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Foreword

Contemporary history can be described as that of the conquest of the
world by an ever smaller number of huge conglomerates organised
into multinational corporations. These corporations are engaged in
a permanent war with one another to control markets with the
shared aim of subordinating all human endeavour to the logic of
private profit.

While the processes of capital accumulation and concentration
have long been with us, in recent times they have been dramatically
accelerated as a result of a number of technological upheavals.
Thanks to the transformation of data storage, processing and trans-
mission techniques — computing, robotics, telecommunications — for
the first time in the history of human civilisation it is possible to
pursue planetary strategies in real time. In other words, itis possible
from a given location to track and evaluate continuously the
application of decisions anywhere else on the planet — and to adapt
the content, location, operating conditions and outputs of any type
of activity accordingly.

The effect of this technological revolution has been amplified by
two other upheavals, of a political nature.

The firstis the challenge by multinational companies —in the name
of ‘freedom’ — to the sovereignty of governments and of their
regulatory role. This is especially the case in the fields of the economy
(currency, exchange, customs, interest rates, capital flows, monetary
policy, taxation and fiscal policy, the public sector) and social policy
(social programmes and labour laws, from the minimum wage to
family benefits, and also trade union rights, pension plans, healthcare
and education). This challenge has been legitimised by a particularly
aggressive brand of liberal ideology, and backed by the full weight of
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those that hold the reins of economic and cultural power. No effortis
spared to promote the idea that private initiative is superior to public
intervention, contrasting the efficiency and profitability of the former
to the incompetence and wastefulness of the latter. Or the idea that
humans naturally prefer private initiative over collective solidarity.
Or the need to limit the state and government to the sole task of
upholding law and order, social control and the defence of personal
safety and private property. While this ideological campaign never
tires of insisting that a free country is one in which there is freedom
to do business, it remains curiously silent about the permanent
collusion between the state apparatus and big business lobbies. It
has, however, led to the implementation of policies of systematic
deregulation that seek to fulfil two wide-ranging objectives.

In the first place, there is the objective of progressively establishing
—sector by sector—a global space, orrather a world market, in which
the only law is that laid down by multinationals to regulate the
competition between them, a kind of chivalrous code for economic
warfare. The task of drawing up and overseeing such a code, for
example, has been devolved to the World Trade Organisation (WTO)
— a gargantuan organisation that renders null and void the
legitimacy of national states and governments.

The second objective is that of providing the best possible
opportunity for those with the requisite astronomical wealth — that
is to say, the multinational corporations — to take full advantage of
the potential created by the new technologies. This is especially so in
the financial sector — where the split-second transmission of capital
and the mushrooming of exchanges, brokerage houses, financial
products and speculative instruments have created a massive
financial bubble out of all proportion to economic realities. Between
$1,200 and 1,500 billion are traded each day on the markets, the
equivalent of one week of US GNP and 60 times the funds needed to
settle actual international transactions in goods and services. This
bubble could burst at any time and do irreparable damage, as has
already been the case in Mexico and, more recently, in Southeast
Asia. Thisfinancial bubble is the scene of the hottest investments and
the most risky speculative operations; it is also the destination of
choice for a significant proportion of the savings deposited in mutual
and pension funds, and for the liquid assets of banks and companies.

The second political upheaval was the fall of the Berlin Wall in
December 1989, an event symbolic of the collapse through implosion
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of the bloc of socialist countries led by the Soviet Union. It was also
symbolic of the disappearance of an economic and political system
that put itself forward as the historic alternative to an increasingly
unpopular capitalism. The socialist sphere of influence put up no
resistance and displayed a kind of greed-induced naiveté; it was
quickly conquered by the Western free market democracy model.
This has not been the case for a handful of countries in the process of
rapid transformation (such as Vietnam) or reduced to decrepit
museums of a long-gone era (such as North Korea). Nor has it been
the case of China, which intends to retain its political autonomy
behind a wall of market socialism in which there is a great deal more
market than there is socialism. The triumph of capitalism resulting
from the disintegration of its arch-rival put an end to the East—-West
conflict, which had overdetermined international relations and the
fate of peoples and nations for some 50 years. This triumph also put
an end to the ‘Third World’, a term used to describe the often risky
attempt by countries of the South as a whole to use the superpower
conflict as a means to protect their economic and political indepen-
dence. Above all else, this capitalist triumph over the Socialist Bloc
has confirmed the historic defeat of the working classes and of the
world proletariat. Henceforth, they will be condemned to limitless
exploitation by a brutal and arrogant capitalism that, atlonglast, has
been delivered from its age-old fear of world revolution.

This is the state of affairs as we embark upon an era in which the
world’s new masters seek to establish a universal totalitarianism.
Indeed, this is the only possible way for the handful of all-powerful
economic warlords, who will soon own most of the planet, to
perpetuate their domination over many billions of victims. The
progressive establishment of this new order is being carried out in
three main areas.

In the first place, there is the near-monopoly of the ideology of the
ruling classes and of the neo-liberal discourse that legitimises their
rule. Be it the printed press, radio and TV, publishing, academic insti-
tutions, think-tanks, or talks and seminars, there is very little in the
field of the production and dissemination of mainstream ideas that is
not directly or indirectly controlled by those in positions of wealth
and power. The scope for manipulation provided by the mass media,
their potential for ‘manufacturing consent’ and adapting their
message to each audience, gives them unlimited possibilities for
subjecting ever greater sectors of the population to their influence,
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especially those most likely to become their victims. Fewer and fewer
people have the wherewithal to extricate themselves from the
dominant discourse. An overwhelming majority of intellectuals has
been won to the new dominant ideology. Before, the intelligentsia
were mobilised in opposition to the Establishment; now they have
become its well-paid guard dogs. A veritable caste of arrogant and
cynical intellectuals has emerged to defend the liberal faith, to declare
the ‘end of history’, to hunt down and burn at the stake all those who
dare contest the new doctrine. They monopolise the written and
spoken word, recite the free market mantra, and pull economic
‘miracles’ out of thin air. These new theologians and dedicated
scientists of the liberal faith do not hesitate to falsify history to erase
anything that might contradict their regurgitated ‘truths’, nor do
they baulk at manipulating statistics to give their pontificating a
scientific gloss. In this, they have continued a proud tradition of
totalitarian practices that began with the nationalist bourgeoisies
and was perpetuated by fascist and socialist regimes. From a very
young age, children are enrolled in the economic war, put forward
asthe unavoidable choice between life and death —both atschool and
in their sporting activities, where each is pitted against all and where
victors and the powerful are praised and losers and the weak are con-
temptuously dismissed. For all this, however, no attempt is made to
pinpoint the exact purpose of this indefinite and perpetual war of the
kind described by George Orwell in 1984. The war’s objectives, one’s
allies and one’s conquests are ephemeral, in a constant state of flux.

Secondly, there is the attempt to submit the whole of human
activity to the market order and the rule of profit. No sphere can
escape this process, neither the protection of privacy, nor the right to
breathe unpolluted air, nor the use of human genes. Everything can
become a commodity, including spirituality, and enter the circuits of
capital in order to be made profitable. The goal is that of granting
capital totalitarian control over human and biological life and
development. This shameful pillage of humanity’s collective
inheritance has necessarily been accompanied by wide-ranging and
growing criminalisation. While the old order has been destroyed and
the rules governing relations between states and between states and
multinationals are no longer effective, the resulting vacuum hasnot
been filled by a new set of rules and corresponding sanctions for the
new order. Brutal competition between the various economic
warlords has, instead, been greased by generalised corruption. Not a
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single country, not a single market, remains untouched. Not a single
oil contract, public works project or arms deal, not a single significant
market study or supply of goods or services, nothing takes place
without payment of commission along a complex and variable set of
guidelines in which all concerned parties become enmeshed. A chain
of offshore tax havens encircles the globe, in close proximity to the
major North American, European and Asian powers. Their banks
provide the logistical backup and launder misappropriated sums
totalling hundreds of billions of dollars. The same network serves to
finance the underground economy, in particular drug trafficking.
The banking sectoris directly involved and makes a handsome profit
through this permanent symbiosis between organised crime and the
business world — whose natural affinities are legion.

Politics is the third area in which the new order is asserting itself.
The obligatory political model has become that of market democracy,
in which the legitimacy of government obtained through universal
suffrage is subordinate to the sovereignty of markets, always at the
ready to punish elected governments. As spaces for the peaceful
resolution of social conflicts, political institutions have been reduced
to shells of their former selves. They are mere window dressing,
keeping up the democratic illusion in governments that are less and
less so. Behind this facade of virtual democracy, ever more sophisti-
cated techniques of surveillance and social control are developed and
tumble into the hands of those holding the reins of capitalist power.
Unbeknownst to most citizens, networks of computerised files,
accessible to all for a price, encircle their personal and professional
lives. There has been a multiplication and growing specialisation of
public and private police services of all kinds. Cameras monitor public
and private venues; computers permanently track people’s activities
and movements; specialised personnel (social workers, police)
monitor and control neighbourhood life, communities and age
groups considered to be dangerous or at risk. One day soon they will
be electronically (genetically?) tagged and tracked, as is already the
case in the world of prisons and crime prevention. Wherever social
control seems to be a waste of effort and too costly, vast rural and
urban zones and their populations are abandoned to the barbarism
of those patchwork and disparate zones of the planet where even the
heartless standards of ‘globalisation’ do not hold sway.

There is, however, nothing inevitable about this process of globali-
sation and the establishment of a totalitarian universe. The
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destruction and hair-raising increase in social inequality that result
from this process have provoked a large number of pockets of
resistance scattered across the globe. Nowhere is it written that the
peoples of the planet are somehow predestined to a new form of
slavery. Through the course of human history, the aspiration of
peoples to freedom and justice has never failed. Of course, no
resistance will have long-lasting effects without an awareness of the
ways the capitalist system operates in the era of globalisation and a
sound understanding of its sophisticated techniques of domination.

Eric Toussaint has done a commendable job of contributing to the
development of just such an awareness and understanding. He has
helped us understand the question of debt, one of the main ways in
which the peoples of the world are exploited by those who hold the
reins of capitalist power. With the pedagogic approach of someone
unflinchingly dedicated to overcoming this exploitation, he places
the problem in its proper historical and geopolitical context. In so
doing, he has fulfilled his objective of ‘contributing to the emancipa-
tion of the oppressed, wheresoever on the planet they may be’.

Christian de Brie
Editorial staff member at Le Monde diplomatique



Preface

When this book is released in English by Pluto Press in the spring of
1999, it will have already appeared in six other languages: French,
Dutch, Spanish, German, Turkish and Greek. For a book that does not
hide its hostility to the neo-liberal project, this in itself is a sign of
renewed interest in global alternatives to mainstream thinking.
Meetings have been organised to launch the book in a number of
countries in Latin America, Africa and Europe. The meetings have
provided an opportunity to test the validity of the book’s main
arguments. The results have been encouraging. As a result of the
exchange organised around the proposals advanced in chapter 17,
these proposals will be reworked in line with the thoughtful criticisms
and additions T have received.

Anumber of significant events have taken place since the book was
completed in May 1998. They provide the raw material necessary for
fine-tuning the book’s main theses.

A GLOBAL AND SYSTEMIC CRISIS

In a number of key countries around the world, we have seen either
outright dropsin production and consumption or significant drops in
their rate of growth.

The term ‘systemic crisis’ is fitting in so far as the economic strategy
of a number of big states, large private financial institutions and
industrial multinationals has been unsettled — due to the growing
number of sources of imbalance and uncertainty in the world
economic situation.

From the very start, the capitalist system has gone through alarge
number of generalised crises. On occasion, its very survival was in
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doubt; but it has always managed to weather the storm. However,
the human cost of these crises — and of the ways in which the
capitalist system has emerged from them — is incalculable.

Capitalism may once again weather the storm. It is by no means
sure that the oppressed will be up to the task of finding a non-
capitalist solution to the crisis. Although victory is far from
guaranteed, it is imperative that the oppressed reduce the human
cost of the crisis and pursue a strategy of collective emancipation that
offers real hope for all humankind.

A WORLDWIDE FALL IN INCOME

Recent studies carried out by economists in government and UN
circles, have confirmed just how far buying power has dropped in
various parts of the world. The Clinton administration’s former
Secretary of State for Labor, Robert Reich, for example, has said:
‘Workers have less money to spend on goods and services [...] The
crisis is upon us’. He adds: ‘The sluggishness of American income
levelsis a highly sensitive matter, given the role played by household
spending in overall economic performance. [Household debt]
accounted for 60 per cent of available income at the beginning of the
1970s; itis now more than 90 per cent [...] We have hit the ceiling’
(Robert Reich, ‘Guerre a la spirale de la déflation’, Le Monde, 21
November 1998).

The 1998 report of the United Nations Development Programme
(UNDP) gives some idea of the levels of household debt. In response
to the drop in real income, households have clearly opted to finance
a greater and greater share of their spending with debt. ‘Between
1983 and 1995, as a share of available income, debt has risen from
74 to 101 percentin the USA; from 85 to 113 per centin Japan; from
58 to 70 per cent in France.” In absolute terms, US household debt
was 5.5 trillion (5,500 billion) dollars in 1997.

This phenomenon can also be found in the most ‘advanced’
countries of the Third World. For example, in Brazil in 1996, fully two
thirds of all families earning less than 300 dollars per month were in
debt — that is, one million of the 1.5 million families in this category.
According to the UNDP, bad cheques are a common method for
financing consumer spending in Brazil. Between 1994 and 1996,
the number of bad cheques rose six fold.
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Robert Reich is quite right when he says that a ceiling has been
reached. A recession in the North and an increase in interest rates in
the South could lead to a huge drop in consumer spending in the
North and across-the-board bankruptcy of households in countries
of the periphery — in line with what we saw in the 1994-1995
Mexican crisis, and with what we have seen in the Southeast Asian
crisis of 1997-1998 and the Russian crisis of 1998.

Three examplesillustrate this fall in income for the majority of the
world’s population. First, the UNDP notes that in Africa, ‘Consumer
spending has on average dropped 20 per cent over the last 25 years’.
Second, the UNDP notes that in Indonesia poverty could double as a
result of the 1997 crisis. According to the World Bank, even before
the crisis there were 60 million poor in Indonesia out of a total
population of 203 million. Third, according to Robert Reich, real
incomes continue to fall in much of Latin America. According to a
World Bank report released at the end of 1998 (Agence France
Presse, 3 December 1998), 21 countries experiences a fall in per
capitaincomein 1997. The same report estimates thatin 1998, some
36 countries — including Brazil, Russia and Indonesia — will register
a drop in per capita income.

According to a 26 November 1998 press release issued by the
Russian undersecretary of the economy, unemployment was
expected to rise by 71 per cent between the end of 1998 and the
beginning of 2001 — from 8.4 million to 14.4 million.

STRAIGHT TALK ON THE CRISIS FROM CAMDESSUS AND
CLINTON

Up until early 1998, International Monetary Fund (IMF) director
Michel Camdessus had played down the scale of the Mexican and
Asian crises. By the time of the October 1998 joint World Bank-IMF
summit, however, he had come around to saying that the crisis was
indeed systemic. Atthat same gathering, Bill Clinton declared that the
crisis was the most serious one the world had experienced in 50 years.

ESTABLISHMENT ECONOMISTS CRITICISE POLICIES
DICTATED BY THE IMF, THE WORLD BANK AND THE G7

The severity of the crisis in a large part of the world economy has led
a number of Establishment economists to subject IMF and G7-
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supervised policies to harsh criticism. Jeffrey Sachs was a leading
exponent of shock-therapy policies in Latin America in the mid-
1980s—the most brutal examples of which could be found in Bolivia
— and in Eastern Europe at the beginning of the 1990s. By 1997,
however, he was pillorying IMF and US-inspired policiesin Southeast
Asia. Unfortunately, this didn’t stop him from overseeing the imple-
mentation in Ecuador of a ruthless austerity package in late 1998.

In the mid-1990s, Paul Krugman argued that increased free trade
and global commerce would pave the way for growth in all those
countries that joined in the globalisation process. As the crisis
deepened and began to affect Brazil in 1998, Krugman suggested
that the Brazilian president put in place coercive measures, for at
least six months, to regulate capital flows. Robert Reich wondered
aloud why the Clinton administration and other world leaders
continued to defend tight-money and austerity policies at a time
when such policies created a deflationary spiral. For one thing, he
said Third World countries should not be forced to make huge cuts in
public spending and to increase interest rates before they are eligible
for loans (Le Monde, 21 November 1998).

In the June 1998 edition of Transition, in a broadside against the
Washington consensus, World Bank vice-president and chief
economist Joseph Stiglitz denounces the IMF’s shortsightedness. He
argues that although there is indeed proof that high inflation can be
dangerous, there is no such proof that very low inflation rates
necessarily favoured growth. Yet, for the moment, the IMF (and the
World Bank, too, lest we forget) continue to promote the low-
inflation dogma, even if this means destroying any possibility of
economic recovery.

Nor have editorial writers at the Financial Times held back in their
criticisms of the IMF: “The IMF’s way of dealing with crises must also
change. Its standard remedy was not appropriate for Asia, where the
problem was mainly private-sector debt. Too much IMF money was
used to bail out foreign creditors’ (‘How to change the world’,
Financial Times, 2 October 1998).

Making a major break with tradition, Stiglitz has even ‘dared’ to
criticise the role of the sacrosanct markets in Latin America: ‘The
paradox is that the panicking market has, for reasons totally
unrelated to the region, demanded that Latin American investments
deliver unreasonably high interest and dividends to cover the
perceived risks. By driving interest rates up and stock prices down, the
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markets risk doing severe damage to the Latin American economies’
(‘A Financial Taint South America Doesn’t Deserve’, International
Herald Tribune, 19-20 September 1998).

Of course, the authors of these remarks have not exactly been won
over to the cause of the oppressed. That being said, they do indeed
reflect the unease Establishment economists feel over the patent
inability of governments, financial markets and the international
financial institutions to get the global economy back on a path
towards growth.

A FLURRY OF CORPORATE MERGERS

The tendency towards concentration in the corporate sector has been
given a huge boost as we approach the twenty-first century. There
were more mega-mergers in 1998 than in any previous year — in
banking, insurance, oil, chemicals, pharmaceuticals, automobiles
and the media. This merger frenzy has amplified the power of a
handful of companies over whole sectors of the global economy. The
mergers have gone hand in hand with a renewed offensive on the
employment front; they invariably mean dismissals and downsizing
through ‘voluntary’ retirement.

At the same time, this striking increase in the concentration of
capital has not necessarily meant greater stability for the companies
that come out on top. Takeovers and mergers have proceeded with
such reckless abandon that the new mega-firms are not likely to be
any more resilient than other companies when confronted with
abrupt shifts in the world economy.

WEALTH CONCENTRATED IN FEWER AND FEWER HANDS

Inits 1997 and 1998 reports, the UNDP keeps a tab on how many of
the world’s wealthiest individuals one would have to assemble to
come up with a total fortune of one trillion (one thousand billion)
dollars —keeping in mind that this sum is equal to the annual income
of nearly 50 per cent of the world population.

Using data from Forbes magazine's annual listing of the world’s
wealthiest individuals, the UNDP calculates that in 1996 it would
have taken 348 of the world’s mega-rich to put together one trillion
dollars. By 1997, however, this figure was brought down to 225. At
this rate, in a few years the richest 150 people might well own as
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much wealth as the total annual income of three billion people! The
gap between holders of capital, on the one hand, and the majority of
the population, on the other, is growing wider and wider.

The UNDP also makes a radical critique of Thatcherism without
mentioning the Iron Lady by name: ‘During the 1980s, the gap
[between rich and poor] in the United Kingdom widened by a degree
never before seen in an industrialised country.’

SO MUCH FOR PRIVATE-SECTOR EFFICIENCY

Neo-liberalism has been the dominant creed for some 20 years. One
of the major arguments made by neo-liberal opinion-makers has
been that the private sector is much more efficient than government
in economic matters. Yet 1997 and 1998 have been replete with
examples of private-sector inefficiency. The 1998 reports of the
World Bank and the Bank for International Settlements (BIS)
concede that it was the private companies of Southeast Asia that had
amassed unsustainable debt levels, not government. The same
reports say that the previous Third World debt crisis (from 1982
onwards) had resulted from excess public-sector debt. In other words,
once the private sector was given free access to international
financial markets, it (alongside the financial institutions of the North
that provided the loans) proved to be just as short-sighted and
reckless as government.

In the mostindustrialised countries, the ‘hedge funds’ that boosted
their financial fortunes over the last 15 years have also been reeling
of late. The best known example is that of Long Term Capital
Management (LTCM), a misnamed company if ever there was one. By
late September 1998, LTCM was on the verge of bankruptcy. It had
4.8 billion dollarsin real assets, 200 billion dollars in leveraged funds
in its portfolio, and a notional value of 1.25 trillion (1,250 billion)
dollars in derivatives. Itis worth noting that LTCM had been advised
all along by the two recipients of the 1997 Nobel Prize in Economics,
Myron Scholes and Robert Merton — two stalwarts of the ‘science of
financial risk’, rewarded for their work on derivatives. As its
bankruptcy loomed, even big international banks with conservative
reputations admitted to having made imprudently large loans to
LTCM. Had LTCM not been bailed out through the massive interven-
tion of a number of big banks such as the Union des Banques Suisses
(the biggest bank in the world before Deutsche Bank and Bankers
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Trust merged in late 1998), Deutsche Bank, Bankers Trust, Chase
Bank, Barclays, Merrill Lynch, Société Générale, Crédit Agricole and
Paribas, all these banks would have found themselves in a highly
vulnerable position. Indeed, beyond reckless loans to LTCM, they
have all increasingly become involved in speculative operations. In
the second half of 1998, many of these big banks registered
significant losses for the first time in years.

Finally, there is a long list of formerly state-owned companies that
have in no way performed any better in private hands. Huge private
industrial concerns have posted losses hand over fist as a result of
strategic errors, particularly in the information technology sector.

Further proof of private-sector inefficiency have been the
monumental errors made by such private rating agencies as Moody's
and Standard and Poors. They had nothing but praise for countries
now wallowing in crisis.

GOVERNMENT TO THE RESCUE

For the last 20 years, governments have said they would not come to
the rescue of struggling companies and have privatised major state-
owned concerns. Now, however, they have been rushing to bail out
private-sector companies that threaten to go under. Funds for these
rescue packages come from state coffers fed largely by taxes on
working people and their families.

Here, too, the past two years have been telling. On 23 September
1998, the head of the US Federal Reserve convened a meeting of the
world’s top international bankers to put together a rescue package for
LTCM (‘Fed attacked over LTCM bail-out’, Financial Times, 2 October
1998; Le Monde diplomatique, November 1998). Around the same
time, the Japanese government was adopting a rescue plan for the
country’s private financial system, involving nationalisation of a part
of private-sector debt — to the tune of 500 billion dollars to be
shouldered by the state.

Thanks to IMF and World Bank intervention in the Southeast
Asian crisisin 1997, some 100 billion dollars were pooled together
to enable the region’s private financial institutions to continue
paying off their debts to private international lenders. Most of this
money came from the state coffers of IMF and World Bank member-
countries.
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The October 1998 IMF package to keep Brazil afloat was also
financed by public funds. The plan enabled Brazil to go on servicing
its external and internal debts to the international and domestic
private financial system. Private financial institutions categorically
refused to contribute to this so-called rescue package. Instead, the
IMF ensured that their debts would be paid off, and they cynically
decided to hang back and refuse to make new loans to Brazil. They
adopted exactly the same stance in the face of the 1982 crisis. The
time has surely come to put an end to such publicly-funded bailout
packages for private finance.

SO MUCH FOR THE ADVANTAGES OF FINANCIAL
DEREGULATION

Right up until 1997, the IMF, the World Bank, the BIS and (more
reluctantly) the United Nations Conference on Trade and
Development (UNCTAD) sang the praises of financial liberalisation
and deregulation. This, they declared, was the way forward for all
countries seeking economic growth. Southeast Asia’s high growth
rates until 1997 were cited as living proof of the success to be had
from pursuing such an approach. Once the region was plunged into
crisis, the IMF, the World Bank and the BIS declared that the crisis
was primarily due to the weakness of the region’s private financial
sector. This was the best argument they could find to obscure their
own responsibility for what has happened.

Of course, the argument is wrong, and UNCTAD has been honest
enough to say so. In the press release introducing its 1998 annual
Report on Trade and Development, UNCTAD notes a weakening of
Asia’s private financial sector. This weakening, it says, is the result
of the combination of three factors: first, the liberalisation of capital
flows; second, high interest rates set by private financial institutions
to attract foreign capital and discourage the flight of domestic capital;
third, exchange rates fixing national currencies to the dollar.

Together, these factors produced a massive inflow of capital which
thoroughly destabilised domestic financial markets. In other words:
yes, the financial system was weak; but, no, this weakness was not a
vestige of the pre-deregulation period, as the IMF, the World Bank
and BIS would have it. On the contrary, it was the policy of deregu-
lation that weakened financial markets. Simply put, the huge inflow
of short-term capital was not matched by a corresponding increase
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in productive activities — which require long-term investments. As a
result, most short-term capital was invested in speculative activities,
in strict accordance with criteria of capitalist profit.

Southeast Asia’s financial system was no weaker than those of
other so-called emerging markets. Instead, it was undermined by
deregulation measures which gave free rein to supposedly high-profit
short-term activities such as the quick buying and selling of (often
vacant) real estate. According to Walden Bello, 50 per cent of Thai
growth in 1996 stemmed from real-estate speculation. Although the
IMF and the World Bank were supposed to be monitoring the
economic reform process in these countries, their unflinching defense
of neo-liberal precepts blinded them to the real problems at hand.

YET ANOTHER DEBT CRISIS

All but a handful of the countries of the periphery — which account
for 85 per cent of the world’s population — have now to endure yet
another debt crisis. The immediate causes are: an increase in interest
rates (which are actually falling in the countries of the North); a fall
in all types of foreign capital inflows; and a huge drop in export
earnings (caused by the fall in the prices of most of the South and the
East’s exports).

There has been a swift increase in the total debt owed by Asia,
Eastern Europe (especially Russia) and Latin America. Short-term
debt has increased, while new loans are harder to obtain and export
earnings continue to fall. In relative terms, Africa has not been as
hard hit by changes in the world situation: loans and investment by
the North's private financial institutions have been so dismally low
since 1980, things can hardly get any worse (exceptfor South Africa).

With the 1997 Southeast Asian crisis spreading into Eastern
Europe and Latin America, private financial institutions have been
increasingly reluctant to make new loans to countries in the
periphery (whether in the Third World or the former socialist bloc).
Those countries which continue to have access to international
financial markets — and continue to make government-bond issues
in London and New York — have had to hike the guaranteed return
paid on their issues in order to find buyers.

Argentina’s October 1998 bond issue on the North’s financial
markets, for example, offered a 15 per cent rate of return — 2.5 times
the average rate of the North’s government bond issues. Yet this has
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not been enough to lure the North and the South’s private lenders
back from their preference for bonds from the North. As was the case
in the early 1980s, when the last debt crisis hit, credit has become
rare and dear for the periphery. Between 1993 and 1997, there was
asteady increase in foreign direct investment (FDI) in Southeast Asia
(including China) and the main economies of Latin America (drawn
by the massive wave of privatisations). This tendency faltered in
1998 and could well do so again in 1999: FDI in Southeast Asia fell
by more than 30 per cent between 1997 and 1998; and loans fell by
14 per cent between the first half of 1997 and the first half of 1998.

IMF-dictated measures in the countries of the periphery have led
to recession, a loss of some of the key pillars of national sovereignty,
and a calamitous fall in the standard of living. In some countries,
these measures have merely worsened conditions that were already
unbearable for much of the population.

While the incomes of domestic holders of capital in these countries
continue to rise, there has been a disastrous fall in those of working-
class households. This chasm is as wide or wider than at any time in
the twentieth century.

During the months of September and October 1998, for example,
holders of Brazil’s internal debt were receiving nearly 50 per cent in
annual interest payments, with inflation hovering below 3 per cent.
Brazilian capitalists and multinational companies, especially those
based in Brazil, could borrow dollars at 6 per cent interest on Wall
Street and loan them to the Brazilian government at between 20 and
49.75 per cent! All the while, these same capitalists continued to
siphon most of their capital out of the country, to shelter themselves
from abrupt changes in the country’s economic fortunes.

PROGRESSIVE AND RADICAL POLICIES ARE BOTH
NECESSARY AND FEASIBLE

Global public opinion began to shiftin 1997 and 1998, in response
to the failure of policies imposed by a combination of neo-liberal
governments, domestic and foreign holders of capital and the multi-
lateral financial institutions.

In the wake of the neo-liberal whirlwind, a large number of people
in Southeast Asia, Russia, Brazil, Mexico, Venezuela, Argentina,
Central America and Africa have seen a drop in their standard of
living.
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For the 400 million inhabitants of the former Asian ‘dragons’ and
‘tigers’, IMF has come to mean ‘T'M Fired’. Across the planet,
including in Europe, a sizeable share of the population has begun to
challenge neo-liberal policies. In some cases, this has taken on con-
tradictory and confused forms. In most countries, the weakness of the
radical Left and the slavish submission of the traditional Left to the
dictates of the market (that is, of holders of capital) have created an
opening for parties and movements that redirect the population’s
consciousness and will to act against a series of scapegoats, be they
foreigners or followers of a different faith.

Successful resistance to the ongoing neo-liberal offensive is no easy
matter; but those engaged in struggle have a number of points in
their favour, including partial victories. The October 1998 decision
by the French government of Lionel Jospin to withdraw from negoti-
ations on the Multilateral Accord on Investments (MAI) came about
in response to a broad campaign of opposition organised by an array
of movements, trade unions and parties in France, the USA, Canada,
the Third World and across Europe. To be sure, multinational corpo-
rations and the US government will again attempt to push through
the MAI’s objectives of total freedom for holders of capital. For the
moment, though, they have suffered a major reversal. It is indeed
possible to roll back such government and corporate initiatives
through campaigns and mobilisation.

Anothersign of the changing times was the UNCTAD statement of
September 1998 in favour of the right of countries to declare a
moratorium on foreign-debt payments. UNCTAD said: ‘A country
which is attacked can decide to declare a moratorium on debt-
servicing payments in order to dissuade “predators” and have some
“breathing room” within which to set out a debt restructuring plan.
Article VIII of the IMF’s Statutes could provide the necessary legal
basis for declaring a moratorium on debt-servicing payments. The
decision to declare such a moratorium can be taken unilaterally by a
country in the face of an attack on its currency’ (UNCTAD press
release, 28 August 1998).

Of course, UNCTAD is a small player in comparison to the G7, the
IMF, the World Bank and the World Trade Organisation (WTO). But
this forthright defiance of the so-called inalienable rights of money-
lenders reveals that governments in the periphery are finding it
increasingly difficult to justify their support for the neo-liberal global-
isation project.
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The UNDP’s 1998 report calculates that a 4 per cent tax on the
assets of the world’s 225 wealthiest people would bring in 40 billion
dollars. Thisisthe modestsum thatwould have tobe invested annually
in ‘social spending’ worldwide over a period of ten years in order to
provide: universal access to clean water (1.3 billion people went
withoutsuch accessin 1997); universal accesstobasiceducation (one
billion people are illiterate); universal access to basic health care (17
million children die annually of easily curable diseases); universal
access to basic nutrition (two billion people suffer from anaemia);
universal access to proper sewage and sanitation facilities; and
universal access by women to basic gynecological and obstetric care.

Meeting these ambitious targets would cost only 40 billion dollars
annually worldwide over a period of ten years. The UNCTAD report
compares this figure to some other types of spending which
humankind could easily do without: in 1997, 17 billion dollars were
spent on pet food in the USA and Europe; 50 billion dollars were spent
on cigarettes in Europe; 105 billion dollars were spent on alcoholic
drinks in Europe; 400 billion dollars were spent on drugs worldwide;
there was 780 billion dollars in military spending worldwide; and
one trillion (1,000 billion) dollars were spent on advertising.

1999 and 2000 are Jubilee years in the Judeo-Christian tradition
which culturally dominates the select club of G7 countries. With yet
another debt crisis upon us, Jubilee tradition demands that we ener-
getically call for the complete and total cancellation of the debts of the
countries of the periphery.

A host of other measures must be implemented urgently, such as:
a tax on international financial transactions (as called for by the
ATTAC coalition); an inquiry into the overseas holdings of wealthy
citizens of the countries of the periphery, leading to the expropriation
and restitution of these holdings to the peoples of the countries in
question when they are the result of theft and embezzlement; bold
measures to restrict capital flows; an across-the-board reduction in
the working week with corresponding hiring and no loss of wages;
land reform providing universal access to land for small farmers and
peasants; measures favouring equality between men and women.

Though incomplete and insufficient, these measures are a
necessary first step towards satisfying basic human needs.

Eric Toussaint
6 December 1998



Introduction

A growing number of the planet’s inhabitants have access to little
more than the strict minimum necessary for survival. They are cut
off from knowledge and excluded from social life, denying them the
most basic form of human dignity. As a result, they lack self-
confidence and self-respect, they have little confidence in and respect
for others. It is very difficult to capture such things statistically, but
itwould be no exaggeration to say that one billion people live in such
a state. A state that destroys all hope, a sub-human state. An unac-
ceptable state of affairs.

I am haunted by the memory of the ‘street children’ of Cartagena
de las Indias in Colombia. At the crack of dawn, dressed in their rags,
having spent the night sleeping on the ground ‘protected’ only by a
piece of cardboard, they wake to begin their search for glue to sniff.
encountered themin 1992, they were between the ages of seven and
eleven. They had no right to food, to decent clothing, to a roof over
their heads, to healthcare, to education, to affection.

These children, and thousands like them, had sunk to sniffing glue
in order to quell the pangs of hunger that they felt day and night.
What can the word ‘break-fast’ possibly mean to them? They have no
breakfast, no lunch, no dinner.

When I offered them something to eat from a stand at the
Cartagenadocks, they could only swallow what they took with great
difficulty. Their system was used to solvent fumes, not food. These
fumes soothe and destroy them at the same time. What is their life
expectancy? 20 years? 25 years? They are known as the desechables
tomanyin Colombia. Desechable is what you call a product which can
be thrown out after it has been used. These desechables, these
‘disposable children’, are murdered by the army and police forces of

1
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Colombia, Brazil and the Philippines in order to ‘clean up’ their cities.
According to the 1997 report of the UN Development Programme,
there are 200,000 street children in Brazil. Hundreds of them have
been murdered by the ‘upholders of law and order’ in recent years.
The International Labour Office also calculates that some 250 million
children between the ages of five and fourteen are obliged to work in
order to survive (Le Soir, 13 November 1996 and 27 February 1997).
A significant number of these children become bonded labourers to
repay debt (Bonnet, in Schlemmer, 1996). In the countries of the
North, networks for the sexual abuse of children are frequently
uncovered. The bodies of these children are treated as goods to be
disposed of after use (Tondeur, 1996).

No self-respecting human being can be unmoved by such injustice.
We are moved to unite with others and do what we can, to put an end
as quickly as possible to this intolerable state of affairs.

Barbarism now reigns over a significant part of human civilisation.
This does not mean that those living in such conditions do not have
the will to change their lot. They are not barbarians! Hundreds of
millions of people struggle every day, have organised themselvesinto
movements for a better future. This book is dedicated to them. Their
creativity and their struggles have strengthened my belief in the
possiblity for emancipation.

Karl Marx declared long ago that the emancipation of the
oppressed can be achieved only by the oppressed themselves. The
fundamental objective must be that of contributing to this emanci-
pation of the oppressed, wheresoever on the planet they may be.

SOME COMMENTS ON THE WAY THE BOOK HAS BEEN
ORGANISED

This introduction contains 45 theses, each of which provides a
synthesis of a section of the book. For reasons of space, we have not
included theses on the parts of the book devoted to neo-liberal
ideology, alternatives and counter-initiatives. Readers are
encouraged to read the theses, but if this seems an onerous task you
can move on directly to Chapter 1 and return to the theses upon
completing the book. You are also encouraged to consult the glossary
whenever an expression or acronym creates the slightest doubt. The
authors and works cited in the book, or consulted during its writing,
can be found in the bibliography at the end of the book. In the body



INTRODUCTION/3

of the text itself, whenever there is a quotation or one or more authors
is referred to, we have noted in parentheses the name of the author,
the year of publication of the work and, when appropriate, the page
number. You will also find an annotated chronology at the end of the
book on the relationship between the World Bank and IMF, on the
one hand, and the Third World on the other.

All comments, suggestions and criticisms are welcome, to make
the book easier to understand, to correct oversights and to rectify
mistakes that escaped the author’s attention.

THE BOOK’S THESES

1. From the 1980s onwards, we have seen a worldwide process of
massive impoverishment on a massive scale resulting from a
series of deliberate policies collectively referred to as ‘neo-
liberalism’. The book backs up this statement with a critical
analysis of statistics provided by, among others, the United
Nations Development Program (UNDP), the World Bank, the
IMF and the OECD; and with observations made by the author,
who has made several study trips through Third World
countries, Eastern Europe, North America and Western Europe
(Chapter 1).

2. Globalisation (see glossary) is part and parcel of the deregulation
of capital markets implemented by the governments of the main
economic powers and by the multilateral financial institutions
that serve them (the World Bank, the IMF, the Bank of
International Settlements; see glossary) (Chapter 1).

3. Globalisation has meant a growing financialisation (see
glossary) of the economy in every country in the world, to such
a degree that some writers speak of the ‘tyranny’ of financial
markets that considerably reduces the margin for manoeuvre of
government policy-makers. This does not mean, however, that
we have reached the point of no return. Financial markets can
be disciplined once again if governments decide to do so.

4. Globalisation is not a purely economic process. It has been dra-
matically accelerated by the policies consciously pursued by a
growing number of governments in the wake of the Reagan and
Thatcher experiences in the early 1980s. Successive
governments have deliberately diminished the possibility of
public intervention in the economy (Chapters 1 and 4).
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10.

11.

. Whatisneeded is a clear change of tack, placing the satisfaction

of human needs at the heart of government policy. To this end,
restrictive measures must be taken against the holders of capital.
The oppressed can become agents for revolutionary change.
Globalisation can be avoided; those who insist it cannot should
know thatthey can be removed from office (Chapters 17 and 18).

. After almost 20 years of neo-liberal policies, economic growth

has not reached the levels of the three decades that followed the
Second World War. Development has not only slowed, the new
neo-liberal framework means that inequalities have increased
both within countries and between the countries of the centre
and those of the periphery (Chapters 1-4).

. The type of globalisation underway has meant a recentring of

investments, production and trade towards the world’s three
main industrial, financial and trade poles: North America,
Western Europe and Japan (Chapter 3).

. The Third World and the former Eastern Bloc have been mar-

ginalised, except for a small number of countries (Chapter 3).
Within these two regions of the world, accounting for 85 per
cent of our total population, there has also been a growing mar-
ginalisation of a majority of the population, concentrated in the
most dispossessed zones.

. In the countries of the North, a growing minority have been

excluded from productive activity. They survive thanks only to
the mechanisms of collective solidarity (social security systems)
that were the fruits of struggles by the oppressed through much
of this century. Otherwise, they live off scraps and the
underground economy (Chapter 1).

In its current form, globalisation has meant both an opening of
borders for capital flows and a closing of the borders of industri-
alised countries to the populations of the Third World and
former Eastern Bloc (Chapters 8 and 12).

Wealth is produced by human labour and nature. A growing
proportion of the surplus of human labour is being channelled
into the financial sphere by the holders of capital. They invest a
decreasing share of this surplus in the productive sphere. This
process cannot continue indefinitely. If a change in tack is not
made under pressure from below, it could last for some time and
be the source of repeated and increasingly damaging financial
crashes (Chapters 3, 4 and 16).
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12.

13.

14.

Globalisation has been accompanied by a global offensive by
Capital against the labour of workers and small producers
(Chapter 1).

Globalisation has accelerated the process of centralisation of
capital in the hands of a few hundred companies. The power of
multinationals has grown and usually led to the emergence of
oligopolies (see glossary) (Chapters 2 and 3). Nevertheless, care
should be taken not to exaggerate this process. There is intense
competition between multinationals, they are not able to
establish global monopolies. One indication of the limits of glo-
balisation is that multinationals have not broken ties with
national states. As a general rule, they continue to rely on the
backing of the state of their country of origin.

Unemployment in the North isnot the result of massive transfers
of production from the North to the South or to Eastern Europe
(Chapter 3). Interesting in this regard are the unequivocal
results of two comprehensive working papers publishedin 1997
by the highly respected National Bureau of Economic Research
(NBER). The NBER based its findings on the study of a large
sample of US multinationals and their subsidiairies, over a ten-
year period from 1983 to 1992. In only a marginal number of
cases have jobs from the headquarters of companies in industri-
alised countries been replaced by jobs in their Third World
subsidiairies. At the same time, there is a lot of movement
between the Third World subsidiaries themselves. The authors
of the study note that ‘the rise of investment in countries like
Brazil poses a much smaller threat to employment at company
headquartersin the USA than it does to employment in the sub-
sidiaries of developing countries in Asia’. Further on, the
meticulous econometricians at the NBER compare the different
subsidiaries and conclude that ‘the activities of subsidiaries in
developing countries are complementary to, and do not
substitute for, the activities of subsidiaries in the developed
countries.” Therefore, even between subsidiaries, we come
across the same phenomenon; workers are placed in a situation
of competition with one another, but only when the subsidiaries
are in countries where skill and productivity levels are
comparable. Nike provides a concrete illustration of these
academic findings. Before the Asian crisis, one of its main
contractors in Indonesia awarded its workers a 10.7 per cent
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15.

16.

17.

18.

increase in wages. A Nike spokesperson worried that Indonesia
might be in the process of becoming ‘too expensive for the
market’. Nike takes a similar approach to Vietnam, where in
1997 it dismissed 447 of its 6,000 workers, who had had the
audacity to struggle for a wage increase that would give them
more than the monthly minimum wage of $45 (Le Monde, 24
June 1997).

The crisis that has rocked Southeast Asia—specifically Thailand,
Indonesia, the Philippines and Malaysia — from the summer of
1997 onwards, shows the limits of a ‘development’ model based
on low wages, an open economy and export-oriented growth
that puts the internal market on the back burner. This model
goes hand in hand with a permanent tendency towards the
deepening of the current account deficit. As in the case of the
Mexican crisis in 1994, this problem is rooted in a basic
imbalance. Imports grow more quickly than exports, due to a
relationship of sustained dependence that leads such countries
to import most of their industrial goods and most luxury items
for the rich. Exports grow only in proportion to such a country’s
ability to maintain ‘attractive’ wage levels, in a context of
competition from subsidiariesin other countries. Growth can be
very strong, but it is built on a destabilising leap forward that
presupposes an ongoing distortion of the country’s socio-
economic structure. The total liberalisation of capital inflows
and outflows puts these countries at the mercy of possible
massive and sudden outflows of capital in search of quick profits
or a safe haven. The crisis resulting from this capital outflow
increases government and domestic companies’ short-term
need for liquidity. Debt rises very quickly (Chapter 16).
Beginning in the sixteenth century, the development of inter-
national credit has followed close on the heels of the extension
of Buropean capitalism across the planet (Chapter 6).

At the end of the nineteenth century and in the early part of the
twentieth century, the use of foreign debt as a weapon for
domination and destruction played a key role in the policies of
the main capitalist powers towards second-rank powers (China
and the Ottoman Empire) that could have become capitalist
powers themselves (Chapter 6).

During the 1930s external debt crisis in Latin America, 14
countries in the region unilaterally decided to suspend debt
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20.

21.

22.

23.

payments. This helped pave the way for economic success, with
14 governments of different political hues reacting simulta-
neously and implementing policies focused more than ever on
domestic markets. During the 1980s debt crisis, the United
States and the other main capitalist powers imposed country-by-
country negotiations and came out on top (Chapters 6 and 7).
The Third World and Eastern Bloc debt crisis is closely
intertwined with the first stages of the deregulation of financial
markets in the second half of the 1960s (Chapters 5 and 7).
The Third World grew rapidly from the second half of the 1960s
until the end of the 1970s. Private banks, the World Bank and
governments in the North (especially through export credits)
pursued an active policy of low-interest loans, or even negative-
interest loans. For countries of the South at the time, borrowing
was therefore a very interesting proposition, especially as export
earnings were on the rise thanks to an increase in the volume of
exports to the North. Governments in the North encouraged
such borrowing in order to find outlets for their goods. For their
part, private banks held a considerable volume of capital on
deposit and were on the lookout for investments, even high-risk
ones (Chapters 5,7, 9,10, 14 and 16).

The Third World debt crisis, which began in 1982, was due to
the sudden increase in interest rates decided by the US Federal
Reserve atthe end of 1979, the drop in export earnings (creating
a trade deficit for the South) and the suspension of bank loans
(Chapter 7).

The governments of the North and South, the multilateral
financial institutions (IMF, World Bank) and the big private
banks managed the Third World debt crisis in such a way as to
force Third World and Eastern European countries — which had
acquired real industrial and even financial power — into a cycle
of dependence. The Southeast Asian crisis can be expected to
produce similar results (Chapter 16). As for the least developed
countries of the Third World, which had not gone through a
cumulative experience of industrialisation, their subordination
to the main industrialised countries has merely been deepened
(Chapters 10, 11, 14, 15 and 16).

The international lenders, the IMF, the World Bank, the Paris
Club (which brings together the North’s governments in their
capacity as lenders; see glossary) and the London Club (which
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25.
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27.

brings together the North’s private banks; see glossary) dictate
their conditions to debtor countries (Chapters 10, 11, 14, 15
and 16).

Structural adjustment plans are an instrument for reining in the
countries of the Third World (Chapters 10,11, 14, 15 and 16)
and Eastern Europe. The logic of these plans has been exported
to the countries of the North, whose populations have also been
subjected to austerity plans (Chapter 13).

The effects of these plans have in general been disastrous. In
some cases they have intensified terrible social crises, leading to
a spiral of so-called ethnic and so-called religious conflicts, and
even to the break-up of entire states. The listis already verylong,
the number of deaths exponential: Somalia, former-Yugoslavia,
Algeria, Rwanda, to name a few. While structural adjustment
programmes have not been the central factor in these crises,
they have been powerful catalysts (Chapters 11 and 15).

The repayment of foreign and domestic debt has been a
tremendous mechanism for transferring the wealth created (or,
rather, a part of this wealth: the surplus) by the workers and
small producers of Third World countries and the former Eastern
Bloc, to domestic holders of capital (the South and Eastern
Europe’s capitalists) and to the North's capitalists (Chapter 8).
This is not a mere draining of the periphery’s resources by the
centre. Rather, a class analysis reveals that this transfer of
wealth is part of the aforementioned generalised offensive of
capital against labour. This offensive aims specifically to re-
establish the capitalists’ rate of profit — known as ‘company
performance’ —in the long term.

Debt is one mechanism among others for subordinating the
peoples and governments of the periphery to the centre,
symbolised by the Group of Seven (G7) most industrialised
nations. Other such mechanismsinclude: unequal trade and the
deterioration of the terms of trade for the countries of the South;
the control of world trade by multinationals and the industri-
alised capitalist countries; military domination by the Northern
powers; capital flight from the South to the North; the repatria-
tion of profits stemming from the operations of multinationals
from the North in the South; the ‘brain drain’ from South to
North; protectionist barriers put up by the North against goods
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32.
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34.
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36.

from the South; restrictions on the travel and migration of
citizens from the South to the countries of the North (Chapter 8).
Repayment of the public debt by the governments of industri-
alised countries is analogous to Third World repayment of
foreign debt. The terms are different, however, since this is
largely debt contracted within the same country. Public debt
instruments are mainly bought by holders of capital. This debt
is paid back by states for whom such payments eat up an
increasing part of tax revenues, which largely come from
working people. This is another mechanism for transferring
surplus wealth (see glossary) created by workers towards
holders of capital (Chapter 8).

Internal public debt in the South has grown enormously,
especially in Latin America and Asia. Repayment is another
mechanism for transferring a part of surplus wealth to holders
of capital (Chapter 14).

The World Bank and the IMF are controlled by the main powers
of the capitalist centre. These institutions intervene daily in the
political life of debtor countries to decide the main orientation of
policies pursued by governments of the South and of Eastern
Europe (Chapters 9,11, 12, 14,15 and 16).

These institutions have a very powerful weapon for blackmail.
If the governments in question do not make payments on their
debts in line with the conditions dictated by the IMF, the World
Bank and the Paris and London Clubs, their line of credit will be
cut off. In such cases, there is a serious threat that all sources of
foreign financing will be closed off (Chapters 11, 12 and 16).
Much of the debt in question is illegitimate (Chapter 15).

The peoples of the Third World amply repaid contracted debt
before the rise in interest rates at the beginning of the 1980s, for
which they are in no way responsible (Chapters 7, 8, 14 and 15).
Yet the Third World is four times more indebted than it was at
the time of the 1982 crisis, for it had to borrow anew to pay the
higher interest rates (Chapter 8).

Real income from Third World exports has dropped even though
total volume has actually increased. The terms of trade (see
glossary) between the South and North have deteriorated for
the South (Chapters 7, 8,12, 14 and 16).

The biggest Third World debtors in the 1980s were Mexico,
Brazil and Argentina. The very character of their foreign debt
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was transformed to the benefit of the North's private banks, with
the complicity of the governments in question. This was done
through the joint intervention of US government officials (the
Baker and Brady Plans), the cartel of private lender banks (the
London Club), the IMF and the World Bank. The banks signifi-
cantly reduced the burden of these debts in their portfolios. They
protected themselves from bad debts by taking advantage of
various tax exemptions and cuts granted to them by most
governments of the North for the bad part of their portfolios.
Since the beginning of the 1990s, the North's private banks only
make short-term and high-interest loans, when they loan at all.
Indeed, much like other players in the financial markets
(pension funds, mutual funds, insurance companies, and so on),
they primarily purchase bonds and other paper issued by some
of the biggest debtor countries (Mexico, Brazil, Argentina and
Turkey) and guaranteed by the governments in question. This
phenomenon has been labelled the ‘securitisation’ of debt (see
glossary). As a result, private financial players can part with
debt paper as soon as risk appears, or when they feel their
investment can yield more in another sector or in another
country altogether (Chapters 5, 14 and 16). In the wake of the
East and Southeast Asian crisis, the big private financiers and
the IMF have obliged the governments in question to nationalise
a significant proportion of the debts of their private companies
and to issue government bonds on international financial
markets. They have been forced to do thisin order to ensure the
repayment of emergency loans made by the major credit insti-
tutions under the auspices of the IMF. Broadly speaking, the
Asian crisis is being handled in the same way as the 1980s Latin
American debt crisis. The process of ‘securitisation’ has been
given a major boost as a result. The adjustment now being
imposed on the peoples and economies of East and Southeast
Asia is just as brutal as what was done in Latin America, if not
more so. If you look specifically at the pace at which privatisa-
tion is meant to take place, at the huge leap in unemployment
and at the partial loss of national sovereignty, it becomes clear
that the ‘adjustment’ is taking place much more swiftly than at
the beginning of the 1980s in Latin America.

The netresultisthat debtor countries are much more vulnerable
than before; their debt can be easily sold off. Overnight, these
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countries might find they are unable to raise the huge sums
required for repaying their debts and ensuring their balance of
payments. The Mexican crisis of December 1994 and the East
and Southeast Asian crises of 1997 and 1998 are proof of this.
The growing instability of the global financial system is
heightened by the ease with which market players can acquire
debt paper and currencies and dispose of them when they feel the
need. The 1997 financial crisis in Southeast Asia subjected the
four ‘dragon’ economies (Thailand, Malaysia, Philippines and
Indonesia) to attacks from market players that speculated
against their currencies, creating a domino effect that subse-
quently hit Hong Kong, South Korea and Brazil. This is further
proof of the systemic instability of the current order. As during
the 1994 Mexican crisis, IMF intervention was required to limit
the damage. But the IMF is not Santa Claus. It provides loans —
with a risk premium on its interest rates — that increase the
burden of foreign debt in the targeted countries. The IMF clearly
comes out on top in such operations.

There has been an overall increase of financial flows into a few
Third World countries since the beginning of the 1990s. Into
China, whose foreign debt rose by 123.2 per cent between 1990
and 1995. Into the four ‘dragons’ of Southeast Asia, whose debt
rose by 80 per cent between 1990 and 1995. Into the four
‘tigers’ (South Korea, Taiwan, Hong Kong and Singapore),
whose debt rose by 114.6 per cent between 1990 and 1995.
Finally, into Mexico and Brazil. In all these countries, anew debt
cycle has begun, whose features have already been described.
Until the summer of 1997, the four ‘dragons’ and South Korea
had no problems meeting their foreign debt obligations. The
crisis that hit during the second half of the year plunged them
into an entirely new situation. Debt servicing has become very
onerous, indeed almost unbearable. China might experience
similar difficulties in the near future (Chapters 5, 14 and 16).
There has also been a change in the form of debt in the highly
indebted poorest countries (HIPCs). Private banks are no longer
interested in such countries. The main lenders are governments
of the North (bilateral debt) and international financial institu-
tions (the IMF, the World Bank and its regional associates: the
African Development Bank, the Asian Development Bank and
the Inter-American Bank for Development). Most debt payments
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from the poorest and most indebted countries go to the interna-
tional financial institutions, which take in more than they lend.
Such countries devote an increasing share of the Public
Development Aid they receive to paying off their multilateral
debt with the IMF and World Bank. To add insult to injury, a
portion of the loans made by the International Development
Association (IDA, one of the divisions of the World Bank; see
glossary) is immediately used to pay back the International Bank
for Reconstruction and Development (IBRD, the main division of
the World Bank; see glossary) and the IMF. The money from one
till at the World Bank — ostensibly earmarked to improve the lot
of the people in debtor countries —comes back to the World Bank
via another till through foreign debt repayment. As a general
rule, these sums never actually leave Washington, where the
IDA and IBRD (World Bank) and IMF headquarters are located
(Chapter 14). To top it off, Public Development Aid has fallen
precipitously as a result of government spending cuts in the
North.

In the face of criticisms from sections of the social movements in
the North and South, the World Bank has decided to improve its
public image by providing loans for healthcare, education and
water treatment projects. Increasingly, these loans go to local
governments and non-governmental organisations (NGOs). In
addition, in 1996 the World Bank publicised a programme for
easing the debt burden of the HIPCs. This initiative received
enormous support in political and media circles. Its goal is to
make debt servicing more ‘sustainable’ for 41 countries
(Chapter 14). According to the UNDP, the World Bank and TIMF
initiative (the HIPC initiative) involves a smaller investment
than it cost to build Euro Disney on the outskirts of Paris. The
‘initiative’ has been greeted with open arms by a number of
NGOs in the North and South, by the governments of the
concerned countries and by the media. However, it offersnoreal
solution to the problems of debt burden and the drastic cuts
being made in social spending in the debtor countries. The two
real objectives of the IMF and World Bank are, first, to ensure
that debtors can maintain regular debt payments and, second,
to keep the countries in question in their clutches.
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In its current form, globalisation is hastening environmental
decline, in spite of the decisions taken at the Rio World Summit
on the environment in 1992 (Chapters 8 and 10).

From the start, the foundations of liberal ideology have been sys-
tematically contradicted by the facts. But the economic and
social crisis of the 1970s and 1980s has given this ideology a
new lease on life, thanks to the global offensive of capital against
labour (Chapter 13). That being said, is the neo-liberal machine
not now running out of steam?

There is an urgent need to formulate alternatives. The starting
point for such alternatives must be that of satisfying the priority
human needs of the vast majority of the world’s population
(Chapter 17).

For these alternatives to begin to work in practice, the different
social movements have to come out of their respective corners.
We have to begin the arduous task of building a new kind of
internationalism and of rethinking a project for emancipation
(Chapter 18).



Globalisation and the
Neo-Liberal Offensive

THE DETERIORATION IN LIVING CONDITIONS:
EMPLOYMENT AND WAGES

During the 1970s, the world economy began a long wave of slow
growth. This stood in stark contrast to the nearly 30 years of rapid
postwar economic growth that had come immediately before
(Mandel, 1972, 1978, 1982; Husson, 1996; Montes, 1996; Went,
1996).

During the period 1960-73, before the beginning of the long wave
of slow growth, the average annual rate of growth in the European
Union (known as the Common Market at the time) was 4.7 per cent,
in the United States 3.9 per cent and in Japan 9.6 per cent. Between
1982 and 1994, the respective growth rates were 2.1 per cent, 2.4
per cent and 3.6 per cent (Montes, 1996).

The crisis that began in Southeast Asia will lead to even lower
growth rates in 1998. At the very best, the Japanese and South
Korean economies will grow by 1 per cent. The head of the US Federal
Reserve, Alan Greenspan, wondered if ‘deflation might now be a
possibility’ (Le Monde, 12 January 1998 and International Herald
Tribune, 9 January 1998). If this possibility were to become fact, there
could well be a simultaneous fall in prices, wages, household
consumption and industrial production. A new round of massive
dismissals in industry and services could take place the world over.
Even if such a sequence of events does not occur, it seems highly
unlikely that high levels of growth will be reached in the short term.

14
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Since the beginning of the crisis in the 1970s, the world has
experienced a series of major changes that have progressively
eroded living conditions for a majority of the planet’s inhabitants.
Mass unemployment has settled in for the long haul, the unequal
distribution of wealth has intensified and working-class wages have
fallen sharply.

MASS UNEMPLOYMENT
The Industrialised Capitalist Countries

Looking only at those countries that already belonged to the
Organisation for Economic Cooperation and Development (OECD; see
glossary) in 1993, in 1996 there were officially 37 million
unemployed. This is three times the figure in the early 1970s, in a
population with a near-zero growth rate. The average unemploy-
ment rate in these countries has more than doubled, from 3.2 per
centin 1960-73 to 7.3 per centin 1980-94.

The number of unemployed in these countries rose by 10 million
between 1990 and 1994. In fact, the 37 million figure actually
underestimates the true situation because it does not account for a
number of different categories of the unemployed. The number of
unemployed in 1998 in OECD countries (taking into account only
those countries that belonged to the OECD in 1993) is actually
somewhere between 60 and 70 million.

The deregulation of the labour market is merely a mechanism for
shifting from ‘declared’ to ‘disguised’ forms of unemployment
through the creation of poorly paid and unproductive jobs.In 1987,
according to the United Nations Conference on Trade and
Development (UNCTAD; see glossary), more than 6 million people
working in the service sector in the USA and more than 700,000 in
the United Kingdom belonged to this ‘disguised’ category of unem-
ployment. While US and Japanese officials boast about their
successful fight against unemployment, the facts tell a different story.
UNCTAD estimates that in 1987 — the most recent year for which
reliable figures for comparison are available — the real unemploy-
ment rate was 11.5 per cent in the US, more than 13.3 per cent in
Japan and more than 13.2 per cent in the UK (UNCTAD, 1995).

According to the 19 March 1993 Wall Street Journal, the economic
restructuring currently underway ‘could lead to the elimination of
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some 25 million jobsin the United States, thatis between one and two
million jobs per year for the next 15 to 20 years’. The same issue goes
on to quote the head of a consulting firm: ‘We know how to explain
job loss but are unable to see where jobs will be created.’

In the Former Eastern Bloc Countries

Unemployment has skyrocketed since the beginning of the 1990s.
World Bank officials prescribe a necessary unemployment rate of 20
per cent for these countries. Indeed, at an April 1992 seminar held
in Turin on the Eastern European adjustment, one of the two World
Bank representatives presented the following hypothesis: ‘[perhaps
we should] judge our success in achieving adjustments in Central
and Eastern Europe by the extent to which unemployment rises
rather than by the extent to which we [are] able to keep unemploy-
ment down’ (George and Sabelli, 1994).

In late 1994—early 1995 the number of officially unemployed in
the Russian Federation was 1.69 million, but the real situation is
actually much worse. Based on different press and trade union
sources, Jean-Marie Chauvier has calculated that in early 1995
almost 12 million workers were unemployed, or 15.4 per cent of the
active population (Chauvier, 1995, unpublished). The World Bank
representatives’ fondest wishes may yet be fulfilled!

In the Third World

Official figures systematically understate the reality of unemploy-
ment. Our calculations reveal that somewhere in the vicinity of 1
billion jobs would have to be created to ensure properly paid work for
all. The implementation of structural adjustment programmes has
led to a steep increase in unemployment for a number of reasons.
First, there have been mass dismissals in the public sector. Second,
the domestic market has been sharply cut back, leading to
bankruptcy for many companies. In 1995 in Mexico, for example,
following the December 1994 crisis, 850,000 jobs were eliminated
(Toussaint, 1996c¢). Third, export-oriented policies in agriculture
have hit subsistence farming hard, accelerating the rural exodus of
huge numbers of the unemployed to the cities.

Millions of jobs have been lost as a result of the Southeast Asian
crisis that began in 1997.Itis estimated that, in 1998, 3 million jobs
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have been lostin Indonesia, 1.7 million in Thailand and 1 million in
Malaysia.

GROWING INEQUALITY IN THE DISTRIBUTION OF
WEALTH AND A DROP IN WORKING-CLASS WAGES

The unequal distribution of wealth has been greatly accentuated.
There has been a pronounced drop in revenue for those who are
dependent on waged work, for those who work the land and for those
condemned to unemployment. Those who live off revenues from
capital, on the other hand, amass an ever growing share of new
wealth. In the 30 years from 1960 to 1990, there was a doubling in
the ratio of inequality in the way wealth was shared out between the
richest and poorest sectors of the world’s population. The wealthiest
20 per cent of the planet’s inhabitants earn more than 150 times the
income of the poorest 20 per cent (UNDP, 1992).

According to the United Nations Development Programme, 3.5
billion people taken together hold only 5.6 per cent of total global
wealth. The richest 358 people on the planet have an accumulated
fortune greater than the total annual wages of 45 per cent of the
world’s poorest inhabitants (2.3 billion people) taken together
(UNDP, 1996). ‘This is a comparison between assets and income, but
if a comparison of assets were possible, it would be even more striking.
Of course, the assets of the very poor are usually worth much less
than their annual income’ (UNDP, 1996).

In the Third World

According to the World Bank, 1.3 billion people live on less than $1
per day, which means they live below the line of absolute poverty.
The World Bank has arbitrarily set $1 as the threshold for absolute
poverty in all Third World countries outside Latin America, where it
isset at $2. Yet what would be the statistical impact of bringing this
measure more into line with the actual cost of living (or, rather, of
survival in this case)? If it were increased to $3 or $4 per day, for
example, it would provide a more accurate gauge of the real situation
of poverty and deprivation experienced by the majority of the
population in Third World countries.

The World Bank, however, has elected to obscure this harsh reality.
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With the increase in the price of staples and basic services in Third
World countries, $3 or even $4 per day are not enough to find even
adequate food and shelter — never mind for education, health care
and culture. By setting the threshold of absolute poverty at $1 per
day, the World Bank has consciously chosen to underestimate the
number of absolute poor. The World Bank argues that poverty is a
marginal phenomenon in the Third World, while in fact the majority
of the population in most Third World countries live below the
threshold of absolute poverty. In Brazil — whose population exceeds
160 million — the prices of basic necessities in 1997 were the same as
in France and Belgium, even though the legal minimum wage was
about $100 per month. The World Bank estimates that 35 million
Brazilians, or a little more than 20 per cent of the population, live
below the absolute poverty threshold. In point of fact, according to
our calculations, the actual figure is 60 per cent of Brazilians, three
times higher than World Bank estimates. Treating poverty as a
marginal phenomenon is part of an attempt to deny the ruinous
failure of IMF and World Bank-imposed structural adjustment
policies. The egalitarian redistribution of wealth is an inescapable
measure for achieving genuine development. Falsifying statistics on
poverty is one way to deny the urgent need for measures going in
such a direction.

In Eastern European Countries

The UNDP and World Bank have set the poverty threshold at $4 per
day per person. According to the UNDP, 90 per cent of Bulgarians
were living below this threshold in 1997 (Le Monde, 5 March 1997).

In the Russian Federation, workers’ real wages were estimated to
be at 70 per cent of their 1991 levels. The ratio of inequality between
the 15 million ‘wealthiest’ and the 15 million ‘poorest’ Russians was
9.05in 1993; one yearlaterit had risen to 16! Official sources say 23
per cent of the Russian population do not have enough to buy the
basic basket of groceries, worth some $33.75 dollars (135,000
roubles) per month. This is hardly surprising since the official
minimum wage is $5.13 (20,500 roubles) per month. In other
words, a person would have to make six times the minimum monthly
wage in order to afford the basic basket of goods.
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Trade unions say the minimum required every month is actually
higher than the official figure. They say $42 (168,000 roubles) per
month are required to ‘reproduce the labour force’.

In January 1995, teachers made on average $54 (216,900
roubles) per month, and workers in heavy industry $95 (378,600
roubles). Workers with dependants barely manage to ‘reproduce the
labour force’.

The business paper Moscow Times estimates the cost of a basic
basket of goods for the nouveaux riches at $625 (2.5 million roubles)
per month. It calculates the cost of a higher-quality basket of goods
to be $2,000 (8 million roubles); this is enough to live comfortably
‘without excess’. Yet even this amount of money isnot enough torent
an apartment in central Moscow, where rents vary between $1,000
and $2,000 per month. Nor is it enough to dine in the city’s chic
restaurants and fancy nightclubs (our thanks to Le Monde
Diplomatique journalist Jean-Marie Chauvier for these figures).

Plunged into poverty by IMF-led structural adjustment, many
republics of the former Soviet Bloc are now classified as developing
countries by the World Bank, along with ‘low’ and ‘middle-income’
Third World countries (see World Bank annual reports since 1993).
The republics of Central Asia now stand shoulder-to-shoulder with
Syria, Jordan and Tunisia. This change in classification is not merely
the result of a change in the way revenue statistics are handled.
Rather, it reflects the post-Cold War situation, in which market-
oriented reforms aim at the “Third-Worldisation’ of Eastern Europe
and the former USSR and at concentrating wealth and well-being in
a small number of ‘developed’ market economies.

In the Highly Industrialised Capitalist Countries

There has been an undeniable decline in wages for the majority of
people in these countries, too. US figures are quite striking in this
respect. While household income rose across the board between
1950 and 1978, this tendency was radically rolled back between
1978 and 1993. The great majority of Americans have seen their
wages decline, while the wealthiest social strata continue to
accumulate new wealth (see Table 1.1).

Under the Reagan administration, the wealthiest families (1 per
cent of all households) saw their average annual income rise by
nearly 50 per cent. According to the 18 April 1995 edition of the
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International Herald Tribune, “The wealthiest one per cent of American
households hold almost 40 per cent of the country’s total wealth.’ For
an analysis of inequality in France, Alain Bihr and Roland
Plefferkorn’s 1995 work Déchiffrer les Inégalités is extremely helpful.

Table 1.1 Evolution of the real income of US households

Between 1950 and 1978: %
the poorest 20% +140
the 2nd 20% +98
the 3rd 20% +105
the 4th 20% +110
the richest 20% +99
Between 1978 and 1993:

the poorest 20% -19
the 2nd 20% -8
the 3rd 20% -4
the 4th 20% +5
the richest 20% +18

Source: US News and World Report, 6 February 1995.

Between 1977 and 1992, the productivity of US workers rose by
30 per cent while real wages fell 13 per cent (Decornoy, 1995).

In the European Union, the share of wages in Gross Domestic
Product (GDP) fell by nearly 10 per cent between 1981 and 1994
while capital gains rose. EU real wages had risen in the 1970s at an
annual rate of 4.5 per cent, in step with increases in productivity. In
the 1980s, real wagesrose 0.9 percent annually. Between 1991 and
1994, they rose 0.7 per cent annually, falling behind increases in
productivity (Montes, 1996).

THE UNDP VIEW ON DECLINING LIVING CONDITIONS IN
THE WORLD

The following are excerpts from the UNDP’s 1997 Report on Human
Development in the World (published in French in June 1997). All
references are to the UNDP report, unless otherwise stated.

The 1997 UNDP report seeks to measure the reality of human
development on the backdrop of extreme poverty.
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The Third World and Eastern Europe

Over the last 15 to 20 years, more than a hundred countriesin the
Third World or the former Eastern Bloc have experienced a bigger
and more lasting collapse in growth and drop in the standard of
living than what industrialised countries went through during the
deep crisis of the 1930s. (p. 7)

In the 11 October 1996 edition of Le Monde, UNDP director James
Gustave Speth said, ‘In fact, in more than a hundred countries per
capitarevenueislower today than it was 15 years ago. Itis quite clear
that about 1.6 billion people are worse off than they were at the
beginning of the 1980s.” It is worth noting, of course, that the
beginning of the 1980s coincides with the generalisation of neo-
liberal policies across the globe.

The Third World

In the Third World, 1.3 billion people survive on less than $1 per day.
Between 1987 and 1993, 100 million more people joined the ranks
of those earning less than $1 a day (p. 4).

160 million children suffer from moderate or serious malnutrition.
110 million children do not attend primary school, 275 million do
not attend secondary school (p. 33).

There are 1 billion illiterate people in the world, of whom 840
million are adults in the Third World. Of these, 538 million, or nearly
two-thirds, are women (p. 26).

840 million people go hungry every day or experience recurrent
food insecurity (p. 5).

One billion are not connected to clean water supplies (p. 5).

One third of people in the least developed countries do notreach the
age of 40 (p. 5).

2.5 billion people do not have access to proper sanitation facilities
(p.32).

Eastern Europe

With the restoration of capitalism in the countries of the former
Eastern Bloc, the average rate of absolute poverty in the region —
based on a daily wage of $4 (p. 2) —hasrisen from 4 per centin 1988
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to 32 per cent in 1994 — an eight-fold increase. The total number of
people living in poverty went from 14 million to 119 million during
this same period (p. 37). Of these 119 million, 60 million live in
Russia (p. 37).

In Ukraine, average daily calorie intake plummeted from 3,500
calories in 1989 to 2,800 in 1994. Children are the hardest hit. In
Russia, there are 30 times more new cases of diphtheria among
children — 500 cases in 1989, 15,000in 1993 (p. 31).

In Moscow, an estimated 60,000 children live on the streets
(p. 32).

In Bulgaria, the number of reported crimes has more than
quadrupled, totalling 223,000 in 1994 as compared to an annual
average of 50,000 in the 1980s (p. 34).

The Highly Industrialised Countries

In the industrialised countries, more than 100 million people live
below the threshold of absolute poverty —defined as the equivalent of
50 per cent of a country’s mean individual disposable income (p. 2).

In 1971, there were 25 million poor in the US, according to the
then president of the World Bank, Robert McNamara (McNamara,
1973,p.110). By 1985, there were 11.4 million more — 36.4 million
poor, about 14 per cent of the total population (Poverty in the United
States: 1995, Department of Commerce, Bureau of Census, 1996).

In the US, more than 47 million people do not have health
insurance (p. 31).

In London, there are 400,000 homeless, according to official
figures (p. 32).

In the heavily industrialised countries, more than 5 million people
are homeless (p. 27).

More than 130,000 rapes are reported every year, this being only
the tip of the iceberg (p. 27).

In the US, 2 million people are victims of violent crimes every year

(p. 34).

An Innovation of the UNDP: The Creation of the Human
Poverty Index (HPI)

The team that worked on the 1997 edition of the UNDP report sought
to measure poverty in the Third World using criteria other than



GLOBALISATION AND THE NEO-LIBERAL OFFENSIVE/23

income levels. It formulated a human poverty index that looks at
more than just monetary criteria.
The criteria used are:

* the percentage of people at risk of death before the age of 40;

* the adultilliteracy rate;

* services made available by all sectors of the economy. To
determine the quality of these services, three factors are
examined: the proportion of people lacking access to clean
water supplies; those lacking access to healthcare services; the
proportion of children under the age of five suffering from mal-
nutrition (p. 15).

Once formulated, the UNDP applied these criteria to a list of 78
Third World countries with reliable data. In spite of obvious
monetary poverty, some countries are able to cushion the effects of
this poverty by guaranteeing access to a number of services. ‘At the
head of the list are Trinidad and Tobago, Cuba, Chile, Singapore and
Costa Rica, in that order. These countries have managed to reduce
human poverty to an HPI of less than 10 per cent. In other words,
thanks to these countries’ specific efforts, less than 10 per cent of
their population suffers from human poverty’ (p. 22). According to
this system of classification, Cuba —in spite of the US blockade —comes
second, rising 39 points from its standing in a list of Third World
countries evaluated according to another UNDP index, the Human
Development Index (HDI).

THE FEMINISATION OF POVERTY AND THE OPPRESSION
OF WOMEN

The feminisation of poverty becomes apparent when one sees the
UNDP estimate that women account for 70 per cent of the 1.3 billion
people recognised as living below the threshold of absolute poverty.
Workforce participation is indeed a key factor, but women also
have to bear the burden of the household’s and family’s well-being.
Structural adjustment programmes and their array of social spending
cuts hit women harder than men. Women struggle daily to make up
for the difference between decreasing incomes and increasing prices.
Paying for medicine, food and school isnow a virtual impossibility for
a large number of women and their children. Where opportunities
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arise in difficult economic circumstances, patriarchal reflexes kick in
torestrict access by girls, young women and women to rights that are
essential for development and emancipation. Boys attend school
while girls help with the housework or go out to work to provide an
income supplement for the family. In India, 61 per cent of girls (above
the age of seven) and women are illiterate (UNDP, 1997, p. 55). In
Nepal, twice as many girls as boys go blind due to malnourishment.
In the Third World in general, more than half of all women suffer
from anaemia; in South Asia, anaemia affects 78 per cent of all
women (UNDP, 1997, p. 31). In the Zimbabwean capital Harare, the
number of women that die during childbirth doubled in the two years
following the implementation of a structural adjustment programme
which involved a 33 per cent cut in healthcare spending (UNDP,
1995, p. 44).

The capitalist system’s tendency to reorganise the world economy
in its own interest has had direct repercussions on relations between
the sexes. An analysis of the methods used reveals that, on the one
hand, the capitalist system takes full advantage of a pre-existing form
of oppression: patriarchy. At the same time, it accentuates the
features of this oppression. Indeed, women's oppression is a weapon
that capitalists use to control the workforce taken as a whole, and
even to justify their policies by shifting the responsibility of social
welfare from the state and collective institutions to the ‘privacy’ of the
family.

Take the example of dowry in India. Many think that forms of
gender-based violence — dowry deaths and the abortion of female
foetuses — are somehow the ‘remnants’ of a ‘backward’ society. Yet
studies by Indian feminists prove that, on the contrary, it was the
development of capitalism in India that led to an increase and inten-
sification of these forms of violence (Shah and Srinivasan, in Duggan
and Dashner, 1994).

Based on current wage rates, the invisible non-monetary contri-
bution of women is worth $11,000 billion. When one considers that
the total value of annual world production is $23,000 billion, it is
easy to understand women's contribution to humankind taken as a
whole (UNDP, 1995, p. 6). To top it off, this figure does not account
for persistent injustice in women's wage rates where their work is
indeed paid for.

Even considering those places where significant progress has been
made in this field, not a single country pays women at the same rate
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paid to men. Some industrialised countries have even fallen way back
in the human development classification. Canada, for example,
dropped from first to ninth place; Luxembourg fell 12 places; Holland
16; Spain 26 (UNDP, 1995). Predominantly female professions are
undervalued (healthcare, teaching). As far as the social safety net is
concerned (unemployment insurance, for example), women were
the first to be excluded by austerity packages as ‘live-ins’ and long-
term unemployed. They are herded into jobs where wages are much
lower, such as in free market zones. In Mexico’'s maquiladoras, for
example, women’s wages have plunged from 80 per cent to only 57
per cent of those of male workers. The fact that women work for a
pittance in such zones and in the informal sector is glorified by free
marketeers, starry-eyed over the absence of ‘paralysing’ state
regulations.

Official studies in the Chinese countryside carried outin 1988 and
1989 reveal that women earn 20 per cent less than men. Private
firms in the cities pay women on average 56 percent of a man’s wage.

Women'’s right to work is impeded by a multitude of government
measures. Women, of course, have the ‘option’ of part-time work,
which could be anything from half-time down to a ‘zero-hour’
contract in which the worker is at the employer’s beck and call to
work from zero up to any number of hours. And this, in spite of the
fact that every opinion poll has shown that a majority of women
workers would like to work full-time. Cutbacks in funding for services
such as nurseries and daycare centres, and the privatisation of other
services like retirement homes dramatically increase the number of
obstacles for women that want to work full-time. ‘Equality at work’
has been applied negatively to bring back night-shifts for women.
This is unacceptable as a point of principle and extremely difficult for
women in any case given their family responsibilities.

In the Third World, the World Bank — with the help of a number of
NGOs — finances a host of women's organisations and cooperatives.
It has decided all of a sudden that women are the key to development.
Although the World Bank is clearly trying to boost its public image,
it is only laying the groundwork for future misfortune. Take the
example of women-run tomato cooperativesin Senegal. They worked
very well until the day an Italian multinational decided to take over
the Senegalese market, crushing the defenceless cooperatives with
their competition and lower prices. The NGO concerned packed up
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shop once ‘its’ project was ‘complete’, leaving the locals to deal with
the nagging question of the unpaid World Bank loan.

Another effect of the patriarchal system is that poverty goes hand-
in-hand with violence. Before birth, female foetuses are aborted;
during childhood, there is sexual abuse; domestic violence after
marriage. An estimated 4 million women are victims of domestic
violence in Germany. In Canada, New Zealand and the United
Kingdom, studies show that one women in six is raped during her
lifetime. In 1997 in Spain, more than 60 women were killed by their
partners. Suicide among women is higherthan among men. Violence
against women erupts in times of broader conflict; of this, events in
the former Yugoslavia and in Algeria provide ample evidence.
Violence is an integral part of women's lives.

‘While women account for half of the electorate, only 13 per cent
of seats in parliament are occupied by women; and only seven per
cent of government posts’ (UNDP, 1997).

This handful of statistics, though far from exhaustive, demon-
strates more than ever the need for a specific struggle by women for
their emancipation. Let no one reduce this to a matter of ‘biology’.
Rather, it is a matter of wide-ranging choices a society must make to
ensure development, the only way to create genuine personal choice
in a series of key areas. Women in the North have better lives than
their sisters in the South thanks to the underlying fabric of social
gains from previous decades. Women must take on the ideological,
political and economic system that erodes these gains or prevents
them from being adopted.

THE GLOBALISATION OF CAPITAL: THE GROWTH OF
MULTINATIONALS

As part of the long wave of slow growth that began in the 1970s, a
number of significant changes have occurred in the way the world
economy is structured. Many economists have called this ‘globalisa-
tion’ (see glossary).

Multinational corporations have played a central role in this
process. They have increased their presence both in production and
trade (Adda, 1996; UNCTAD, 1994, 1997; Andreff, 1992 and
1996).

Today these corporations control 70 per cent of international trade
and 75 per cent of foreign direct investment. An estimated one third
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of global trade in goods and services is made up of intra-firm trade
between multinationals and their subsidiaries. According to
UNCTAD’s 1994 report, 37,000 multinationals (and their 200,000
subsidiaries) employed 73 million workers directly and about the
same number indirectly through their subcontractors. Their assets
were worth about $5,000 billion. More importantly, according to
the same study, the 100 biggest (non-bank) multinationals hold
$3,400 billion in assets, or nearly one-sixth of the estimated value of
all existing assets in the world. Two-thirds of this wealth is held in the

Table 1.2 Turnover or GNP in $billions (1992)

General Motors 132.4
Indonesia 126.4
Denmark 123.5
Exxon 115.7
Norway 112.9
South Africa 103.6
Ford 100.1
Turkey 99.7
Royal Dutch/Shell 96.6
Toyota 8§1.3
Portugal 79.5
IBM 64.5
Venezuela 61.1
Malaysia 57.6
Unilever 43.7
Pakistan 41.9
Nestlé 38.4
Sony 34.4
Egypt 33.5
Nigeria 29.6
Five biggest MNCs 526.1
Middle East and Africa 454.5
South Asia 297.4
Sub-Saharan Africa 269.9

Source: Institut de Recherche des Nations unies pour le Développement
social, States of Disarray, Geneva, 1995.
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multinationals’ small number of home countries. The 200 biggest
multinationals have a total turnover equivalent to more than a
quarter of the sum of the entire world’s gross domestic products. The
main multinationals have a turnover that is higher than the GDP of
a large number of countries.

Table 1.2 compares the turnover of the biggest multinationals with
the GNP of a few countries and regions in the world.

THE POLITICAL FACTOR

Globalisation cannot be understood merely by looking at the increase
in the weight of multinationals. The political factor has also been
essential. Without the active political intervention of the Reagan and
Thatcher governments, and then of all the governments that chose
to follow their lead, multinational corporations would not have been
able so swiftly and so radically to do away with the restrictions
hitherto preventing them from acting as they pleased, from exploiting
economic, human and natural resources as they saw fit (Chesnais,
1996).

This political intervention was carried out with four key objectives
in mind. First, the liberalisation of international capital flows and the
opening of domestic markets to international competition. Second,
the privatisation of state-owned companies and public services.
Third, the deregulation of the labour market and the dismantling of
the social safety net. Fourth, maintaining and improving competi-
tiveness through the pursuit and achievement of the first three
objectives.

The line of thinking that justified this political intervention has
been summed up by the Lisbon Group:

No matter the targeted sector (expanding or in decline, hi-tech or
not), or the size, strength and level of development of the country
in question, the argument has always been the same. Privatisation
is urgent, they say, in order to increase the competitiveness of an
industrial sector, a company or an economy in the throes of glo-
balisation. In addition, all markets must be liberalised in order for
local industry and companies operating on a global scale to be
competitive on international markets. Finally, industrial sectors
and markets have to be deregulated in order to accelerate the pri-
vatisation process, and in the process increase the competitiveness
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of local companies and the national (or regional) economy as a
whole.

Since these pressures are applied in most fields and, for the first
time, in almost every single country, everyone is trying to out-
compete everyone else and to be competitive the world over. In
such conditions, the near-universal ascendancy of competitive
capitalism as a normative system should not come as a surprise.
The bigger they are, however, the harder they fall. (Petrella, 1995)

Past Wage Concessions have not Created the Promised
Jobs

The dominant discourse sought to obscure another battle that still
rages today. The holders of capital have launched repeated attacks to
lower wages (and employer payroll taxes) and create more flexible
work schedules — all in order to intensify the rate of utilisation of the
productive apparatus (machines).

In spite of worker resistance, employer attacks have scored
significant victories. Mass unemployment has been created and used
by the dominant classes to roll back social gains in all fields.

The results speak for themselves. The gross profits of the big
industrial houses have increased over the last few years in almost all
the big capitalist countries, thanks to the combined effects of unem-
ployment, the downward pressure on wage costs and the
introduction of new methods of production (Serfati, 1996). While it
is not easy to measure the rate of profit, we can take note of the
increase in the rate of capital profitability (to use OECD terminology)
on the basis of studies by official bodies. According to the OECD, the
rate of capital profitability in the private productive sector rose from
13 percentin 1980to 15.9 percentin 1994. According to European
Union (EU) estimates, based on a profitability index where 100 is the
rate registered in the period 1961-73, profitability dropped to 71 in
the period 1974-85, and was back up to 88 in 1994 (Montes, 1996,
p. 142). According to the April 1997 edition of Fortune magazine, the
500 biggest companies in the world are all smiles; their 1996 profits
were up 23 per cent from 1995 even though their turnover had only
increased by 8.3 per cent.

The official discourse justified ‘today’s wage concessions’ on the
basis of the ‘profits, jobs and prosperity’ that were promised for
‘tomorrow’. The profits came, the restdid not. The conditions for prof-
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itability have been restored, but this growth will remain fragile for a
long time to come; and there is mass unemployment (Husson, 1996).
The weakness of effective demand — due to the reduction of both the
buying power of the majority of the world’s population and of
government social spending —is one of the main reasons for the world
economy'’s persistently sluggish rate of growth (Toussaint, 1995b).



The Concentration of
Capital

A WAVE OF CORPORATE MERGERS AND TAKEOVERS
AND THE CONCENTRATION OF CAPITAL

Since the second half of the 1980s, there has been a large number of
corporate mergers and takeovers the world over. This wave has been
helped along by the neo-liberal policies described in Chapter 1. These
policies have meant privatisation and the elimination of government
controls on the acquisition of domestic firms by foreign capital. This
wave of mergers/takeovers can best be gauged by the rapid increase
in foreign direct investment (FDI) (see glossary).

Between 1985 and 1991, total FDI rose three times more quickly
than global trade. The vast majority of these investments have gone
into corporation takeovers and mergers. They have only been
responsible for a very small increase in productive capacity; usually
they involve property changing hands, leading to greater concen-
tration of capital on an international level (Chesnais, 1994).

Table 2.1 shows that, in terms of value, foreign investment in the
United States has gone much more into buying up existing
companies than into creating new ones.

A study carried out by the US Federal Reserve has revealed that
more than a third of companies acquired between 1984 and 1989
were resold during the same period.

Table 2.2 shows that in a great number of economic sectors, a
handful of multinational corporations control the large part of
production (called a situation of oligopoly; see glossary). Though
oligopolies existed before, they have become much more common
since the 1980s.

31
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Table 2.1 Company acquisition and creation by foreign capital in the
us

1983 1984 1985 19861987 1988 198919901991

Acquisition

by value ($ billions) 5 12 20 31 34 65 60 55 17
by number 229 315 390 555 543 869 837 839 501
Creation

by value ($ billions) 3 3 3 8 6 8 9 n/a n/a
by number 476 449 363 485 435 555 456 n/a n/a

Source: Survey of Current Business, May 1992. From Francois Chesnais,
1994, p. 70.

Banking, retail sales, tourism and mass media are further examples
of corporate concentration in the framework of globalisation.

In 1995, five advanced capitalist countries (US, Japan, France,
Germany and the UK) controlled 168 of the 200 biggest multina-
tional corporations (Clairmont, 1997). These 168 account for 85.9
per cent of the overall turnover of the 200 biggest corporations.

The Third World is virtually absent from such rankings. Only
China, Brazil, Venezuela and Mexico make a modest appearance,
with one multinational each. These four multinationals account for
only 1 per cent of the overall turnover of the 200 biggest corpora-
tions. South Korea has indeed entered the select club of the major
industrial powers. However, its six multinationals account for only
2.3 per cent of the 200 biggest corporations’ total turnover. It will be
interesting to see what happens to South Korea’s multinationals
following the crisis that began in 1997. The main multinationals of
the industrialised countries are in favour of dismantling a number of
South Korean industrial houses organised into chaebols. It is
therefore not excluded that a number of South Korean multination-
als will be cut back and lose their place in the Top 200 hit parade.

THE ‘GLOBAL VILLAGE’

The term ‘globalisation’ is sometimes linked to the idea of a ‘global
village'. This gives globalisation a very user-friendly image.
Accelerated concentration in the mass media sector has given a
boost to this image makeover. Images we see on the television news
are in factrebroadcast by television networks the world over. A huge
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Table 2.2 Some examples of global concentration at the end of the

1980s and in the 1990s

Glass automobile parts 1988
Tyres 1988

Database management 1987

Medical equipment 1989

Instant coffee 1994
Grain 1994
Bananas 1994
Tobacco 1994
Image banks 1994
Cars 1994

Telecommunications 1997
and related equipment
Civilian aeronautics 1998

Microprocessors 1997

Three corporations accountfor 53
per cent of global production

Six corporations account for 85
per cent of global production

Five corporations account for 65
per cent of global production, 10
corporations for 100 per cent
Seven corporations account for 90
per cent of global production

Two corporations account for 80
per cent of global production

Five corporations account for 77
per cent of total marketed
production

Three corporations account for 80
per cent of total marketed
production

Four corporations account for 87
per cent of total marketed
production

Three corporations control 80 per
cent of the world market

Ten corporations account for 76
per cent of global production (the
five biggest account for 50 per
cent)

Four corporations account for 70
per cent of global sales

Two corporations (Boeing and
Airbus) account for more than 95
per cent of global production

One corporation (Intel) controls
60 per cent of the market

Source: author, based on Petrella (1995) and Chesnais (1997).
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majority of these television images are produced, chosen and
marketed by three image banks that control 80 per cent of the market
(see Table 2.2). In an era in which an event is not judged to have
occurred unless it has appeared on television, these image banks have
tremendous power.

Whatisnot shown on television simply does not exist. The way an
event is shown also plays a big role, as does the spoken commentary.
We have an increasingly one-dimensional and monolithic ‘world
view’, of which CNN provides a very good example.

The effects are staggering. African television audiences see the
situation on their continent through the eyes of local networks that
are fed their material by international news agencies and image
banks. In other cases — and this is hardly much better — the former
colonial powers’ television networks provide material to African
stations. France’s former colonies in Africa are submerged in footage
from France's public networks, free of charge. Africa’s public
networks do not have the means to provide their own footage. A
reporter from Cote d'Ivoire once quipped that it was easier to get
footage on the condition of farmers in the northeast of France than
on farmers in his own country.

In this sense, the ‘global village’ fosters exclusion. The ‘globalisa-
tion of news’ means excluding a part of the planet. In a village,
everyone knows their neighbours. In the ‘global village’ of the media,
they donot.

Entire regions of the planet only make the news when there is a
catastrophe of one sort or another. Dozens of television teams all
converge on one location at the same time to give viewers live
coverage of the catastrophe. The genocide of Tutsis and mass murder
of Hutu dissidents by the Rwandan army and the paramilitary militias
of the Habyarimana regime, in which about 1 million people died,
were not shown at the time they were carried out (April-May 1994).
Rwanda only really hit the screens in July—August 1994, when a
section of the Rwandan population fled the country en masse towards
former Zaire as part of the French army’s Operation Turquoise.
Television coverage by French networks, broadcast through much of
French-speaking Africa, did not mention the support given by French
officials to those responsible for the genocide before, while and afterit
happened. Indeed, French soldiers backed by African contingents,
especially from Senegal, were portrayed as saviours.
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Concentration in the written press and the establishment of
veritable global media empires (Maxwell, Murdoch, Hersant) have
snuffed out a large number of quality papers, a process also under
way in the former Soviet Bloc.

When you throw the concentration of film production and distri-
bution companies into the mix, there really is not that much left. The
same big-budget movies are released almost simultaneously in all the
world’s main cities. The same kind of values and ideological content
flood the world with a speed and power never dreamed of in the past.

Those with political and economic power have always used big
media to push their policies and interests, even when this involves
military or repressive action. Television is fully harnessed in this
respect. The landing of American soldiers in Mogadishu on 9
December 1992 was timed to coincide with American ‘prime time’'.
A single perspective of the so-called humanitarian Somalia operation
was simultaneously broadcast across the globe.



Globalisation and Exclusion:
the Marginalisation of the

Third World and the
Strengthening of the Triad

Third World countries have been cast further onto the margins by the
rise in foreign direct investment (FDI) (see Figure 3.1).

Figure 3.1 clearly shows how sharply the flow of investment into
Third World countries has fallen in proportional terms. The fall is

Industrialised countries (%) Developing countries (%) Total value ($bn)

S

1967 69.4 \ N
N 105.5

“
1973 , N 2081

73.9 N

w
1980 . i .
78.0 N 504.5
1989 80.8 1923 1402.9

Figure 3.1 Distribution of foreign direct investment

Source: US Department of Commerce, Bureau of Economic Analysis (from
Chesnais, 1994, p. 49).
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even more striking once a distinction is made between different
categories of Third World countries. Of the world’s 180 states, about
140 can be classified as part of the ‘Third World'. Just ten of these,
primarily in Southeast Asia (including China), have received the
lion’s share of FDI since 1990.

Between 1989 and 1993, China and a few countries in Southeast
Asia and Latin America took in 70 per cent of net private investment
in developing countries — a category that includes Eastern Europe
and Southern Europe (Portugal, Greece, Turkey). China (20 per cent)
and Mexico (13 per cent) have taken in one-third of the total, while
South Asia, the Arab world and sub-Saharan Africa have all together
taken in only 8 per cent (Adda, 1996).

Table 3.1 shows the crushing weight of the Triad zones as both FDI
sources and destinations. Investment between heavily industrialised
countries accounts for 78 per cent of total FDI, 27 per cent between
heavily industrialised European countries. The Third World (TW) is
utterly marginal to this process, taking in only 18 per cent of total FDI.

Table 3.1 Origin and destination of FDI flows in 1990 (percentage of
total world FDI)

IC US WE JA OT TW World

Industrialised countries (IC) 78 22 44 2 10 16 94
United States (US) 19 - 13 1 5 6 25
Western Europe (WE) 46 14 27 1 4 6 52
Japan (JA) 9 6 2 1 3 12
Others (OT) 4 2 2 - 1 5
Third World (TW) 4 2 2 - - 2 6
World 82 24 46 2 10 18 100

Source: De Laubier, 1993, based on IMF figures and national sources; from
Adda, 1996.

Table 3.2 shows the unequal distribution of investment flows to
the Third World. East Asia and Latin America take in 79 per cent of
the total. Sub-Saharan Africa and South Asia, although more
populated, take in only 8 per cent. As such, in 1992, 60 per cent of
FDI in the Third World went to five countries: China, Mexico,
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Argentina, Malaysia and Thailand. China alone took in $40 billion
of FDI between 1991 and 1993, second in the world only to the US.

Table 3.2 1987-92 FDI flows to developing regions ($bn and %)

1987-89 1990-92 % of 1987-92

Total

Sub-Saharan Africa 5.1 4.3 6
North Africa 4.1 3.4 5
Middle East 2.1 3.4 3
South Asia 1.2 1.5 2
East Asia 21.2 45.6 43
Latin America 20.9 34.6 36
Eastern Europe 0.3 7.5 5
Total developing world 54.9 100.3 100

Source: World Bank, World Debt Tables (1994); tallied by Adda, 1996.

In 1996, China took in $42 billion of FDI (UNCTAD, 1997). The
crisis that broke in 1997 might lead to an overall drop in the share of
world FDI to developing countries.

INTRA-TRIAD INVESTMENT

US multinationals have been behind a number of mergers and
takeovers — in Western Europe, above all, but also in Japan. They
would have liked to go further in Japan, but there are strict limits on
foreign acquisitions of Japanese companies. The multinationals of
the different EU countries have been involved in a great many
takeovers and fusions within what is now the Single Market, on the
one hand, and in North America, on the other. They have had even
less success than the Americans in acquiring Japanese companies.
Since 1989-90, German multinationals have bought up a number
of companies in the former Soviet Bloc, especially in countries with
whom Germany shares a border. Japanese multinationals have
invested in North America, Europe and their zone of influence in
Asia. Japanese companies have thus outstripped their competitors by
penetrating key markets while protecting their own with
government backing. US multinationals have topped the Europeans
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thanks to backing from their powerful government. As a result of
this process of fusion and acquisition, the international character of
the main multinationals has been given a boost, as has their
domination of the world market (Andreff, 1996; Chesnais, 1994;
Clairmont, 1997).

STRENGTHENING OF THE TRIAD

In the area of global trade, too, the relative weight of the Triad has
been increased while most of the Third World has been further mar-
ginalised.

Table 3.3 highlights this general tendency in no uncertain terms.

Table 3.3 Relative share of the world market in manufactured goods

1980 1990
% %
Industrialised OECD countries 62.9 72.4
G7 countries 45.2 51.8
Triad countries 54.8 64.0
Rest of world 37.1 27.6
11 countries™ 7.3 14.6
102 poorest countries 7.9 1.4
TOTAL 100.0 100.0

* Hong Kong, South Korea, Taiwan, Singapore, Turkey, Thailand, China,
Mexico, Malaysia, India, Israel.

Source: Data from Ugur Muldur, Les formes et les indicateurs de la globali-
sation, FAST, Commission des Communautés Européennes, Brussels, 1993
(Petrella, 1995, p. 135).

INCREASED DEPENDENCE FOR THE THIRD WORLD
Are Asia’s Four ‘Tigers’ the Exception to the Rule?

Only a few Third World countries have emerged from dependence.
South Korea and Taiwan are without a doubt in this category. These
two countries obtained membership in the exclusive club of the
developed world thanks to policies that have nothing in common
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with the prescriptions of the IMF and World Bank (Coutrot and
Husson, 1993; Ugarteche, 1997).

Hong Kong and Singapore are special cases. These two cities are
financial centres above all. Hong Kong has been returned to China,
its economic future is closely intertwined with the mainland’s.
According to the World Bank, in 1990 South Korea, Taiwan, Hong
Kong and Singapore accounted for 61 per cent of Third World manu-
facturing exports.

There are other Third World countries that seemed to be making
something of a leap forward, such as Mexico, Thailand, Malaysia,
Indonesia and the Philippines. The IMF and World Bank pointed to
these countries as examples — that is, until they were sent reeling by
a major crisis, in 1994 in the case of Mexico and in 1997-98 for the
others. These countries are in a very vulnerable position, due to a
combination of high external debt, a structural trade deficit and the
volatility of financial inflows and outflows since the beginning of the
1990s.

Increased Subordination of the Majority of Third World
Countries to the Imperialist Centre

Any simplistic reading of the current situation should, of course, be
avoided. The Third World has not been totally brushed aside by the
Triad. A number of Third World countries have built up a relatively
solid industrial base which is not about to disappear at the wave of a
magic wand. Itis none the less striking to observe the unprecedented
degree of freedom to manoeuvre that multinationals from the
developed capitalist countries have obtained —thanks to privatisation
and other neo-liberal measures in the countries in question. What's
more, the external debt crisis in these countries has created a
situation in which the multilateral financial institutions (IMF and
World Bank) and the governments of the main industrial powers
have been able to dictate a series of measures in the form of structural
adjustment programmes (SAPs) (see Chapter 11). Strategic economic
sectors key to the development of these countries have been handed
over to the multinationals. The result has been a kind of regression,
areturn to pronounced dependence and subordination in a number
of Third World countries that had attempted —not without success —
an incipient autonomy in economic development. This applies to
Mexico, India, Algeria, Brazil, Argentina and Venezuela. Countries
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such as Malaysia, Indonesia, Thailand and the Philippines — often
described as four ‘dragons’ following in the footsteps of the four
‘tigers’ (South Korea, Taiwan, Hong Kong and Singapore) — did
experience real economic growth, but it was highly dependent on
the multinationals, low-cost exports and chronic external debt. These
countries are essentially suppliers of cheap labour (Salama and
Tissier, 1982); they are not set to develop autonomously along South
Korean lines. South Korea itself has been thrown off course by the
recent crisis, and at the end of 1997, had to accept an adjustment
package dictated by its competitors in charge of the IMF. The
unfolding crisis in the four ‘tigers’ —especially in South Korea —is an
opportunity for the main industrialised countries and their MNCs to
take a chunk out of their overly obtrusive South Korean competition.

As for most of Africa, Central America and the Caribbean, most of
South America and South Asia, there can be no mistaking their
increased marginalisation.

Three Regional Blocs within the Triad

Each Triad has its own regional bloc.

The US—Canada—Mexico Bloc

Established by the North American Free Trade Agreementthatcame
into effect on 1 January 1994, this bloc is clearly dominated by the
United States — which also seems to have successfully reimposed its
political and military world supremacy. This has gone in tandem with
real economic recovery. The dollar remains the main reserve
currency and the currency of choice for international transactions.
The world’s central banks still hold about 60 per cent of their liquidity
in dollars (de Brunhoff, 1996). This affords the US the luxury of
shifting onto others a significant part of its public debts and trade
deficits. Mexico is obviously the weak link in the chain that holds the
NAFTA bloc together. The 1994 economic crisis enormously
increased Mexico’s subordination to the US. The best symbol for this
state of affairsis that, since January 1995, Mexican oil revenues have
been used as collateral for the payment of the country’s external debt.
A US judge can decide to freeze Mexican oil revenues in a bank
account if Mexico is unable to meet its foreign debt obligations.
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Japan at the Centre of an East and Southeast Asian Bloc

Some commentators have raised the idea of an Asian-Pacific bloc —
or even an Asian-Oceanic bloc, pointing to the strong links between
Australia and New Zealand, on the one hand, and Japan, on the other
(Lafay, 1996).

Be that asit may, this bloc has Japan at its centre, with South Korea
and Taiwan kicking in as second-tier engines. Supplying cheap
labour to the bloc are Indonesia, Malaysia, Thailand and the
Philippines (Salama and Tissier, 1982). Whatever its successes, this
regional bloc has revealed its weaknesses since the outbreak of the
crisis in 1997. The major crisis in Japan itself has prevented it from
playing a more active role to stabilise the situation. The US and
Europe seem poised to make headway in the region thanks to massive
privatisation in South Korea and in the ‘dragons’. They may even be
able to swoop in to take advantage of the clean-up of the financial
system in Japan, although this is unlikely.

The European Bloc

The European bloc is very different. The European Union (EU) is a
conglomerate of nation-states involved in an attempt to establish a
single currency and a supranational structure that performs
functions usually devolved to national states. The other blocs are
organised hierarchically around a single nation-state (the US, on the
one hand, and Japan, on the other) which remains the anchor for
multinational corporations born on its soil. The EU is more open to
foreign competition than the other two blocs of the Triad; it has less
of a presence in outside markets. It also has great difficulty finding a
dynamic way to organise what it considers to be its natural periphery
— the Mediterranean, Eastern Europe and the 70 countries of the
Africa—Caribbean—Pacific (ACP) zone which used to be European
colonies and have signed the Lomé Convention (European
Commission, 1997; CLONG, 1997). The conflicting interests of some
EU member countries also make it difficult to pursue a common
project.

The Triad Takes Centre-Stage

Both the development of investment flows and the rise in interna-
tional production and trade have put the Triad in the driver’s seat.
Countries of the Third World and former Soviet Bloc far removed
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from the three Triad centres are increasingly marginalised.
Multinationals determine where to make productive investments in
relation to the Triad’s zones of influence: in Mexico rather than in
Ecuador or Costa Rica; in the Czech Republic or Hungary rather than
in Russia or Romania; in Turkey or Tunisia rather than in sub-
Saharan Africa; in Taiwan or China rather than in Pakistan. In
general, wage costs are not the overriding criteria. Proximity and
access to the targeted Triad market are far and away the key factors
in most cases. A country that can offer two or three — among
proximity, access and low wages — will be accorded priority status. In
1993, 68 per cent of Japanese investments in the Third World went
to Bast Asia and the Pacificregion (40 per cent to China). Predilection
for these regions can be as much a curse as a blessing, leading as it
can to increased dependence. Mexico, for example, gets most ofits FDI
from US companies, largely in the form of assembly plants for which
90 per cent of inputs are of US origin (Toussaint, 1994).

A country like Brazil continues to take in large sums of foreign
investment, but they go almost exclusively into the Sé&o
Paolo—Rio—Belo Horizonte triangle. This region has a population of
40 million, some of whom earn enough to provide a potential outlet
for non-perishable consumer goods (Salama and Valier, 1994). The
remaining population here and elsewhere in Brazil is of little interest
to foreign investors.

Global Commerce Dominated by the Industrialised
Countries

Table 3.4 The share in global exports of the three main blocs of
developing countries between 1950 and 1990

1950 1980 1990

% % %
Latin America 12.4 5.5 3.9
Asia 13.1 17.8 14.0
Africa 5.2 4.7 1.9

Source: Overbeek, 1994 (from Went, 1996, p. 42).
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Another source, the 1992 GATT report, provides figures that differ
from those in Table 3.4. The report says that industrialised countries
held a 72.4 per centshare of the global trade in commodities in 1990
(see Table 3.3) as compared with the 22.9 per cent share of
developing countries. Eastern Europe had a 4.7 per cent share.

Trade between industrialised countries accounted for 55 per cent
of total global trade in commodities.

Trade between industrialised countries accounted for 76 per cent
of their total share in world trade.

In other words, not only do industrialised capitalist countries
dominate world trade (72.4 per cent); trade between them (76 per
cent of their total trade bill) is considerably greater than trade with
the rest of the world.

Furthermore, trade between developing countries accounts for
only 32.5 per cent of their total foreign trade (including between one
another). This shows how far developing countries’ trade is
dominated by trade with the industrialised world (67.5 per cent).
Developing countries are thus at polar opposites from their industri-
alised capitalist counterparts.

South—South trade (32.5 per cent) is much less important for the
South than North—North trade (76 per cent) is for the North.

The Scramble for MNC Investment

Third World and former Soviet Bloc countries abandoned policies
aimed atrelatively autonomous development. This was the result, on
the one hand, of the external debt crisis and the exhaustion of their
development model; and on the other, of the increase in the power of
MNCs and prominence of policies dictated by the IMF, World Bank
and GATT (now World Trade Organisation — WTO). As a
consequence, these countries were driven to fight for a share of direct
investment from multinational corporations (MNCs).

They also went to war with one another — prodded along by the
IMF, World Bank and WTO - through policies aimed at ‘export-
oriented development’. These policies have led to a generalised
collapse in the prices of products exported from the Third World (see
Chapters 7 and 8).

The United Nations Conference on Trade and Development
(UNCTAD) was created in 1964, at a time when a large number of
former colonies had just gained their independence and were
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exerting pressure for steps towards a new global economic order. Yet
UNCTAD itself made an about-face at the beginning of the 1990s.
UNCTAD put itself at the disposal of MNCs and promoted the policy
of ‘export-oriented development’. It began sending out reports to
Third World governments which explained how to go about
attracting investment and competing with one another. To all intents
and purposes, the 1993 UNCTAD report declared, ‘Multinationals
are the only salvation!” (Decornoy, 1993). More recently, UNCTAD
has made some gestures inspired by its original objectives; its 1995
report calls for a one-off property tax, and a tax on international
financial transactions of the kind advanced by James Tobin (see
Chapter 17). In the latest twist, however, the 1997 UNCTAD report
takes a hard neo-liberal line. The institution’s general secretary,
Rubens Ricupero, declares, ‘Governments must encourage liberal
trade and investment policies and a culture of competition, in order
to maximise their economy’s potentiall (UNCTAD, press
communiqué, 21 September 1997). This is a definite step backwards
compared to 1995. The reportis also excessively optimistic about the
prospects for FDI in Third World countries and its supposed potential
for lifting them out of dependence. When the 1997 report ca