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The second part of the trilogy « What Europe should do » :

Topic : Globalization

The debate between partisans of globalisation and its opponents is almost as old as the debate between liberals and keynesianists and there will certainly not be any compromise between these two sides in the near future. We can have some doubts about the fact that they live on the same planet: their observations about the consequences of free trade are totally divergent. Some say that only a few profit from it and that it deepens the gap between poor and rich. Others argue that it is a huge chance for the third world to catch up with the West. Therefore, they have different demands: some want the death of what they call an emblem of American imperialism, others demand its development.


There is certainly a third point of view that is between these extremities. First, these analyses can’t be right because globalisation is a complex heterogeneous process. It means that saying that globalisation is just good or bad or that it should be banished or encouraged is simplifying the issue. Some of its elements are certainly more profitable than costly for humanity, some are rather negative. The fact is that there is no political, economic or social process that pleases everyone. There are always victims because of the changes, of the necessary readjustments. But it would be unfair to say that losers are always the same: the “poor” or the “weak”. It is not true that (only and all) hand workers and Third World inhabitants pay for that. There are also huge companies and businessmen who are concerned by these new problems. The so-called weak benefit often from free trade. 


On the one hand, we see the US and world economic organizations, which are totally in favour of a “wild globalization”. On the other hand, countries like North Korea and so-called “alter-globalization” organizations want a closing of the borders or an idealistic world trade. Which moderate path could Europe choose in this delicate question? How to make a fair system without rejecting the necessity of globalization?

We should first analyse the content of the thesis presented by the two sides. Partisans of globalization start with an empirical observation concerning the fact that international trade developed since the end of the Second World War. It gave a lot of benefits all over the world. In the industrialized part of the earth, the price of many goods and services decreased rapidly. The consumer has the right to choose products coming from numerous countries. Moreover, transports and communication are affected by globalisation: a three-minute call from the US to Great Britain used to cost $250 in 1930 and only few cents today. The number of tourists increased everywhere. 


According to them, the “South” also profits from this shift. The development of free trade gave the opportunity to many developing countries to export their goods to the West. In some cases, it was even the engine of a huge economic growth. The Asian Dragons are often quoted. In instance, South Korea had an average growth of 17% per year during 25 years. Others show the example of China, which began a liberalisation of its economy and an opening to the rest of the world in 1979. It has now a growth of 10% per year. 


People in favour of globalisation claim that an opening permits to a poor country to attract foreign investors who give technologies and new jobs to the country and create dynamism.


Generally, economic opening is linked with economic liberalism. It is explained that a country can be competitive on the international arena only if it has a market economy. The World Bank and the IMF (International Monetary Fund) condition their aids to reforms, which lead to this economic system. They incite to eradicate the public debts, to limit state intervention in economy and to improve conditions for developing the private sector. When alter-globalists argue that such a policy of international economic organizations has authoritarian aspects, the World Bank and the IMF answer that people living in these countries approve of such reforms and globalisation. Bhagwati explains in his book In defence of globalisation that anti-globalisation sentiments are more prevalent in the rich countries of the North, while pluralities of policymakers and the public in the poor countries of the South see globalisation instead as a positive process. If they are themselves for such policies, doesn’t it mean that it is good for them? Normally, you don’t perceive as positive something that makes you poorer.


On the other hand, there are many people who think that globalisation has more negative consequences than positive ones. Let’s put on the side unreliable so-called alter-globalists who are often linked with utopian ideologies like Marxism, anarchy or are unrealistic ecologists. There are other, more reasonable, people who denounce setbacks of globalisation. Joseph Stiglitz, a Nobel prize owner, belongs to them. He agrees that free trade gave a lot of benefits to the Third World. If it would not be the case, he would not have worked in the IMF. According to him, it has reduced its sense of isolation and has given many people in poor countries access to knowledge. Anti-globalists themselves are paradoxically a result of this connectedness because they use Internet communication. Moreover, opening the Jamaican market to American goods for example gave the possibility to children to get milk more cheaply. However, Stiglitz thinks that the benefits of globalisation have been overlooked. He argues that for globalisation partisans free trade is progress and developing countries must accept it. But to many in the developing world, globalisation didn’t give the promised economic profits.

The economist speaks of a division between haves and have-nots. According to his data, the actual number of people living in poverty has increased by 100 million in the last year. In addition, it hasn’t succeeded in securing stability. He quotes the example of the Asian crisis in 1997 and 1998. Market economy has also shown its limits with the case of Russia, where life expectancy decreased since the adoption of capitalism. 


The problem is that rule-makers don’t respect their own rules. The Western countries have pushed poor countries to eliminate trade barriers but kept their own customs rights on agricultural products. It prevented developing countries from exporting their goods. Stiglitz calls it a high hypocrisy. But even if we don’t take this hypocrisy into account, the West built a system ensuring that it garners a disproportionate share of the benefits, at the expense of the Third World. 


Generally, the author of Globalization and its discontents notices six other liabilities of free trade. He speaks of environmental costs as a consequence of the development of the factories. He also thinks that it has encouraged corruption. He introduces the problems of non adaptation to the process, which are hardly worse than if there would be nothing to adapt to. He argues that it has brought massive unemployment, urban conflicts and ethnic problems.      

So, we see two totally different visions of globalization. It would be good to conciliate both. It is just impossible to avoid this process. However, we can try to counter negative consequences of globalization and to make them disappear. The European Union has to face two challenges linked with globalisation. The first concerns its own problems due to the decrease of its competitivity and the second is to promote a co-development programme for the Third World due to its humanistic values and historical heritage but also to defend its own interests.

Getting competitive is one of the biggest challenges for the EU. It is one of the richest regions of the world, it is why workers have high salaries. Therefore, it is very difficult to compete with third world workers. Moreover, employers must pay high security contributions, which makes the labour costs much huger. It is why it is not on the price but on the quality that the EU should put the accent. It is true that a deep reflection should be done to try to limit the labour costs in order to encourage societies to employ. But it will never be reduced enough to make it competitive with developing countries workers. However, Europe has obvious potential advantages in matter of skills. It has a high-level education network and has to expand it. There are different ways to improve it and all should be combined. First, European countries should spend more on education. Tony Blair has shown it in his policies: he has put it on the top of his priorities. Because it is an investment in the future. Because it is what builds future citizens, employees and consumers. Second, the EU could rely on efficiency. Academic and professional worlds must be bound to make studies more concrete. Universities should know what the needs of companies are. It is not the case in France for example where the private sector denounces the lack of practical preparation to the work of the freshly graduated students. Third, it has to find new issues to incite innovation and research & development as good in the private as in the public sector. The lack of dynamism in the private sector is linked with the fact that it is not worth to innovate a lot because there are no tax facilities for societies, which innovate. The public sector is in a deep inertia because good results are not recompensed and bad ones are not sanctioned. There is no “project mentality” in the public R&D sector in Europe while in the US scientific researchers are paid for the realisation of concrete projects. If the EU puts a bigger accent on efficiency, it can even become more competitive than the US in high tech sectors because the European population is generally better educated than the American one. Europe just has to learn how to use this. And then, it will be easier to reach the goal formulated in the Lisboan Strategy of becoming the most competitive region in the world based on knowledge economy. Moreover, Europe is much more bound to the principle of social justice. It should develop the idea of organizing help for people directly concerned by outsourcing. There would be special redeployment programmes to assure people to find a job in another sector. 


Its policy towards the third world should be based on two points: fight against corruption and development aid. Besides, the two are hardly linked. Development aid should be conditioned by decrease of corruption. It has to be concentrated on improving infrastructures. Concrete plans must be formulated and not only money given. The priority should be given to the control of diseases like AIDS, elimination of illiteracy and building roads. Qualification programmes have to be developed so, that everybody would be able to have a profession. Funds could be given to concrete proposals of enterprise creation emanating from simple citizens and not from the state. African people competitivity should be developed with making “ethic trade” the rule. With such a real project for developing Africa, this continent would get out from an underdevelopment situation in 20 years. Children would go to school, adults would work in other sectors than low productive agriculture and productivity of Africa would increase. Africans would not be incited anymore to migrate to Europe and the EU would have real economic partners on the South. But it supposes financial costs and there is a need of political will.        
I. Imposed globalization and economic liberalism
The US and the World organizations

- No other way

II. Unfounded anti-globalization arguments

III. Proposed fair globalization and moderate liberalism

For us :

- Getting competitive (education (more, better, research development, innovation), labour costs)

- Programmes for affected people

For the third world

- Fight against corruption

- Development aid

