deregulation, privatisation and all the other things they teach you at Harvard Business School. His reward? George Soros wrote a letter to the Financial Times suggesting that the rouble was overvalued and the currency collapsed at once, thus reducing millions of Russians to near-destitution.
These severe jolts – along with corporate scandals in the West, and the pricking of the dotcom bubble – ought to puncture the complacency of Panglossian pundits such as Thomas Friedmann. Even George Soros, who was blamed for both the Asian and the Russian debacles, now sounds more like a banner-waving protestor dodging tear-gas in Genoa: he warns that market fundamentalism is ‘a new global imperialism’, and that the herd instinct of the new moguls must be controlled before they trample us all underfoot. Bill Gates, too, has had a miraculous conversion. In the 1990s he often declared that the spirit exemplified by Microsoft could solve all the world’s problems. In October 2000, however, he astonished an audience of computer moguls and financiers at a conference in Seatle called ‘Creating Digital Dividends’, whose thesis was that technology can make entrepreneurs and consumers out of even the poorest people in the developing world. “Let’s be serious”, he snapped. “Do people have any concept of what it means to live on less than US$1 a day? There’s no electricity. Do they have PCs that don’t use electricity? There are things those people need at that level other than technology. You’re buying food, you’re trying to stay alive ……” The much discussed ‘digital divide’, he said, “was far less important than the health-care divide, the human rights divide, the education divide”. In short, the richest man on earth no longer believed that unfettered capitalism would be the salvation of the 1.3 billion people whose daily income is a dollar or less – almost a quarter of the world’s population.
There is no historical evidence for the contention that simply laissez-faire is the prerequisite for trade and prosperity. The IMF may say so, but its own figures tell a different story. Its report on ‘The World Economy in the Twentieth Century’, published in May 2000, includes a graph – printed very small, perhaps in the hope that no one would notice – which shows that the period between 1950 and 1973 was by far the most successful of the twentieth century. This era characterised by capital controls, fixed exchange rates, strong trade unions, a large public sector and a general acceptance of government’s role in demand management. The average growth annual rate in ‘per capita real GDP’ throughout the world was 2.9 per cent – precisely twice as high as the average rate since then.
The myth that two decades of liberalisation have been accompanied by swift economic progress, particularly in the developing world, is hard to dislodge. ‘Few economists and almost no journalists have seen fit to make an issue out of what history will undoubtedly record as the most remarkable economic failure of the twentieth century aside from the Great Depression’, writes Mark Weisbrot
. Yet the data from the IMF and the World Bank are unambiguous. In Latin America and the Caribbean, GDP grew by 75 per cent per person from 1960 to 1980; in the next twenty years it rose by just 7 per cent. In sub-Saharan Africa there was an increase of about 34 per cent in the 1960s and 1970s; between 1980 and 2000 per-capita income actually fell by 15 per cent. Even if one includes the fast-growing economies of South and East Asia, average per-capita growth in 1980 – 2000 was less than half its average for the previous two decades. And, predictably enough, there has been a slackening in ‘social indicators’ such as life expectancy, literacy, child mortality and education.
Growth isn’t everything, of course, but as Weisbrot points out, ‘it’s all that the authorities who have directed policy for most of the developing world – the International Monetary Fund, the World Bank, the US Treasury department – have promised to deliver’. The prescriptions imposed by these authorities have created problems and then exacerbated them. Relative disparities in incomes are far wider than twenty years ago, and even in absolute terms there is little evidence of the ‘trickle-down’ effect in which Ronald Reagan and Margaret Thatcher believed so devoutly. The poorest 10 per cent of the world’s population – 400 million people – lived on 72 cents a day in 1980. Ten years later the figure was 79 cents, and by 1999 – after two decades of rampant liberalisation – it had slipped back to 78 cents. In seventy countries, people were on average poorer than they were in 1980. The income of the wretched of the earth hadn’t even kept pace with inflation.
“ Soviet-style communism failed, not because it was intrinsically evil, but because it was flawed. It allowed too few people to usurp too much power. Twenty-first century market capitalism, American-style, will fail for the same reasons. Both are edifices constructed by human intelligence, undone by human nature.”

Arundhati Roy, 2005, An Ordinary person’s guide to Empire,

(Viking/Penguin, New Delhi), p44.

Source:
How Mumbo-jumbo Conquered the World – A Short History of Modern Delusions 
Francis Wheen, Harper Prenennial, London, 2004, Price UK£7.99
Pages: 243 - 261
ISBN 0-00-714097-5
Further Information:

To follow the unfolding geopolitical debate visit the excellent online magazine:

http://www.opendemocracy.net
References

� ‘Patent monopolies are the most costly’ ‘The Mirage of Progress’, by Mark Weisbrot, The American Prospect, Vol.13, No.1. 1 January 2002.





� ‘In the United States, government promoted’ Globalism’s Discontents, by Joseph E. Stiglitz, The American Prospect, Vol.13, No.1. 1 January 2002.





� F.M.Cornford’s famous Principle of the Wedge, See Microcosmographia Academica by F.M. Cornford (Metcalfe & Co, Cambridge, 1908)





� ‘under the sway of Jakarta and western business interests’ ‘Under the Influence: The Real Reason for the United Nations’ Peacekeeping Role in East Timor is to Maintain Indonesia’s Control’ by John Pilger, Guardian, 21 September 1999.





� In 1770 the Abbe Raynal described. Quoted in ‘The Politics of Globalisation Circa 1773’ by Emma Rothschild, OECD Observer, 1 September 2001.





� ‘One link give away’ Quoted in ‘The Politics of Globalisation Circa 1773’ by Emma Rothschild, OECD Observer, 1 September 2001.





� ‘The need of a constantly expanding market’ The Communist Manifesto by Karl Marx and Fredrich Engels (Penguin edition, London, 1967).





� ‘What and extraordinary episode’ The Economic Consequences of Peace by John Maynard Keynes (Macmillan, London, 1919).





� In 2000 the Guardian reported. See ‘Babs’ Split Personality by Francis Wheen, Guardian, 6 September 2000.





� ‘Few economists and almost no journalists’ See ‘The Mirage of Progress’, by Mark Weisbrot, The American Prospect, Vol.13, No.1. 1 January 2002. 





