Tamas Szentes*:

Globalisation and prospects of the world society

As the main theme of the next annual conferen&&Ad@l is “global governance”, | raise
a few, relevant issues @eace, globalisation and the prospectsvorld society. (My views on
such issues are explained in more details in tbenskvolume of my bookVorld Economics
namely inThe Political Economy of Development, Globalisataond System Transformation
Akadémiai Kiadd, Budapest, 2003).

Conditions for world peace and sustainable developemt

(1) It s a common place that human society camgeirand develop only in a lastingal peace
Without peace countries cannot develop. Althoughesil945 there has been no world war, but

* numerousdocal warstook place,

» terrorismhas spread all over the world, undermining seceasien in the most developed
and powerful countries,

» arms race and militarisatiomave not ended with the collapse of the Soviet,dboit
escalated and continued, extending also to weapomeass destruction and misusing
enormous resources badly needed for development,

« many ‘invisible wars™ are suffered by the poor and oppressed peopleifested in
mass misery, poverty, unemployment, homelessndasyaion and malnutrition,
epidemics and poor health conditions, exploitaom oppression, racial and other
discrimination, physical terror, organised injusticlisguised forms of violence, the
denial or regular infringement of the democratights of citizens, women, youth,
ethnic or religious minorities, etc., and last hot least, in the degradation of human
environment, which means that

» the “war against Nature”, i.e. the disturbance of ecological balance, waktef
management of natural resources, and large-scHigipo of our environment, is still
going on, causing also losses and fatal dangetsuiman life.

Behind global terrorism and “invisible wars” wadistriking international and intra-
society inequities and distorted development pagfemhich tend to generate social as well
as international tensions, thus paving the wayfoest and “visible” wars.

It is a commonplace now that peace is not merbly &bsence of war. The
prerequisites of a lasting peadetween and within societies involve not only eubh, of
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2 The prevailingpatterns of developmertriginating in the business environment of thestraeveloped market economies, and motivated
by the business interests of the transnational emieg, are generating selfish individualism versoliarity, cruel competition versus
cooperation, and irrational consumerism, i.e. spendn luxurious, health- and environment-damagitegns, versus basic needs
orientation.

It is worth noting that the original idea of thiealSic needs oriented” strategy, elaboratetidnyis Emmerij and presented at the
1975 World Employment Conference of ILO, was bynmeans limited only to the aim of providing the padisubsistence minimum”, nor
was it addressed to the developing countries dmiy(contrary to its misinterpretation) it urgedeneral diversion away from expenditures
on luxuries and armament in the developed countides



course, necessarily - demilitarisation, but alseystematic and gradual elimination of the
roots of violence, of the causes of “invisible wadf the structural and institutional bases of
large-scale international and intra-society ineifjesl exploitation and oppression. Peace
requires a process of social and national emancipata progressive,democratic
transformationof societies and the world bringing about equgthts and opportunities for all
people, sovereign participation and mutually adagebusco-operationamong nationsilt
further requires a pluralistic democracy on globalel with an appropriate system of
proportional representation of the world societstjcalation of diverse interests and their
peaceful reconciliation, by non-violent conflict nzgement, and thus also global
governancevith a really global institutional system.

Under the contemporary conditions of acceleragiodpalisation and deepening
global interdependencies in our worfgtkace is indivisible in both time and spattecannot
exist if reduced to a period only after or befora wand cannot be safeguarded in one part of
the world when some others suffer visible or imMisiwars. Thus, peace requires, indeed, a
new, demilitarised and democratic world order, Wwht@an provide equal opportunities for
sustainable development.

“Sustainability of development{both on national and world level) is often inteted
as an issue of environmental protection only ardliced to the need for preserving the
ecological balance and delivering the next genammatinot a destroyed Nature with over-
exhausted resources and polluted environment. Henvewo ecological balance can be
ensured, unless the deep international developmaptand intra-society inequalities are
substantially reduced.

Owing to global interdependencies there may exastly any “zero-sum-games”, in
which one can gain at the expense of others, bstead, the “negative-sum-games” tend to
predominate, in which everybody must suffer, latesooner, directly or indirectly, losses.

Therefore, the actual question is not about “snghality of development” but rather
about the“sustainability of human life] i.e. survival of mankind — because of ecological
imbalance and globalised terrorism.

When Professocouk de la Rive Bowas the president of EADI, one day we had an
exchange of views on the state and future of deweémt studies. We agreed that
development studies are not any more restrictdtidacase of underdeveloped countries, as
the developed ones (as well as the former “sotialisuntries) are also facing development
problems, such as those of structural and institadi (and even system-) transformation,
requirements of changes in development patterrts,cancerns about natural environment.
While all these are true, today | would dare say besides (or even instead of) “development
studies” we must speak about and makavival studies”

While the monetary, financial, and debt crises eyelical, we live in an almost
permanent crisis of the world socigtyhich is multidimensional in nature, involvingtranly
economic but also socio-psychological, behaviouailtural and political aspects. The
narrow-minded, election-oriented, selfish behavimativated by thirst for power and wealth,
which still characterise the political leadershimast all over the world, paves the way for
the final, last catastrophe.

One cannot doubt, of course, that great mawsitive historical changekavealso taken place in the
world in the last century. Such as decolonisatteamsformation of socio-economic systems, demaatdtin of
political life in some former fascist or authoritar states, institutionalisation of welfare polgi; several
countries, rise of international organisations awadv forums for negotiations, conflict managemend &o-
operation, institutionalisation of internationalsesance programmes by multilateral agencies, wadibn of
human rights, and rights of sovereignty and denwycedso on international level, collapse of theitauilsed



Soviet bloc and system-charige the countries concerned, the end of cold war, ¢éo mention only a few.
Nevertheless, the crisis of the world society haeraled and deepened, approaching to a point ofdaifion
that necessarily puts an end to the present teretergither by the final catastrophe or a commdutism.

Under the circumstances provided by rapidly pragirgs science and technological
revolutions, human society cannot survive unlesghsyprofound intra-society and
international inequalities prevailing today are rsa@iminated. Like a single spacecraft, the
Earth can no longer afford to have a 'crew' divided two parts: the rich, privileged, well-
fed, well-educated, on the one hand, and the magrived, starving, sick and uneducated, on
the other.

Dangerous ‘zero-sum-games' (which mostly provdeo‘negative-sum-games”) can
hardly be played any more by visible or invisiblarg/in the world society. Because of global
interdependencies, the apparent winner becomesaalsser. Thaeal choicefor the world
society is between negative- and positive-sum-gange$etween, on the one hand, continuation
of visible and “invisible wars”, as long as thigpigssible at all, and, on the other, transformation
of the world order by demilitarisation and demaeetton. No ideological or terminological
camouflage can conceal this real dilemma any mehéch is to be faced not in the distant
future, by the next generations, but in the conyeays, because of global terrorism soon having
nuclear and other mass destructive weapons, aoddals to irreversible changes in natural
environment.

It is, of course, far easier to outline the notirreprinciples of a peaceful democratic
social and world order than to state the ways aedns ohowto achieve it.

The causes of inequalities on local, nationaljore and world levels are often
interlinked. Dominance and exploitation relatiomsagross country boundaries; oppressors are
supporting each other and oppressing other oppsesSocieties that exploit others can hardly
stay free of exploitation, themselves. Nations tatler others in democratic transformation can
hardly live in democracy. Monopolies induce aldweo$ to monopolise. Narrow, selfish interests
generate narrow, selfish interest. Discriminatioweg birth to discrimination. And so on...

The “national societies” of the contemporary woslilow a great many differences,
stemming partly from their own past, partly froneithrecent transformation. Differences
appear not only in the level of economic and tetbgioal development and the related
world-economic position (as between the “North” d@he "South”) or in respect of the socio-
economic system and the related political reginseirfathe past between the “East” and the
“West”), but also within these groups of countrigs terms of natural endowment,
geographical and demographic dimensions, historicaditions, cultures, mechanism of
management and governance, policy of leadership,A¢tthe same timeall societies are
subject tathe increasing effect of each other and to thearhpfglobalisation

Sinceregionalisation i.e. the rise of regional blocs, internationalegration organisations in many
parts of the world, has also become a strengthemeindency, development studies must take not ewdylut
minimum three, equally important and interlinkeadhits of analysis”, thus also minimum three levelsactions
into account, namely the “national”, the global gimébetween, the regional ones.

% It is worth noting that whilén development studiehe issue of development or underdevelopment ohties has increasingly been put
into the international (global) context, and contre the earlier over-simplifying views most okthuthors emphasise both the internal and
external determinants or more correctly their imtéions,in the “economics of comparative systentie predominant views are still
considering the rise, development, change andMapse of socio-economic systems and politicalmegi in themselves, as if they were
individual entities, independent of each other. Whaworse is that socio-economic “systems” arerofjualified according to their self-
identification, i.e. to thédeological labelthey choose. This is particularly misleading ie ttase of the Soviet-type system, which contrary
to its “socialist” label had almost nothing to didtwthe original ideas about socialism, contradidtee vision of socialist theorists (including
Karl Marx) about a post-capitalist society, and wasfacto a militarised system of society, confimgnthe outside world. Similar systems
do not only exist, but also may arise also in titeire when and where intra-society and internatiteresions culminate and reinforce each
other, choosing any other ideology (religious fumeatalism, nationalist extremism, etc.) for legisiation.



Globalisation, its motive forces and main effects

Globalisation is a process rather than a compfeiedand is more than a mere economic
phenomenon. It has got many aspeatsd implications, including, of course, sociallifal,
institutional, and technical as well as cultura¢sn

In economic termglobalisation is nothing but a process makingwioed economy an
“organic system” by extending transnational ecomopnocesses and economic relations to more
and more countries and by deepening the econortecdependencies among them, i.e. by
globalising the international economy both "horizdiy” (in the sense of territorial extension)
and "vertically" (in the sense of creating lastingctional relations among its parts). In the
contemporary world econonigterdependencies are not symmetfic all, which means that
the partners in them are not of equal position.

The"organic" nature of the world economrmgeans that the economic contacts between couangesot
limited to international trade only (even lesstie bccasional exchange of products or to the flowsoducts and
money among “independent” national producers oswoers). Factors of production (particularly inueestt
capital) do also flow across the state bordersrmational division of labour and transnational evghip relations
make interdependent all the partners. There aeggfoassets within national economies. Internatimirat ventures,
sub-contracting, mixed properties and ,stratedi@raes” link firms of individual countries. Mulitional joint-
stock companies are operating; and networks ofmi@ional corporations are extending. Foreign wsrlare
employed by local enterprises and foreign employnfecilities open for (some of) the labour force naftions.
Foreign tourists make use of local services. Tagiorders are crossed also by information aralfttats, TV and
radio broadcasting, Internet services; and so on...

All these mean that economic (both real and moyleteocesses are getting increasingly transndtiath
along with economic relations between countriesnetg ownership, division of labour, decision-makiagd -
implementing as well as income distribution reliasio

As regards (1) théhorizontal" expansiorof the world economy, i.e. its extension to
more and more, finally all the countries of thebglpthe re-opening of the former "socialist"
economies, i.e. their re-linking with the world somy in the wave, as followed from, or (as in
the case of China) paving the way for system-t@nsdtion, represents, indeed, a historical
yardstick.

As to (2) thé'vertical" deepening of economic interdependenitigbe world economy,
recently it is mainly due to those factors anduwinstances explaining the acceleration of the
globalisation process in the last decades, i.anidia driving forces of the latter today. Namely:

(a) the"revolution™ in communication and information tecihogies

(b) the world-wide activity oftransnational companieswith global strategy and
networks,

(c) theworld-wide spread of economic liberalismhich involvesprogress, induced by
international economic organisations (WTO, IMF, WH) trade and “capital-
account” liberalisation, and also a wave of a nieerél economic policy, extending
practically to all countries. The latter is maniézsin "deregulation” and privatisation
of the economy (i.e. the reduction of state intetiems and public ownership, the
radical cut of "dirigisme" and government regulasipthe decline of Keynesian anti-

4 For a more detailed explanation on globalisaties E. Szente€003).
® Barbara Parker(1998) investigates not only, though primarilye taconomic sources and manifestations of globalisasuch as the

appearance of global firms, some global chang#eeistructure, operation and power relations ofubid economy, the globalisation of labour,
the global challenges faced by enterprise managdeeter), but also the globalisation of technolagyture, politics and natural environment.

® For a detailed investigation on the various foohasymmetrical interdependencies, see: op. citSgEntes, 2003).



cyclical policies and drastic curtailment of wefaneasures and expenditures, etc.)
as well as in the final defeat of "socialist” cahilanning.

It is to be noted that the neo-liberal (and manst) economic policy, which has spread in the
last few decades all over the world, hardly coroesls to those principles and considerations owtline
by the theoretical “fathers” of economic liberalisithe latter (from Adam Smith, David Ricardo, and
other classical economists to Alfred Marshall, treatest representative of neo-classical economics)
always emphasised the protection of the interesthef community versus selfish individuals, the
responsibility of governments in public health, eation, culture, and for taking care of the poar a
also urged efforts to improve the living and cudiulevel of the working majority.Quite contrary to
their views, today the neo-liberal policy-makerstlogir advisors wish to make all the fields of sdbci
life, including education, health, culture and scie, subject to spontaneous market forces, reject t
economic role and responsibility of the State irrecting the unfavourable social effects of the kagr
and oppose income-redistribution in favour of theom strata, as well as international financial
assistancé.

The views on theeffects of globalisation are extremely divergent. Neo-liberafs
general, attribute favourable effects to globalsatsuch as the tendency of equalisation of
factor incomes, thus also national income levetsl harmonisation of business conditions,
economic growth and equilibrium, or in politics:ndecratisation, etc. They may refer to those
naive and apologetic theses still appearing in rabsite standard textbooks of “International
Economics”.

Many others, including scholars with critical viewn world capitalism, and numerous
political activists belonging to right-wing natidish or radical ultra-leftist circles, strongly
oppose globalisation. The "anti-globalisation" moesats organised by the latter share the belief
that the process of globalisation can be stoppediebyonstrations, street protests and disorder.
They are in a sense similar to those movementgipast, protesting against mechanization (and
manifested in the machine-breaking actions of "liedt), which blamed the introduction of
machines for causing mass unemployment, i.e. itkshtihe effect of technical development
with the consequences of the given circumstancdsrurhich it was making progress. As it
turned out, the growth of unemployment does noesearily follow from the use of machines,
and the efforts to stop mechanisation were doomé&allt

Very often such disequalising effects and harndahsequences are attributed to
globalisation itself, as actually following frometlyiven circumstances, i.e. from the prevailing
order of structural and institutional relationstemmational and intra-national systems of the
world, under which globalisation has been procegdio doubt, insofar as globalisation is
proceeding under the conditions of large-scaleuakiies between partners, and no counter-
balancing mechanism, counteracting measures obppate institutions exist (as yet), it tends to
reinforce inequalities and asymmetries of interdelpace between those involved. However,

" Adam Smith(1776) wrote: “No society can surely be flourighiand happy, of which the far greater part of themiers are poor and
miserable.” (p. 181) He also emphasised (1937, ef@ut those exertions of the natural libertyaofew individuals, which might endanger
the security of the whole society, are, and ouglie, restrained by the laws of all governments’3(8)

David Ricardo(1821) stated: “The friends of humanity cannot wigh in all countries the labouring classes shtade a taste
for comforts and enjoyments...” (p. 54).

Alfred Marshall(1890) warned, that "a full discussion of a freslé policy must take account of many considerattbat are not
strictly economic”. (p. 61.) He emphasised thaktguncrease in the wealth of the working classisdo the fullness and nobility of human
life”( p. vi,), and that “any change in the distrtton of wealth which gives more to the wage reseivand less to the capitalists is likely, other
things being equal, to hasten the increase of mbpeoduction, and that it will not perceptiblytaied the storing-up of material wealth." (p. 295)
He also noted (1930), that "the State seems tedpéred to contribute generously and even lavighihat side of the well-being of the poorer
working class which they cannot easily provide tfemselves..." (p. 718) According to him: "If humaature could be ideally transformed
private property would be unnecessary and harmigss/21).

8See e.gtal, D.(1983).



demonstrations and resistance campaigns can byeaasvstop (at best, may slow down only)
the process of globalisation.

What may actually follow from both the above-men&d biased approaches is the
diversion again of the attention away from the niechange the prevailing order of the world
system, which is burdened by unequal and disetqu@li®nditions.

As a matter of fact, globalisation has got moenthne, single "face". It hgotentially
favourable and unfavourable effeabke. It brings about a challenge but also anodpipity.
This follows also from the double-edge impact sfitain motive forces:

€)) The*revolution” in communication and information tecblogiessubstantially
facilitates the expansion of economic relationsveen countries, international migration and
tourism, and the networking activities of transoa#il companies building up and managing
international production systems. It increasestithéability of services and also the scope of
those services within the TNCs’ network, such agopeed by regional headquarters, local
marketing and procurement centres, accounting arahdial bureaus, or even some R&D
centres.

Although speaking about the “death of distancedrisobvious exaggeration (even in a
strictly geographical sense, not to mention theofietnic” and “cultural distancéy, the
spread of remote employment opens new opportunitiesthose developing countries
equipping their labour with appropriate skill angparatus. The easier access to remote
resources and markets, the reduction both of tindecast of transports, and the drastic fall in
the costs of international as well as intercontiakimformation flows, etc., undoubtedly bring
the various parts of the world closer to each o#imel promote the cross-border integration of
production processes.

The new information techniques, such as Interragélige and fibre-optic networks of
worldwide telecommunication, etc., make not onlg ttosts decreasing but also the co-
ordination even of those knowledge- and skill-isiga functions allocated in remote areas
much easier than ever before. They facilitate tigoquick responsiveness of the companies
concerned and their affiliates or contract-manuwfiagt within the network, to any change on
the demand or the supply side of the market.

The *“revolution” of communication and informatidechnologies can, on the one
hand, make easier for several developing countmiestch up with the most advanced ones,
but, on the other hand, may increase, by its vagvan spread and effects, the international
development gap.

Progress in science and human knowledge, whicitsbyery nature has always been
“transnational”, crossing the state borders or ob@riers, makes the human society capable
to produce in sufficient volume all the really nesary goods for the survival and well-being
of everybody, and has opened new perspectiveshirdevelopment of the economy by
generating technological “revolutions”. However,e trabsolute majority of the world
population is still excluded from the benefits diist progress and from the process of
development itself. The adaptation and efficierg 0§ modern technologies depend on the
quality of labour, i.e. on the development levelhnfman capital, in regard to which the
international gap is even deeper than in per capa®.

While some of the developing countries (like sal&sian ones, e.g. China, India,
South-Korea), which gave priority to education &nel teaching of computer technology and
knowledge, managed to substantially accelerate thevelopment, the still high ratio of
illiterate people in many developing countries cimites to the reproduction of their
underdevelopment. Moreover, nowadays a new typhitefacy appears, namely the lack of
knowledge of computer language, which tends to witie development gap further.

® SeeT. Szentef2003).



The very uneven access to science and the dahgeswsing scientific results call for
global governance

(b) Today the main actors of the world economy tire transnational companies
International trade is basically shaped by thertherathan those "comparative advantages”
spelled out in conventional trade theories. Theneooc development of countries depends
much more on their foreign direct investment pglttian on the efforts of national producers.

They follow, of course, their own business intesemnd strategic aims, which hardly
coincide with those of the host (or even their hpowintries.

Their worldwide activity, foreign direct investnmtsrand operation of their affiliates in
the host countries bring abobbth potential advantages and disadvantafmsthe latter.
Although neo-liberal scholars are inclined to ogerphasise and overestimate the former, while
radical nationalists the latter, no generalisatojustifiable, as it is only in concrete cases and
under concrete conditions that one can concludetalbich and how much of the potential
advantages and of the potential disadvantagegalised.

The potential advantageand benefits from the direct investments of TN@Gd the
operation of their affiliates include not only

* the access to additional financial resources, tnvests or reinvestments over and
beyond the host country’s own financial capacity, dso

« the access to foreign, more up-to-date productiechriologies, know-how,
management and organisational skills,

* international business contacts, additional infdroma facilities and new markets
within the TNCs’ network, participation in their ganised cross-border trade
(avoiding the uncertainties of market fluctuatigns)

* employment and in-service training opportunitiesliéecal labour and

» secured supply facilities for the local “supportirfgms, contracted manufacturers
and service industries, etc.

Thepotential disadvantageslangers or losses include

* the reduction of the scope of “national” decisioakimg on the structure of
production, on the commodity and geographical pastef trade, i.e. a reduction of
the “national sovereignty” over the economy,

» the influence on the policy-makers (by strong lesstor even corruption),

» the transfer of “inappropriate” technologies,

« the drain of resources, the appropriation of bissrfacilities, state supports, various
privileges and allowances, the seduction of thetrgoalified experts, technicians and
labourers, i.e. a kind of “domestic brain draiaid

» the application of restrictive business practice,,evhich all adversely affect the
smaller local firms,

* the avoidance of taxation by applying “transferces’, the repatriation of profits
over and beyond a “normal” measure,

« “trade creation” at the expense of local suppland “trade diversion” at the expense
of traditional partners,

» the risk of their disinvestments and capital fligl#using thereby sudden drop in
employment and deterioration of the balance of s etc..

The patterns of motivations and interests of TN&ghbecome much more complex,
multidimensional and changeable than ever befone. @ the most distinctive features of the
contemporary TNCs, as compared to those big corapapniten called “international
monopolies”, which played dominant role in the mtgional capital flows and FDIs before
the Second World War, is their grd&xibility in organisational structure, business strategy
and location policy. Such a flexibility and the tfalsat their operation is less tied to a certain



country, tend to intensify the challenge they settheir partners, both home and host
countries, and also opens much greater opportanite those of the latter following an
appropriate policy for real national interest.

Their policy ofdecentralisationof corporate management may increase flexibilitgt a
responsiveness, and may give relatively more inutdgigce to local firms in the host countries,
but its is accompanied by‘fnctional hierarchy” within their international production systems
(i.e. a very unequal allocation of the higher fiorts, the knowledge-intensive and, particularly,
the R&D activities in the “value-chain”), and alsentralization of the strategic decisioirs
their “home base”. True, they are inclined to tfansven their “home base” to other countries,
if they find better conditions there. Due to theiore or less monopolistic behaviour, their
activities often involve restrictive business piaet harmful to the local firms, their competitors
and all those outside their corporate system.

The transnational companies are seeking not amyfdreign resources, large and
sophisticated market, higher efficiency (i.e. ahleig aggregate rate of profit), strategic,
ownership and location advantages, but also adyestaf internalisatiort’ as well as
externalisation While internalisation ensures the advantage effatility for the TNCs to
supervise a wide range of production and servitgites and various business functions and
also the advantage of centralisation of the detisiaking on strategic issues, externalisation
also brings about significant advantages, partilyulay increasing their flexibility in business
operations. Externalisation involves the methodsutéourcing, contracting and subcontracting,
and tele-employment. The application of these nuthwings about obvious benefits, but also
risks for the participants, who may become headdgendent on the companies concerned. It
may result in substantial changes in the globalsig structures, and open a wide field for the
rise of a global stratum of “contract manufacturasswell as remote-employees, thus providing
new opportunities also for the less developed etme®n

While the networking activity and externalisatiorolipy of TNCs open new
opportunities for those local firms and employeesmd able to supply inputs in the required
quality and time, the increasing entry-level cideand performance requirements set grave
obstacles to new-comers.

What follows from all the above-mentioned potdnédvantages and disadvantages,
benefits and dangers brought about by TNCs, isnalgsion about the utmost importance and
necessity of elaborated national strategies, apiteppolicies and bargaining power of
governments vis-a-vis TNCs, in order to gain foe tountry concerned more benefits and
reduce the dangers and losses.

And since the TNCs represent a growing concermtrat®nomic power, their activity
can be controlled and regulated only by an everensoncentrated power, namely a kind of
democratic institution oflobal governancéo be created.

(c) The wave of liberalisation involving both the progress in liberalisation of
international trade and capital flows, and the dwitle spread of liberal economic policy of
government, undoubtedly promotes globalisation #redgrowth of world trade and capital
flows, on the one hand, but benefits more the gEgnthe more developed partners, on the
other.

Trade liberalisation always works in favour ofgeavith higher competitiveness, i.e. the
more developed partners. "Capital account" libsation promotes rapid and fluctuating flows
of "hot money", i.e. speculation-motivated transaw, rather than long-term investments,
thereby contributes to the instability of the im&tional monetary system, and the spread
("contagion") of disturbances in money marketsod itapid, full and unprepared liberalisation,
particularly in the field of finance, often causesre harm than benefit, as it was experienced by

% 5eel. H. Dunning(1993).



several developing and “transition” (former “sorg#l) countries, where it led to a fall of
economic growth and, in fact, to bigger disturbanoehe economy than the preceding policy of
state regulation.

Liberalisation tends to sharpen competition, whstimulates technological progress,
but may discourage cooperation, and by its disesjogleffects contributes to the growth of
international development gap under the conditminhie lack of institutionalised correcting-
compensating mechanism. Such a mechanism wouldexdsireglobal governance

The international literature pays particular diten to various other effects of
globalisation. Such as concerning “national sogengl, social welfare policies, national
cultures, political conditions and convergenceieemdence tendencies.

(d) The greatest danger and harmful effect of aieltion is most often supposed to be
the erosion ofnational sovereignty'and transfer of decision-making to outside thenaguNo
doubt, globalisation has been increasingly undengithe "national” framework of economic
activities, and reduces the actual sphere of canpetand ability of the nation states to regulate
the economy. However, while nothing can guaranteal dhat if decision-making remains in
"national” competence, then it would necessarimdgabout more benefits for the country.
Insistence on "national sovereignty" is very ofteninsistence of the political leadership on the
right to oppress society. Nevertheless, globatisatas a matter of fact, increases the necessity
and importance of the role of the state in the eoon and its responsibility to protect the society
versus unfavourable effects of globalisation, paléirly oppressive and exploitative external
forces.

(e) The impact of globalisation @ocial conditions and social poliayay likely be
just as double and contradictory as many otherceffef it. Itsunfavourable effectsclude
the break-up of the "social safety net" and erosidnthe formerly established welfare
institutions in many developed countries, the lofsmost of those "social entitlements”
provided by the former "socialist" system in theafisition" countries, the decline of several
social (public health and education) developmeagm@ms in developing countries, a marked
decrease in the ability of individual states tddwoi an independent, sovereign social policy,
and an increasing marketisation and internatiooalraodification of welfare services, etc.

On the other hand, globalisation also inducesptueess of a certain levelling in
welfare systems, public health requirements, noamnd standards of a minimum social
insurance, labour legislation, workers’ right, etehich is obviously favourable for the poorer
parts of world society.

Among social problems the gravest one is undolipt@@ss unemployment in many
countries. However, to what extent its growth (eduction) can be attributed to economic
globalisation is not quite clear. What really magtt®r the macro-economic employment effect is
the actual extension of input-output linkages m tiational economy as a whole, rather than the
number of jobs created or eliminated on micro-lemel within individual firms.

No doubt, the sharpening of monopolistic compmtitreinforced by globalisation, exerts
a growing pressure in the labour market (versusdhistance of trade unions) for a downward
flexibility of wages, i.e. to reduce the wage lewe=pecially, of lower-skilled labour. But a moral
pressure has also been on increase, for a gregigors to low-income strata, for a redistribution
of incomes at the expense of the rich, and fomarease in the social expenditures of central
budget. There is also an undoubtedly positive pimemomn, which appears (fortunately not only,
although still mostly in rhetoric, but also in ptiae), namely the rise of a “global (planetary)
social consciousness” generating feelings of respoity for the poor, handicapped, miserable,
starving people and solidarity with the oppressethactims of catastrophes in other parts of the
world.
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(c) One of the main reasons why so many peopledstaneven protest against
globalisation is its assumed harmful effect wational cultures It is often criticised for
leading towards a sort of universal "global" cudtwm the line of "cultural imperialisnt®.
The latter would imply the dominance of the Nortmérican culture, the hegemonic role of
English language in printed and electronic medic e spreading demonstration effects of
the American life-style, consumer habits, selfisidividualism, cult of violence, and
Americanisation of education and thoudhetc. “CNN-isation” is only one, and not even the
worst manifestation of the cultural and informatibnegemony of the US. The flood of tasteless,
primitive mass products of Hollywood and severalesican TV-channels, disseminating false
visions about the world, generating hedonic depeeverse and aggressive instincts, dispersing
ideologically fabricated image of some visualizegraies, etc., is a far greater danger for the
national culture of other countries, moreover foimian culture, in general. It may lead to
cultural degradation. Such phenomena undoubtedbyim considerable challenge for all the
societies concerned. However, they are by no meangcessary and inevitable concomitants of
globalisation, which an appropriate national poleyuld be unable to treat and counterbalance.

For the national cultures there can also be fawdeireffects of globalisation. The new
communication and information technologies bring thhabitants of remote countries and
continents closer to each other. Thereby they raailithte the mutual understanding of the
problems, the ways of thinking and intentions ofheather and can promote the rise of the
above-mentioned "global social consciousness".

() The political implications effects and consequences of globalisation incthdee
favourable changes in world politics, already nwwd, such as the transformation of the
former "socialist" systems and disintegration & 8oviet bloc, and the end of the bipolar world
system and cold war. However, the subsequent fise"New World Order”, which is based
upon US hegemony and the "Washington Consensugjjesbwith the worldwide surveillance
of the "Holy Trinity" (IMF, WB and WTO) and the UHed NATO, involves, as many people
(not without reason) assume, a new serious daongehdé majority of countries (if not for the
human society as a whole).

At the same time, each step made towards a widee and more general acceptance of
universal requirements of political democracy aodia protection, basic rights and security, is
to be acknowledged as a great progress and maibesof favourable effects of globalisation.
Over and beyond the above, it is worth taking iatrount another potential effect of
globalisation, more concretely, of the "revolutiaf'information technologies. The extension
almost without limits of the facilities of interagt communication may open new prospects for
the development (both within countries and on wdelkl) of direct democracy. If the latter
succeeds in unfolding, in the future it may hopgfahsure (depending, of course, on economic
conditions) a direct participation for all the zéns of the world society in the decision-making
Oon common issues.

(g) As regardsconvergence or divergence tendencitee question is whether the
development levels of national economies incredgindgegrated by globalisation in the world
economy are coming closer to each other or noteMoncretely: whether globalisation makes it
easier for the less developed countries to catctvitipthe more developed ones, or, instead,
tends to increase the international developmentgdpexerts a polarising effect.

The distinction in the literature, of the variamts convergence has hardly produced
anything new. "Beta convergence" is but the adgsntef the "late-comers” versus those

11 Seeld. Tomlinson(1991).

12 samir Amin(2004) noted that “the Americanization of thoughtarties within itself the liberal virus ... this Anieginization has progressed
over the last half century. It degrades Europesesiit to regress, forces it to abandon everythingressive in its contribution to the capitalist
stage of human development...” (p. 96)
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developed countries suffering the disadvantag@eidrge-scale application of technologies of
the past and/or a corresponding rigid structurerotiuction, which need to bear the costs of
replacing the old by the new, i.e. of "creativetdegion". "Sigma convergence" showing the
evolution of dispersion seems to express somethery similar to what Myrdal's "spread
effect'’® wished to indicate.

As regards the former, it is relevant to the adgbose countries being only slightly less
developed, which attempt, by concentrated effaits,catch up with the most advanced
pioneering ones. However, it seems quite irrelet@tite much more underdeveloped countries,
the "late late-comers"”, which are lagging far bdhime developed ones. Besides, the feasibility
of catching-up is not independent of the givenestaigechnological development.

Apart from the successful catching-up of a fewntoas, the empirical facts can hardly
prove yet a tendency of convergence in reality.

Since national development depends both on “eaterand “internal” factors,
moreover on their interaction, globalisation carrdha be praised or condemned for
convergence or divergence tendencies. But the deep®f the international development
gap undoubtedly inserts hidden built-in “bombsbithe process of globalisation.

Prospects for the world economy and need for globgovernance

In the light of the obvious anomalies and dangeitendencies of the prevailing world
order nobody would consider (like Pangloss in \igdta “Candide”) our world as “the best of
all the possible ones”, nor could anybody denyutgent need for substantially reforming the
contemporary world order.

No doubt, the issue tiowto change the prevailing world order has beehénfoécus of
development studies for a long time. In the setochlternative, various conceptions were born
about a better, more democratic and equitable nendwrder. Instead of sharing one or another
ideological variant or venturing any utopian progisaoncerning the future system of the world
society, it is perhaps sufficient to point wome historical achievements, operational
arrangements and those changes and reforms thatedrto be feasibleithin the European
“national” systems of capitalism, particularly aftee Second World War, even if none of the
existing “national” systems is free of inequaliteasd disequilibria, nor is truly democratic. We
may consider and suggest a similar path of chafgeenewed and extended “European
project™) for world capitalism.

(@) In most of the European countries (exceptehonghe Soviet bloc) eixed market
economy with a considerable public sectoas developed, together with auequate
institutional and legal systerfnamely, of the “nation-state”), involving taxatiocompulsory
laws and enforcing power.

On global level there is no public sec¢tonor did develop yet an appropriate institutional
and legal superstructure adequate for the glologdiggld economy. The UN resolutions are not
binding, as they lack the required enforcement paavel mechanism. There is no powerful
institution that is taking care of the “global comms”. There is no management of the non-
renewable natural resources of the Earth. And tlseere security against local and regional

¥ SeeG. Myrdal (1957).

14 Samir Amin(2004) stated: “If social and political strugglesmpose a new historic compromise between cagpiigllabor, then Europe would
be able to distance itself more from Washingtorat;Tim turn, would allow the renewal of a possiblegopean project. ... Such a move would
begin Europe’s participation in the long march tay capitalism’. In other words, Europe will be ighe term left being taken seriously here) or
it will not be.” (p. 89) “Certainly, the implemerian of this project has been grounded on econbases inspired by the principles of liberalism,
but a liberalism that was tempered up until the0Ok38y the social dimension.” (p. 89-91)

15 See. Pronk (1991).
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wars, militarisation, environmental pollution, acmuation of industrial waste, ecological
imbalances, extinction of numerous animal and @aeties, waves of epidemics, uncontrolled
use of new research results and technologies, aridilarly against globalised terrorism and
criminality*®. In other wordsthere is no global governandmsed upon adequate institutional
and legal system. The UN bodies are unable td fo#itask of global governante.

(b) In the developed capitalist countries and alghin the European Union, there is a
more or lessntegrated markenhot only of products and services, lalgo ofboth capital and
labour. If liberalisation, which is so much praised bydimstream” economists, could really
make progress not only in regard to internatiorzale and capital flows, but also to international
labour flows, and, thus, gradually an integratedidvanarket of labour could unfold, then the
international income gap would substantially deseeandeed, as the average wages in the same
labour categories would tend to equalise internatly, too.

For the developed countries the consequence of auiberalisation of inward labour
flows, and elimination of restrictions on immigati residence and employment, could probably
be disastrous under the given circumstances, aly ligsulting a “Big March from the South”,
i.e. a flood of immigration. But similar consequescwhich threatened the more developed
urban areas within some European national econosnies after the Second World War, (as it
happened in Italy), were considerably diminished aoy appropriate policy of progressive
taxation for and promotion of investments in thesldeveloped rural areas.

Such methods cannot internationally be applied;onfrse, without the existence and
operation, on the one hand, of a really global guwg body, which is able to levy and
collect international taxes, runs a central budget directly or indirectly finances
development projects in underdeveloped regions, andhe other, of a public sector of the
world economy. The existing international organ@ are neither capable nor even
authorised to fulfil such tasks related to taxatiorvestments and incentives. They must
respect, at least in principle, “national sovergigjfin fact: the sovereignty of States), too. The
UN resolutions are practically non-binding requiests, without enforcement. Consequently,
global solutions (similar to those already exertiggthin developed countries) require either
new, really global institutions or radical reformisthe existing ones for the establishment of
“global governance*®

(c) In the European countries of developed markehomies the rise GiVelfare State’,
the establishment of a certain “social safety et the institutionalisation of what is called
“social market economyhave marked great achievements. Although the tigcaccelerating
process of globalisation, coupled with new chalengharpened competition and a wave of
neo-liberalism, has adversely affected the “welfstages”, such social security arrangements
as similar to those of the welfare states are haglyled in the world system.

(d) The unfolding of a “social market economy'tire developed European countries has
been accompanied and partly preceded by a protdssnocratisationnamely by the evolution
of a pluralistic democracy withraulti-party parliamentary systeof more or lesproportionate
representation regular free elections and equality of votinghtsgy and power. These
achievements, which resulted by no means fromdbie bf the market and capital, cannot be
underestimated, even if they do not ensure a fdl r@al democracy in its strict sense. (Such
cannot fully unfold if social inequalities and un@djaccess to appropriate information cause
differences in assertion of democratic rights, Aurglistic democracy presupposes the

16 At the global level, common defense needs inclddéense against acts of military aggression asd afainst growing worldwide
terrorism and global criminal activities. Both gmewing in scope and number."Rarker, B.(1998), p. 406.

17 “while the world has become much more highly inééed economically, the mechanisms for managingyktem in a stable, sustainable
way have lagged behind."Gommission on Global Governan(995), pp. 135-136) — Quoted By Dicken(1998), p.461.

18 See - among otherSimai, M.(1994),Waterman, P(1991), andcommission on Global Governangk995).
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articulation, representation and reconciliationtloé diverging, conflicting interests of all the
different segments, strata or classes of the sbdgiety and their proportionate participation ie th
process of decision-making and control over pub$aes.)

In the prevailing world system not only an appiajer institutional and legal
superstructure is lacking, but also a process ofodeatisation. No pluralistic democracy has
developed, and no democratic representation andgvatgime exist. The operation of all the
existing international organisations, includingtak UN bodies, is based upon the principle of
state representation, which renders a false egubditween a state with a few thousand
inhabitants and another one with more than a hillibhe world society as a whole, with its
social stratification, is not represented propowdity at all. The voting system of the
international bodies, whether implying, accordinglyone state — one vote” principle (as at the
UN General Assembly) or a system of “qualified edtéas within IMF and WB), is markedly
undemaocratic.

(e) If capitalism in the most developed countrsticularly in Europe, changed a lot in
the 2¢" century, then it is mainly due to the rise*cbuntervailing power” within the system,
such as represented by trade unions, labour parige®ther social or political non-government
organisations, which have gradually forced the afomm of capital as well as the policy of the
governments to reduce intra-society inequalitiess @nflicts by a “social contract” resulting in
welfare measures and democratic rights.

Similar “countervailing forces”, however, whicheaso important if a brake is to be put
on the concentration and centralization of powethi@ hands of a few, hardly exist in the
world system as yet. They are either lacking oanized in dubious ways as alliances of some
states versus others, with the risk of inter-statigary conflicts. While the forces of capital
are increasingly organised in the form of “entesprempires”, such as TNCs, and are not only
competing, but also co-operating with each otherr(dstrategic alliances”), the forces of labour
are still organised (if at all) mostly on “natioh&vel, despite the old slogan of “international
workers’ solidarity”. Although contacts and certamernational co-operation have developed
among national trade unions and other social osgéons, too, such non-government
organisations have a role neither in the decisiaking process of international bodies, nor,
particularly in that of TNCs. They are, at bestsatvers only. A reform of the UN that, for
example, would establish a “Second Chamber” of @eneral Assembly consisting of
representatives of internationally organised opbperating NGOs, could likely be a great step
towards the rise of “countervailing forces” on veblivel.

(f) In the post-war period the governments in \WasEurope, almost without exception,
applied theKeynesian anti-cyclical policio treat and diminish disequilibria in the econgmay
avoid mass unemployment, great cyclical recessamasover-production crises. Such a policy
proved to be quite efficient in the period of @dst) the first two decades after the Second World
War, and contributed to the development of the avelfstate and social market economy, by
means of progressive taxation, redistributing inesnin favour of the poor, stimulating
production and investment, and increasing expergditan public health, education, science and
culture. No doubt, later on, towards the end of1t8i60s, this policy, which was elaborated for
and applied within the national framework of ecogpmegulating the economic processes by
market-conform methods within the latter, becarse &nd less efficient, moreover, led finally to
increasing inflation together with a slowing dowhezonomic growth (i.e. to “stagflation”).
However, its “failure” was most likely due to thact that the progress in globalisation and
regional integration as well as the expansion ef TNCs’ activities have made the “national”
framework of regulation of economic processes esirggly outdated and irrelevant.

What follows is that the same policy, if appliedthe global framework of the world
economy, could be efficient enough to curb the @oge of cycles in the latter, to prevent deep
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recessions and reduce disequilibria by generafilegteye demand through appropriate fiscal
and monetary policies, income redistribution ana@ating private investments.

(9) In the developed capitalist countries veryagngrogress has taken place since the
Second World War also in regard to the declaradioth guarantees, without discrimination, of
the rights of individuals, which are often called “human rigihtn a misleading way, i.e.
confusing human rights with citizens' rights. (Véhthe latter are tied to citizenship, human
rights in a real sense must belong to all membemsimankind, of the world's human society,
independently of citizenship, national, ethnicteasd family origin, gender, social status, class,
or religious, cultural or other differences.

Human rightsin such a real sense are not yet respected evéimelbyost democratic
states. While they may fully guarantee citizerghts to all their citizens, they enforce severe
regulations to prevent the citizens of other sti@® exercising human rights in the territory
under their sovereignty and control. Human rightdude not only the right of emigration but
also the right to immigrate, to choose freely op&se for living and workind® Human rights
which also include the right to security and depaient, to non-discrimination, to a peaceful
and decent life, to a clean, unpolluted, healthyrenment, to satisfy basic human needs such as
food, clothes, accommodation, education, knowledghkre and information, to develop one's
potential, to free association and to participateai democratic way in public affairs, to
representation and to take part in decision-makatg,) can only be realised if they are
guaranteed on world scene, too, and respectedvetl the world. This is the only way to
eliminate completely discrimination and exploitaticand to democratise the governance of
global interdependence.

(h) The conclusionthat obviously follows from the above is that twerld society
urgently needs

* anew, really global, substantially reformed anochderatisednstitutional systemwhich
is based on the principle of proportionate repregem, ensures equal voting power for
equal number of people, protects the human righédl the members of human society,
makes the articulation and reconciliation of dieeisterests operationally feasible
through and between cross-border political orgéinisa of the individual classes, self-
identified strata and professional groups of theldveociety, and is equipped with a
legal enforcement power;

* a substantial shift in development patterns, econ@alicies and social culture all over
the world, towards real human needs, protectiamatiral environment, cooperation and
solidarity, as well as

» the organisation of the civil society on globalrsze
A real democratic transformation of the world ardas well as national orders)

requires an appropriate answer to the old questibether the State or the Market should be
the main governing force. The only correct answethis question is: none of them, but the
Civil Society®, with its social organisations if being independzom the state and market
interest. Thus, a truly democratic world order cgmely on the spontaneity of the market, or
on the dirigisme of some state-power. Instead, ustmensure the upper hand to tilebal
civil societyunfolding and organising itself on world level,daplaying the primary role in
global governance. Such a civil society needs lloghmarket and a kind of global state-
power in order to rule and control both, namelynbgking use of the latter to regulate the
spontaneous market, correct and compensate founfavourable social consequences,

® The Report of the South Commission correctly geferthe hypocritical distinction drawn between tagour services of the "South” as
"immigration”, to be controlled by national laws\dathe technology-related services of the skilidgbur of the North, which should enjoy free
international mobility just like capital. South Commissiof1990).

20 see:M. Nerfin (1990).
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internationally disequalising and polarising efs&e@nd by making use also of the former, thus
ensuring the freedom of market activities, the petelence of private business and normal
operation of product, service and factor marketsoprder to prevent any centralised power
from over-ruling the society.

() Finally, in view of the requirements of a tullemocratic world order, which may
ensure peaceful co-operation among all peopleshenbasis of mutual understanding and
benefits, there appears snperative need also for a “New Enlightenmenthe latter, which
can stem, like the former, #&entury Enlightenment, from knowledge, would fedesocial
science theories fromdeological misinterpretation, from their apologetic misused an
manipulative distortion for legitimising politicaiterests and practices, and would put an end to
the “religious” belief in any of theoretical strearand ideologies as a single “vehicle of Truth”.
It would also detach religions from politics, iraake impossible to use religion for generating
hostile feelings against others, for justifyingadisiination and for declaring “sacred wars”.

*

It is to be admitted that all the above conclusiomay appear as products of wishful
thinking or utopian ided$ illusory visions. However, in fact, there seenasdly any other
alternative scenario for the survival of the wastatiety and sustainability of its development,
than substantially reforming the existing world emdfor which the above-outlined ideas, as
mostly derived from lessons of the reforms of matlosystems, may be perhaps worth
considering.

Unless a thorough new “Great Transformation”, bgdgal reforms (pushed ahead by
“countervailing forces”) of the prevailing world der takes place, unless the international
development gap, which implies also a gap in skiipwledge and technological level, is
drastically reduced, and a democratic global gavera is established, there is no hope at all for
lasting world peace, sustainable development, gémespect of human rights or even for the
survival of human society.

2 samir Amin(2004) notes: “The project of a humanist respdagke challenge of capitalism’s globalized expanss by no means utopian.
On the contrary, it is the only possible realigiioject. ... If there is a utopia, in the banal amdjative sense of the term, it is truly the
project of managing the system, understood asa#guolby the market.” (p. 19)
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