Chapter 14: Globalization, Aspirations, and Betterment


Though we have considered different case studies that examine deep problems societies face—the traumas we might inflict on each other, the damages we create in ecological systems, the disappearing of people in state societies, the structural inequities that place some at a disadvantage compared to others, and so forth—we would like to end here on an aspirational note.  Undoubtedly, many of our problems run deep.  Yet, there is also promise in education, cooperation, and (global) communitarianism, where we extend grace and compassion to others, recognizing the interconnected elements of our lives.  While Stiglitz sketches his view forward for a better world, please also consider how you might lead to small and large improvements in our shared experiences. Reflect on the importance of building communities, interacting with people different from yourself, and the power of sharing ideas and collaborating to find solutions to very real troubles we often face at different points in time.  


Case Study Questions

[bookmark: _Hlk38635247]Please use the following questions and key terms as points of consideration when reading the case study below (Citation: Stiglitz, Joseph. 2006. ‘Another world is possible’. In Making Globalization Work. Pp. 3-24. New York: W.W. Norton & Company).

Define the following key terms and note their significance: 
1. Liberalization
2. World Trade Organization
3. Conditionality
4. Washington Consensus

Please use the following questions as points of consideration when reading the case study below. 
1. How does Stiglitz define globalization?  Why has globalization 'failed to live up to its potential'?
2. What are the five concerns expressed by those discontented with globalization? 
3. Why has globalization led to more pronounced experiences of poverty?
4. What are the main areas that need to be fixed to 'reform globalization'?  Ensure that you understand each.






Case Study[endnoteRef:1] [1:  Reproduced in part from Stiglitz, Joseph. 2006. ‘Another world is possible’. In Making Globalization Work. Pp. 3-24. New York: W.W. Norton & Company. ] 


[bookmark: _Hlk37599222]Another World is Possible 
Joseph Stiglitz

In a vast field on the outskirts of Mumbai, activists from around the world gathered for the World Social Forum in January 2004. The first Forum to be held in Asia, this meeting had a very different feel from those held in Porto Alegre, Brazil, in the four previous years. Over 100,000 people attended the week-long event, and the scene was, like India itself, a colorful crush of humanity. Fair trade organizations staffed rows of stalls selling handmade jewelry, colorful textiles, and housewares. … Loincloth-clad groups of dalit activists (members of the castes that used to be known as untouchables), representatives of workers' rights organizations and women's groups, the UN and non- governmental organizations (NGOs) all rubbed shoulders. Thousands gathered in temporary meeting halls the size of aircraft hangars to hear a program of speakers that included former Irish president Mary Robinson (former UN High Commissioner for Human Rights, 1997-2002) and Nobel Peace Prize winner Shirin Ebadi…
Many conversations took place at the World Social Forum. There was debate about how to restructure the institutions that run the world and how to rein in the power of the United States. But there was one overriding concern: globalization. There was a consensus that change is necessary, summed up in the motto of the conference: "Another world is possible." The activists at the meeting had heard the promises of globalization—that it would make everyone better off; but they had seen the reality: while some were in fact doing very well, others were worse off. In their eyes, globalization was a big part of the problem.
Globalization encompasses many things: the international flow of ideas and knowledge, the sharing of cultures, global civil society, and the global environmental movement. This book, however, is mostly about economic globalization, which entails the closer economic integration of the countries of the world through the increased flow of goods and services, capital, and even labor. The great hope of globalization is that it will raise living standards throughout the world: give poor countries access to overseas markets so that they can sell their goods, allow in foreign investment that will make new products at cheaper prices, and open borders so that people can travel abroad to be educated, work, and send home earnings to help their families and fund new businesses.
I believe that globalization has the potential to bring enormous benefits to those in both the developing and the developed world. But the evidence is overwhelming that it has failed to live up to this potential. … [The] problem is not with globalization itself but in the way globalization has been managed. Economics has been driving globalization, especially through the lowering of communication and transportation costs. But politics has shaped it. The rules of the game have been largely set by the advanced industrial countries— and particularly by special interests within those countries—and, not surprisingly, they have shaped globalization to further their own interests. They have not sought to create a fair set of rules, let alone a set of rules that would promote the well-being of those in the poorest countries of the world.
After speaking at the World Social Forum, Mary Robinson, Delhi University chancellor Deepak Nayaar, International Labour Organization president Juan Somavia, and I were among the few who went on to the World Economic Forum in Davos, the Swiss ski resort where the global elite gather to mull over the state of the world. Here, in this snowy mountain town, the world's captains of industry and finance had very different views about globalization from those we heard in Mumbai.
The World Social Forum had been an open meeting, bringing together vast numbers from all over the world who wanted to discuss social change and how to make their slogan, "Another world is possible," a reality. It was chaotic, unfocused, and wonderfully lively—a chance for people to see each other, make their voices heard, and to network with their fellow activists. Networking is also one of the main reasons that the movers and shakers of the world attend the invitation-only event at Davos. The Davos meetings have always been a good place to take the pulse of the world's economic leaders. Though largely a gathering of white businessmen, supplemented by a roster of government officials and senior journalists, in recent years the invitation list has been expanded to include a number of artists, intellectuals, and NGO representatives.
In Davos there was relief, and a bit of complacency. The global economy, which had been weak since the bursting of the dot-com bubble in America, was finally recovering, and the "war on terror" seemed to be under control. The 2003 gathering had been marked by enormous tension between the United States and the rest of the world over the war in Iraq, and still earlier meetings had seen disagreement over the direction which globalization was taking. The 2004 meeting was marked with relief that these tensions had at least been modulated. Still there was worry about American unilateralism, about the world's most powerful country imposing its will on others while preaching democracy, self-determination, and human rights. People in the developing world had long been worried about how global decisions—decisions about economics and politics that affected their lives—were made. Now, it seemed, the rest of the world was worried also.
I have been going to the annual meetings at Davos for many years and had always heard globalization spoken of with great enthusiasm. What was fascinating about the 2004 meeting was the speed with which views had shifted. More of the participants were questioning whether globalization really was bringing the promised benefits—at least to many in the poorer countries. They had been chastened by the economic instability that marked the end of the twentieth century, and they worried about whether developing countries could cope with the consequences. This change is emblematic of the massive change in thinking about globalization that has taken place in the last five years all around the world. In the 1990s, the discussion at Davos had been about the virtues of opening international markets. By the early years of the millennium, it centered on poverty reduction, human rights, and the need for fairer trade arrangements…. 

The Two Faces of Globalization 

In the early 1990s, globalization was greeted with euphoria. Capital flows to developing countries had increased sixfold in six years, from 1990 to 1996. The establishment of the World Trade Organization in 1995—a goal that had been sought for half a century—was to bring the semblance of a rule of law to international commerce. Everyone was supposed to be a winner—those in both the developed and the developing world. Globalization was to bring unprecedented prosperity to all.
No wonder then that the first major modern protest against globalization—which took place in Seattle in December 1999, at what was supposed to be the start of a new round of trade negotiations, leading to further liberalization—came as a surprise to the advocates of open markets. Globalization had succeeded in unifying people from around the world—against globalization. Factory workers in the United States saw their jobs being threatened by competition from China. Farmers in developing countries saw their jobs being threatened by the highly subsidized corn and other crops from the United States. Workers in Europe saw hard-fought-for job protections being assailed in the name of globalization. AIDS activists saw new trade agreements raising the prices of drugs to levels that were. unaffordable in much of the world. Environmentalists felt that globalization undermined their decades- long struggle to establish regulations to preserve our natural heritage. Those who wanted to protect and develop their own cultural heritage saw too the intrusions of globalization. These protestors did not accept the argument that, economically at least, globalization would ultimately make everybody better off.
There have been many reports and commissions devoted to the topic of globalization. I was involved in the World Commission on the Social Dimensions of Globalization, which was established in 2001 by the International Labour Organization (created in 1919 in Geneva to bring together government, business, and labor). Co-chaired by President Benjamin W. Mkapa of Tanzania and President Tarja Kaarina Halonen of Finland, our commission issued a highly skeptical report in 2004. A few lines go a long way to understanding how much of the world feels about globalization:

‘The current process of globalization is generating unbalanced outcomes, both between and within countries. Wealth is being created, but too many countries and people are not sharing in its benefits. They also have little or no voice in shaping the process. Seen through the eyes of the vast majority of women and men, globalization has not met their simple and legitimate aspirations for decent jobs and a better future for their children. Many of them live in the limbo of the informal economy without formal rights and in a swathe of poor countries that subsist precariously on the margins of the global economy. Even in economically successful countries some workers and communities have been adversely affected by globalization. Meanwhile the revolution in global communications heightens awareness of these disparities ... these global imbalances are morally unacceptable and politically unsustainable.'

The commission surveyed seventy-three countries around the world. Its conclusions were startling. In every region of the world except South Asia, the United States, and the European Union (EU), unemployment rates increased between 1990 and 2002. By the time the report was issued, global unemployment had reached a new high of 185.9 million. The commission also found that 59 percent of the world's people were living in countries with growing inequality, with only 5 percent in countries with declining inequality.' Even in most of the developed countries, the rich were getting richer while the poor were often not even holding their own.
In short, globalization may have helped some countries—their GDP, the sum total of the goods and services produced, may have increased—but it had not helped most of the people even in these countries. The worry was that globalization might be creating rich countries with poor people.
Of course, those who are discontented with economic globalization generally do not object to the greater access to global markets or to the spread of global knowledge, which allows the developing world to take advantage of the discoveries and innovations made in developed coun- tries. Rather, they raise five concerns:

· The rules of the game that govern globalization are unfair, specifically designed to benefit the advanced industrial countries. In fact, some recent changes are so unfair that they have made some of the poorest countries actually worse off.
· Globalization advances material values over other values, such as a concern for the environment or for life itself.
· The way globalization has been managed has taken away much of the developing countries' sovereignty, and their ability to make decisions themselves in key areas that affect their citizens' well-being. In this sense, it has undermined democracy.
· While the advocates of globalization have claimed that everyone will benefit economically, there is plenty of evidence from both developing and developed countries that there are many losers in both.
· Perhaps most important, the economic system that has been pressed upon the developing countries—in some cases essentially forced upon them—is inappropriate and often grossly damaging. Globalization should not mean the Americanization of either economic policy or culture, but often it does—and that has caused resentment.

The last is a topic that touches both those in developed and developing countries. There are many forms of a market economy—the American model differs from that of the Nordic countries, from the Japanese model, and from the European social model. Even those in developed countries worry that globalization has been used to advance the "Anglo-American liberal model" over these alternatives—and even if the American model has done well as measured by GDP, it has not done well in many other dimensions, such as the length (and, some would argue, the quality) of life, the eradication of poverty, or even the maintenance of the well-being of those in the middle. Real wages in the United States, especially of those at the bottom, have stagnated for more than a quarter century, and incomes are as high as they are partly because Americans work far longer hours than their European counter- parts. If globalization is being used to advance the American model of a market economy, many elsewhere are not sure they want it. Those in the developing world have an even stronger complaint—that globalization has been used to advance a version of market economics that is more extreme, and more reflective of corporate interests, than can be found even in the United States.



Globalization and poverty

Critics of globalization point to the growing numbers of people living in poverty. The world is in a race between economic growth and population growth, and so far population growth is winning. Even as the percentages of people living in poverty are falling, the absolute number is rising. The World Bank defines poverty as living on less than $2 a day, absolute or extreme poverty as living on less than $1 a day.
Think for a minute what it means to live on one or two dollars a day. Life for people this poor is brutal. Childhood malnutrition is endemic, life expectancy is often below fifty years, and medical care is scarce. Hours are spent each day searching for fuel and drinkable water and eking out a miserable livelihood, planting cotton on a semi-arid plot of land and hoping that this year the rains will not fail, or in the backbreaking toil of growing rice in a meager half acre, knowing that no matter how hard one works there will be barely enough to feed one's family.
Globalization has played a part both in the biggest successes—and in some of the failures. China's economic growth, which was based on exports, has lifted several hundred million people out of poverty. But China managed globalization carefully: it was slow to open up its own markets for imports, and even today does not allow the entry of hot speculative money—money that seeks high returns in the short run and rushes into a country in a wave of optimism only to rush out again at the first hint of trouble. China's government realized that while the rush in might bring a short-lived boom, the recessions and depressions that could be expected to follow would bring long-lasting damage, more than offsetting the short-run gain. China avoided the boom-and-bust that marked other countries in East Asia and Latin America … maintaining growth in excess of 7 percent every year.
The sad truth, however, is that outside of China, poverty in the developing world has increased over the past two decades. Some 40 percent of the world's 6.5 billion people live in poverty (a number that is up 36 percent from 1981), a sixth-877 million—live in extreme poverty (3 percent more than in 1981). The worst failure is Africa, where the percentage of the population living in extreme poverty has increased from 41.6 percent in 1981 to 46.9 percent in 2001. Given its increasing population, this means that the number of people living in extreme poverty has almost doubled, from 164 million to 316 million.'
Historically, Africa is the region most exploited by globalization: during the years of colonialism the world took its resources but gave back little in return. In recent years, Latin America and Russia have also been disappointed by globalization. They opened up their markets, but globalization did not deliver on its promises, especially to the poor.
Income and higher living standards are important, but the deprivations of poverty go beyond a lack of money. When I was chief economist of the World Bank, we published a study called Voices of the Poor. A team of economists and researchers interviewed some 60,000 poor men and women from sixty countries in order to find out how they felt about their situation.' Unsurprisingly, they stressed not just their inadequate income but their feelings of insecurity and powerlessness. Those without jobs, especially, felt marginalized, shunted aside by their societies.
For those who have a job, much of this insecurity arises from the risk of being thrown out of it or of wages plummeting—seen so dramatically in the crises in Latin America, Russia, and East Asia at the end of the 1990s. Globalization has exposed developing countries to more risks, but markets to insure against these risks are notably absent. In more advanced countries, governments fill in the gap by providing pensions for senior citizens, disability payments, health insurance, welfare, and unemployment insurance. But in developing countries, governments are typically too poor to implement social insurance programs. What little money they have is more likely to be spent on basic education and health, and on building infrastructure. The poor are left to fend for themselves and so are vulnerable when the economy slows down or jobs are lost due to competition from foreign countries. The wealthy have a buffer of savings to protect them, but the poor do not.
Insecurity was one of the major concerns of the poor; a sense of powerlessness was another. The poor have few opportunities to speak out. When they speak, no one listens; when someone does listen, the reply is that nothing can be done; when they are told something can be done, nothing is ever done. A remark in the World Bank report, from a young woman in Jamaica, captures this sense of powerlessness: "Poverty is like living in jail, living under bondage, waiting to be free."
What is true for poor people is too often true for poor countries. While the idea of democracy has spread and more countries have free elections than, say, thirty years ago, developing countries find their ability to act eroded both by new constraints imposed from outside and by the weakening of their existing institutions and arrangements to which globalization has contributed. Consider, for instance, the demands imposed on developing countries as a condition for aid. Some might make sense (though not all…). But that is not the point. Conditionality undermines domestic political institutions. The electorate sees its government bending before foreigners or giving into international institutions that it believes to be run by the United States. Democracy is undermined; the electorate feels betrayed. Thus, although globalization has helped spread the idea of democracy, it has, paradoxically, been managed in a way that undermines democratic processes within countries.
Moreover, it is perceived—quite rightly, I think—that the way globalization is currently managed is not consistent with democratic principles. Little weight is given, for instance, to the voices and concerns of the developing countries. At the International Monetary Fund, the international institution charged with oversight of the global financial system, a single country—the United States—has effective veto. It is not a question of one man one vote, or one country one vote: dollars vote. The countries with the largest economies have the most votes— and it is not even today's dollars that count. Votes are determined largely on the basis of economic power at the time the IMF was established sixty years ago (with some adjustments since). China, with its burgeoning economy, is underrepresented. As another example, the head of the World Bank, the international organization charged with promoting development, has always been appointed by the president of the United States (without even having to consult his own Congress). American politics, not qualifications, are what matters: experience in development, or even experience in banking, is not required. In two instances—the appointments of Paul Wolfowitz and Robert MacNamara—the background was defense, and both these former secretaries of defense were associated with discredited wars (Iraq and Vietnam).

Reforming Globalization

The globalization debate has gone from a general recognition that all was not well with globalization and that there was a real basis for at least some of the discontent to a deeper analysis that links specific policies with specific failures. Experts and policymakers now agree on the areas where change has to take place… 
Making globalization work will not be easy. Those who benefit from the current system will resist change, and they are very powerful. But forces for change have already been set in motion. There will be reforms, even if they are piecemeal ones. I hope that this book will help lead to reforms based on a broader vision of what is currently wrong. It also provides a number of specific suggestions for how to make globalization work better. Some of these are small, and should meet little resistance; others are big, and may not be implemented for years.
There are many things that must be done. Six areas where the international community has recognized that all is not well illustrate both the progress that has been made and the distance yet to go.

The pervasiveness of poverty

Poverty has, at last, become a global concern. The United Nations and multinational institutions such as the World Bank have all begun focusing more on poverty reduction. In September 2000, some 150 heads of state or government attended the Millennium Summit at the United Nations in New York and signed the Millennium Development Goals, pledging to cut poverty in half by 2015. They recognized the many dimensions to poverty—not just inadequate income, but also, for instance, inadequate health care and access to water.
Until recently, IMF perspectives have been paramount in economic policy discussions, and the IMF traditionally focused on inflation rather than on wages, unemployment, or poverty. Its view was that poverty reduction was the mandate of the World Bank, while its own mandate was global economic stability. But focusing on inflation and ignoring employment led to the obvious result: higher unemployment and more poverty. The good news is that, at least officially, the IMF has now made poverty reduction a priority.
By now it has become clear that opening up markets (taking down trade barriers, opening up to capital flows) by itself will not "solve" the problem of poverty; it may even make it worse. What is needed is both more assistance and a fairer trade regime.

The need for foreign assistance and debt relief

At Monterrey, Mexico, in March 2002 at the International Conference on Financing for Development, which was attended by 50 heads of state or government and 200 government ministers, among others, the advanced industrial countries committed themselves to substantial increases in assistance—to 0.7 percent of their GDP (though so far few countries have lived up to those commitments, and some—especially the United States—are a far way off). In tandem with the recognition that aid should be increased has come a broad agreement that more assistance should be given in the form of grants and less in loans—not surprising given the constant problems in repaying the loans.
Most telling of all, however, is the altered approach to conditionality. Countries seeking foreign aid are typically asked to meet a large number of conditions; for instance, a country may be told that it must quickly pass a piece of legislation or reform social security, bankruptcy, or other financial systems if it is to receive aid. The enormous number of conditions often distracted governments from more vital tasks. Excessive conditionality was one of the major complaints against the IMF and the World Bank. Both institutions now admit that they went overboard, and in the last five years they have actually greatly reduced conditionality.
Many developing countries face a huge burden of debt. In some, half or more of their governmental spending or foreign exchange earnings from exports has to be used to service this debt—taking away money that could be used for schools, roads, or health clinics. Development is difficult as it is; with this debt burden, it becomes virtually impossible.
Once a year, the leaders of the major industrial countries … get together to discuss major global problems. At the 2005 G-8 summit, held in Gleneagles, Scotland, the leaders of the advanced industrial countries agreed to write off completely the debt owed to the IMF and the World Bank by the poorest eighteen countries of the world, fourteen of which are in Africa.' Even after two previous attempts at debt reduction, many developing countries still have an enormous debt overhang. As I write this, the world's developing countries owe roughly $1.5 trillion to creditors including international banks, the IMF, and the World Bank. Approximately one-third of that is owed by low-income countries.' And in spite of debt forgiveness, the level of indebtedness by low-income countries has continued to increase…. 

The aspiration to make trade fair

Trade liberalization—opening up markets to the free flow of goods and services—was supposed to lead to growth. The evidence is at best mixed." Part of the reason that international trade agreements have been so unsuccessful in promoting growth in poor countries is that they were often unbalanced: the advanced industrial countries were allowed to levy tariffs on goods produced by developing countries that were, on average, four times higher than those on goods produced by other advanced industrial countries. While developing countries were forced to abandon subsidies designed to help their nascent industries, advanced industrial countries were allowed to continue their own enormous agricultural subsidies, forcing down agricultural prices and undermining living standards in developing countries.
In the aftermath of the Seattle riots, as a closer look was taken at past trade agreements, it became clear that at least some of the discontent was justified. The poorest countries had actually been made worse off by the last trade agreement. And the world responded: at Doha, in November 2001, there was an agreement that the next round of trade negotiations should focus on the needs of the developing countries…. 

The limitations of liberalization

In the 1990s, when the policies of liberalization failed to produce the promised results, the focus was on what the developing countries had failed to do. If trade liberalization did not produce growth, it was because the countries had not liberalized enough, or because corruption created an unfavorable climate for business. Today, even among many of the advocates of globalization, there is more awareness of shared blame.
The most hotly contested policy issue of the 1990s was capital market liberalization, opening up markets to the free flow of short-term, hot, speculative money. The IMF even tried to change its charter at its annual meeting in 1997, held in Hong Kong, to enable it to push countries to liberalize. By 2003, even the IMF had conceded that, at least for many developing countries, capital market liberalization had led not to more growth, just to more instability.
Trade and capital market liberalization were two key components of a broader policy framework, known as the Washington Consensus—a consensus forged between the IMF (located on 19th Street), the World Bank (on 18th Street), and the U.S. Treasury (on 15th Street)—on what constituted the set of policies that would best promote development. It emphasized downscaling of government, deregulation, and rapid liberalization and privatization. By the early years of the millennium, confidence in the Washington Consensus was fraying, and a post-Washington Consensus was emerging. The Washington Consensus had, for instance, paid too little attention to issues of equity, employment, and competition, to pacing and sequencing of reforms, or to how privatizations were conducted. There is by now also a consensus that it focused too much on just an increase in GDP, not on other things that affect living standards, and focused too little on sustainability—on whether growth could be sustained economically, socially, politically, or environmentally. The fact that countries like Argentina—which got an A+ rating from the IMF for following the Washington Consensus precepts—did well for a few short years only to later face calamity has helped to reinforce the new emphasis on sustainability.

Protecting the environment

A failure of environmental stability poses an even greater danger for the world in the long run. A decade ago, concern about the environment and globalization was limited mostly to environmental advocacy groups and experts. Today, it is almost universal. Unless we lessen environmental damage, conserve on our use of energy and other natural resources, and attempt to slow global warming, disaster lies ahead. Global warming has become a true challenge of globalization. The successes of development, especially in India and China, have provided those countries the economic wherewithal to increase energy usage, but the world's environment simply cannot sustain such an onslaught. There will be grave problems ahead if everybody emits greenhouse gases at the rate at which Americans have been doing so. The good news is that this is, by now, almost universally recognized, except in some quarters in Washington; but the adjustments in lifestyles will not be easy. 

A flawed system of global governance

There is now also a consensus, at least outside the United States, that something is wrong with the way decisions are made at the global level; there is a consensus, in particular, on the dangers of unilateralism and on the "democratic deficit" in the international economic institutions. Both by structure and process, voices that ought to be heard are not. Colonialism is dead, yet the developing countries do not have the representation that they should.
World War I made clear our growing global interdependence, and when it was over several international institutions were created. The most important, the League of Nations, failed in its mission to preserve the peace. As World War II was coming to an end, there was a resolve to do better. The United Nations was created to prevent the wars that had proven such a scourge during the first half of the twentieth century. With memories of the Great Depression of the 1930s still fresh, two new economic institutions were established: the International Monetary Fund and the World Bank. At the time, much of the developing world was still colonized; these institutions were clubs of the rich countries, and their governance reflected this. They quickly established "old boy" rules to enhance their control: the United States agreed that Europe could appoint the head of the IMF, with an American in the number two position; and Europe agreed that the U.S. president could appoint the head of the World Bank. If these institutions had been more successful in ameliorating the problems they were supposed to address—if, for instance, the IMF had succeeded in ensuring the stability of the world's economy—these anachronisms in governance might have been forgiven. But the IMF failed in its major mission of ensuring global financial stability—as evidenced so starkly in the global crises at the end of the 1990s, which affected every major emerging market economy that had followed the IMF's advice. As the IMF crafted policies to respond to the crises, it seemed more often to focus on saving the Western creditors than on helping the countries in crisis and their people. There was money to bail out Western banks but not for minimal food subsidies for those on the brink of starvation. Countries that had turned to the IMF for guidance failed in sustained growth, while countries like China, which followed its own counsel, had enormous success. Deeper analyses exposed the role that particular IMF policies such as capital market liberalization had played in the failures. While the IMF complained about problems of governance and lack of transparency in developing countries, it seemed that the IMF itself was beset by these same problems. It lacked some of the basic rules of democratic institutions: namely, transparency, so that citizens could see what issues were on the table and have time to react, and also so they could see how officials had voted, so that they could be held accountable. In addition, there was a need for regulations restricting officials from moving quickly to private firms as they departed their public service to the IMF; such restrictions are standard fare in mod- ern democracies, to reduce the appearance—or reality—of conflicts of interests, the incentive of servants rewarding potential future employers through favorable procurement or regulation.
There is a growing consensus both that there is a problem of governance in the international public institutions like the IMF that shape globalization and that these problems contribute to their failures. At the very least, the democratic deficit in their governance has contributed to their lack of legitimacy, which has undermined their efficacy— especially when they speak on issues of democratic governance.

The Nation State and Globalization

… There is a clear need for strong international institutions to deal with the challenges posed by economic globalization; yet today confidence in existing institutions is weak. The fact that the institutions which make the decisions suffer, as we have noted, from a democratic deficit is clearly a problem. It results in decisions that are too often not in the interests of those in the developing world. Making matters even worse is the fact that those in the advanced industrial countries, whose governments dictate the direction of economic globalization, have not yet developed the underlying sympathies which are necessary to make the global community work. Of course, when we see earthquakes in Turkey, or a famine in Ethiopia, or a tsunami in Indonesia—images that globalization has enabled us to bring into every person's living room—we feel enormous sympathy for the victims, and there is an outpouring of help. But more than that is required.
As the nation-state developed, individuals felt connected to others within the nation—not as closely as to those in their own local community, but far more closely than to those outside the nation-state. The problem is that, as globalization has proceeded, loyalties have changed little. War shows these differences in attitude most dramatically: Americans keep accurate count of the number of U.S. soldiers lost, but when estimates of Iraqi deaths, up to fifty times as high, were released, it hardly caused a stir. Torture of Americans would have generated outrage; torture by Americans seemed mainly to concern those in the anti-war movement; it was even defended by many as necessary to protect the United States. These asymmetries have their parallel in the economic sphere. Americans bemoan the loss of jobs at home, and do not celebrate a larger gain in jobs by those who are far poorer abroad.
Most of us will always live locally—in our own communities, states, countries. But globalization has meant that we are, at the same time, part of a global community. Europeans are, sometimes with difficulty, learning how to think of themselves both as German or Italian or British and as European. Closer economic integration has helped. So too at the global level: we may live locally; but increasingly we will have to think globally, think of ourselves as part of a global community. This will entail more than just treating others with respect. It will entail thinking about what is fair: what, for instance, would a fair-trade regime look like? It will entail putting ourselves in others' shoes: what would we think is fair or right if we were in their position?" And it will entail thinking carefully about when we need to impose rules and regulations to make the global system work, and when we should respect national sovereignty; allowing each to make the decisions appropriate for themselves.
A change in mindset will be essential if we are to change the way globalization is managed. Such a change is already under way. This chapter has highlighted the enormous changes in attitudes toward globalization that have occurred in the last decade alone. The debate is, to a large extent, no longer "anti-" or "pro-" globalization. We have realized the positive potential of globalization: almost half of humanity Asia, including China and India—is being integrated into the global economy; 2.4 billion people whose countries have suffered colonialism and exploitation, wars and internal disarray, have seen unprecedented rates of growth for a quarter of a century or more. This is an event of historic proportions, and it too has to be put into historical context. Even in the most successful years of the West, during the Industrial Revolution or the boom that followed World War II, growth seldom exceeded 3 percent. China's average growth over the past three decades has been triple that. These successes are partly due to globalization. But we have also seen the darker side of globalization: the recessions and depressions that global instability has brought with it; the degradation of the environment as global growth proceeds without global rules; a continent, Africa, stripped of its assets, its natural resources, and left with a debt burden beyond its ability to pay. Even the advanced industrial countries are beginning to question globalization, as it brings with it economic insecurity and inequality; as economic materialism trumps other values; as countries realize that their well-being, even their survival, depends on others that they may not trust, such as the unstable oil regimes in the Middle East and elsewhere. There may be growth, but most of the people may be worse off. Trickle-down economics, which holds that so long as the economy as a whole grows everyone benefits, has been repeatedly shown to be wrong.
Some say globalization is inevitable, that one has to simply accept it with its flaws. But as most of the world has come to live in democracies, if globalization does not benefit most of the people they will eventually react. They can be fooled for a while—they can, for a while, believe stories that, while the pain is here today, the gain is around the corner—but after a quarter century or more, such stories lose their credibility. There have been reversals in globalization before—the degree of global economic integration, by most measures, fell after World War I…  it can happen again. Already the world has seen the beginnings of a backlash against globalization, even in the countries that have been its greatest beneficiaries, as attempts by Indian, Chinese, and Dubai firms to buy companies in the developed world have met with resistance….
Today, there is an understanding that many of the problems with globalization are of our own making—are a result of the way globalization has been managed. I am heartened as I see mass movements, especially in Europe, calling for debt relief, and as I see the leaders of most of the advanced industrial countries calling for a fairer trade regime, doing something about global warming, and committing themselves to cutting poverty in half…. But there is a gap between the rhetoric and the reality—and many of these leaders are ahead of the people in their democracies, who may be fully committed to these lofty goals, but only so long as it does not cost them anything.
… We cannot carry on along the course we have been on. The forces of democracy are too strong: voters will not allow the continuation of the way that globalization has been managed. We are already beginning to see manifestations of this in elections in Latin America and elsewhere. The good news is that economics is not zero-sum. We can restructure globalization so that those in both the developed and the developing world, the current generations and future generations, can all benefit—though there are some special interests who will lose out, and they will resist these changes. We can have stronger economies and societies that put more weight on values, like culture, the environment, and life itself.


[For the authors’ notes and references, please see the original source.]
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