GLOBAL PERESTROIKA

Robert W. Cox

Mikhail Gorbachev's perestroika was a revolutionfrom above, a decision
by political |eadershipto undertake areform of theeconomicorganisation
of 'real socialism' which, onceinitiated, got out of control and spun into
entropy. Underlying that decision was a vague idea that some kind of
socialism could be rebuilt in the context of market forces. No one had a
clear strategy based upon real socia forces asto how thisresult could be
achieved. The consequence has been a devastating destruction of the real
economy, i.e. the productive capacity and the economic organisation of
real (albeit ailing) socialism, and a disarticulation of social forces. Soviet
perestroika aggravated the decay o public services, created large-scale
unemployment, polarised new wealth and new poverty, generated infla-
tion, and madeaformer superpower dependent uponforeignrelief. Those
who gained from the 'market' were preeminently well-placed membersof
the former nomenklatura, speculators, and gangsters. The market is the
mafia.

Perestroikain the now defunct Soviet empireisperhapstheworst caseof
what has becomeaglobal phenomenon- worst not in an absol ute sense but
in the most dramatic descent from production to entropy. Global per-
estroika, more euphemistically called 'globalization’, is not the conse-
guence of a conscious decision of political leadership. It is a result o
structural changesin capitalism, in the actionsof many people, corporate
bodies, and states, that cumulatively produce new relationships and pat-
ternsof behaviour. The project of global perestroikaislessthe conscious
will of anidentifiablegroup than thelatent consequencedf thesestructural
changes. These consequences form a coherent interrelated pattern; but
this pattern contains within itself contradictions that threaten the per-
sistence of thisstructural wholein formation. Those of uswho abhor the
social and political implicationsof the globalisation project must study its
contradictions in order to work for itseventua replacement.
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Sources of Globalisation

It has been fashionable, especialy in the Anglo-Saxon tradition, to
distinguish states and markets in the analysis of economic forces and
economicchange. Where thisdistinction leadsto the privileging of oneto
the exclusion of the other, it dwaysdepartsfrom historical reality. States
and political authorities have had a variety o relationshipsto economic
activity, even when proclaiming non-intervention, and the market is a
power relationship. (As Frangois Perroux wrote: 11 ny a pasdesosie en
économie’. — Economic agentsare not identical twins.) Where the distinc-
tion serves to assess the relative weight of the visible hand of political
authority and of the latent outcomeof an infinity of privateactions, it has
some analytical merit.!

In the capitalist core of the world economy, the balance hasshifted over
time from the mercantilismthat went hand in hand with the formation of
themodern state, to theliberalism of lesbourgeoiscangiedrasats,’ and back
againtoamorestate-regul ated economicorder, firstin theageof imperial-
ism and then, after a post-war interlude of aborted liberalism, during the
Great Depression of the 1930s. The state during the 1930s had to assume
theroled agent of economicrevival and defender of domestic welfareand
employment against disturbances comingfrom the outside world. Corpo-
ratism, the union of the state with productiveforcesat the national level,
became, under various names, the-model of economic regulation.

FollowingWorld War 11, the Bretton Woodssystem attempted to strike
abalance between aliberal world market and the domestic responsibilities
of states. States became accountable to agencies of an international
economic order — the IMF, World Bank, and GATT - as regards trade
liberalisation, and exchange-rate stability and convertibility; and were
granted facilitiesand timeto makeadjustmentsin their national economic
practices so as not to have to sacrifice the welfare of domestic groups.
K eynesian demand management along with varieties of corporatism sus-
tained thisinternational economicorder through the upsand downsdf the
capitalist businesscycle. Moderate inflationattributabl e to thefinetuning
of national economies stimulated along period of economic growth. War
and arms production played a key role: World War II pulled the national
economies out of the Depression; the Korean War and the Cold War
underpinned economic growth of the 1950sand 1960s.

The crisis of this post-war order can be traced to the years 1968-75.
During this period, the balanced compromise of Bretton Woods shifted
toward subordination of domestic economies to the perceived exigencies
of aglobal economy. States willy nilly became more effectively account-
able to a nébuleuse personified as the, global economy; and they were
constrained to mystify thisexternal accountability in the eyesand ears of
their own publicsthrough the new vocabul ary of globalisation, interdepen-
dence, and competitiveness.
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How and why did this happen? It is unlikely that any fully adequate
explanation can be given now. The matter will be long debated. It is,
however, possible to recognisethis period as a rea turning point in the
structural sense of a weakening of old and the emergence of new struc-
tures. Some key elements of the transformation can be identified.

The structural power of capital: Inflation which hitherto had been a
stimulus to growth, beneficient aike to business and organised labour,
now, at higher rates and with declining profit margins, became perceived
by businessasinhibiting investment. Discussionsamong economistsasto
whether the fault lay in demand pull or in cost push were inconclusive.
Businessblamed unionsfor raisingwagesand governmentsfor thecycleof
excessive spending, borrowing, and taxing. Governments were made to
understand that arevival of economicgrowthwould depend upon business
confidenceto invest, and that this confidencewould depend upon ‘disci-
pline' directed at trade unions and government fisca management. The
investment strike and capital flight are powerful weaponsthat no govern-
ment canignorewith impunity. A typical demonstration of their effective-
ness was the policy shift from the first to the second phase of the
Mitterrand presidency in France.

The structuring of production: Insofar as government policiesdid help
restore business confidence, new investment was by-and-large of a dif-
ferent type. The crisis of the post-war order accelerated the shift from
Fordism to post-Fordism — from economies of scale to economies of
flexibility. The large integrated plant employing large numbers of semi-
skilled workers on mass-production o standardised goods became an
obsolete model of organisation. The new model was based on a core-
periphery structure of production, witharelativelysmall coredf relatively
permanent employees handling finance, research and development,
technological organisation and innovation, and a periphery consisting of
dependent componentsadf the production process.

Whilethe coreisintegrated with capital, thefragmented componentsof
the periphery are much more loosely linked to the overall production
process. They can be located partly within the core plant, e.g. asmain-
tenance services, and partly spread among different geographical sitesin
many countries. Periphery components can be called into existencewhen
they are needed by the coreand disposed of when they are not. Restructur-
ing into the core-periphery model has facilitated the use of a more
precariously employed labour force segmented by ethnicity, gender,
nationality, or religion. It has weakened the power o trade unions and
strengthened that of capital withinthe production process. It hasalsomade
businesslesscontrollable by any singlestate authority. Restructuring has
thereby accelerated the globalising of production.

The role of debt: Both corporations and governments have relied
increasingly on debt financing rather than on equity investment or taxa-
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tion. Furthermore, debt has to an increasingextent become foreign debt.
Therewasatimewhenit could besaid that theextent of publicdebt did not
matter 'because we owed it to ourselves. However plausiblethe attitude
may have been, it nolonger applies. Governments now haveto care about
their international credit ratings. They usually have to borrow in curren-
ciesother than their own and face the risk that depreciation of their own
currency will raise the costs of debt service.

Astheproportion of state revenuegoinginto debt servicerises, govern-
ments have becomemoreeffectively accountableto external bond markets
than to their own publics. Their options in exchange rate policy, fisca
policy, and trade policy have become constrained by financial interests
linked to the global economy. In Canada, among the very first actsof the
headsof the Parti québecois government elected in Quebecin 1976 and of
the New Democratic Party government elected in Ontarioin 1990, both of
them appearingasradical challengestothe pre-existingpolitical order, was
togoto New Y ork to reassurethe makers of the bond market. In Mexico,
thegovernment had to abandon an agricultural reform designed to expand
medium-sized farming for local consumption goods, and revert to large-
scale production of luxury export cropsin order to earn dollarsto service
the country's debt.

Corporationsare no more autonomousthan governments. Thetimingof
an announcement by General Motors just prior to Christmas1991 that it
wasgoingto close21 plantsand cut 74,000 jobs* was hardly prompted by a
particularly Scrooge-like malevolence. By informed accounts, it wasin-
tended, by appearing asatoken of the corporation's intention to increase
competitiveness, to deter a down-grading of its bond rating which would
have increased the corporation's cost of borrowing. A large corporation,
flag-ship of the US economy, is shown to be tributary to the financia
manipul atorsof Wall Street. Finance has becomedecoupled from produc-
tion*to becomean independent power, an autocrat over the real economy.

And what drivesthe decision making of thefinancial manipulators? The
short-range thinking of immediate financial gain, not the long-range
thinking of industrial development. The market mentality functions syn-
chronically; development requiresadiachronicmode of thought. Financial
markets during the 1980s were beset by a fever of borrowing, leveraged
takeovers, junk bonds, and savings and loan scandals— a roller-coaster of
speculativegainsand lossesthat Susan Strange called ‘casino capitalism’.
The result o financial power's dominance over the real economy was as
often asnot the destruction of jobsand productivecapital. Thisiswestern
capitaism's counterpart to perestroika's destruction of the residual pro-
ductive powersdf real socialism.
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The Structuresof Globalisation

The crisisof the post-war order has expanded the breadth and depth of a
global economy that exists alongside and incrementally supersedes the
classical international economy.* The global economy isthe system gener-
ated by globalising production and global finance. Global production is
able to make use of theterritorial divisonsof theinternational economy,
playing off one territorial jurisdiction against another so asto maximise
reductions in costs, savings in taxes, avoidance of anti-pollution regula
tion, control over labour, and guarantees of political stability and favour.
Global finance has achieved a virtualy unregulated and electronically
connected 24-hour-a-day network. The collective decision making of
global finance is centred in world cities rather than states — New Y ork,
Tokyo, London, Paris, Frankfurt — and extends by computer terminalsto
the rest of the world.

The two componentsdf the globa economy are in potential contradic-
tion. Global production requiresacertai n stability in politicsandfinancein
order toexpand. Global financehasthe upper hand becauseitspower over
credit creation determinesthefutureof production; but global financeisin
a parloudly fragile condition. A calamitous concatenation of accidents
would bring it down — a number of failureson the Robert Maxwell scale
combined withgovernment debt defaultsor acessationof Japaneseforeign
lending. For now governments, even the combined governments of the
G7, have not been able to devise any effectively secure scheme of regula-
tion for global finance that could counter such a collapse.

There is, in effect, no explicit political or authority structure for the
global economy. There is, nevertheless, something there that remainsto
be deciphered, something that could be described by the French word
nébuleuse or by the notion of 'governance without government'.'

There is a transnational process of consensus formation among the
official caretakers of the global economy. This processgenerates consen-
sual guidelines, underpinned by an ideology of globalisation, that are
transmitted into the policy-makingchannels of national governments and
big corporations. Part of this consensus-formation process takes place
through unofficia forumslike the Trilateral Commission, the Bilderberg
conferences, or the more esoteric Mont Pelerin Society. Part of it goeson
through officia bodieslike the OECD, the Bank of International Settle-
ments, the International Monetary Fund, and the G7. These shape the
discourse within which policiesare defined, the terms and concepts that
circumscribewhat can bethought and done. They a sotighten thetransna-
tional networksthat link policy making from country to country.'

Thestructural impact on national governmentsaf thisglobal centralisa-
tion of influence over policy can be called the internationalising of the
state. Its common feature is to convert the state into an agency for
adjusting national economic practicesand policiestothe perceived exigen-
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cies of theglobal economy. Thestate becomesatransmissionbeltfrom the
global to the national economy, where heretofore it had acted as the
bulwark defending domestic welfare from external disturbances. Power
within the state becomes concentrated in those agenciesin closest touch
with the global economy - the officesof presidents and prime ministers,
treasuries, central banks. The agencies that are more closdly identified
with domestic clients — ministries of industries, labour ministries, etc. -
become subordinated. This phenomenon, which has become so salient
since the crisisdf the post-war order, needs much more study.

Different forms of state facilitate this tightening of the global/local
relationship for countries occupying different positions in the global
system. At onetime, the military-bureaucraticform of state seemed to be
optimum in countries of peripheral capitalism for the enforcement of
monetary discipline. Now IMF-inspired'structural adjustment' is pursued
by elected presidential regimes (Argentina, Brazil, Mexico, Peru) that
manage to retain a degree of insulation from popular pressures. India,
formerly following a more autocentric or self-reliant path, has moved
closer and closer towards integration into the global economy. Neo-
conservative ideology has sustained the transformation of the state in
Britain, the United States, Canada, and Australasia in the direction of
globalisation. Socialist party governments in France and in Spain have
adjusted their policies to the new orthodoxy. The states of the former
Soviet empire, insofar astheir present governments have any real author-
ity, seem to have been swept up into the globalisingtrend.

In the European Community, the unresolved issue over the social
charter indicatesa present stalematein the conflict over thefuture nature
of the state and of the regional authority. Thereisastruggle between two
kindsof capitalism®: the hyper-liberal globalising capitalism of Thatcher-
ism, and a capitalism more rooted in social policy and territorialy bal-
anced development. Thelatter stemsfrom the social democratic tradition
and also from an older conservatism that thinks of society as an organic
whole rather than in the contractual individualism of so-called neo-
conservatism.

In Japan, the guiding and planning role of the stateretainsinitiativein
managing the country's relationship with the world outside itsimmediate
sphere, and will likely be o increasing significance in lessening that
economy's dependence upon the USmarket and the USmilitary. TheEC
and Japan are now the only possiblecounterweightsto total globalisation
at thelevel of states.

Globalisation and Democracy

Theissuesdf globalisation have animportant implicationfor the meaning
of democracy. The ideologues of globalisation are quick to identify
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democracy with the free market. Thereis, of course, very little historical
justificationfor thisidentification. It derives amost exclusively from the
coincidence of liberal parliamentary constitutionalismin Britain with the
industrial revolution and the growth of a market economy. This obscured
inaway the necessity of stateforcetoestablishand maintain theconditions
for aworkable market — anew kind of policeforceinternally and seapower
intheworld market. It alsoignored thefact that the other European states
following the British lead in the nineteenth century, e.g. the French
Second Empire, werenot notably liberal in the political sense. In our own
time, the case of Pinochet's Chile preconfigured the role of military-
bureaucratic regimesin installing the basesfor liberal economic policies.
Ideological mydtification has obscured the fact that a stronger case can
probably be madefor the pairing of political authoritarianism with market
economics. It is perhapsworth reflectingupon this point when undertak-
ing the task of constructing the socialist alternative for the future.

Since the crisis of the post-war order, democracy has been quietly
redefined in the centres of world capitalism. The new definition is
grounded inareviva of the nineteenth-century separation of economy and
politics. Key aspectsof economicmanagement arethereforeto beshielded
from politics, that isto say, from popular pressures. Thisis achieved by
confirmed practices, by treaty, by legisation, and by formal constitutional
provisions.” By anal ogy to the constitutional limitationson royal authority
called limited monarchy, thelate twentieth-century redefinitionof plural-
ist politicscan be called 'limited democracy'.

Oned thefirgtindicationsof thisdevelopment can now in retrospect be
traced to the fisca crisis of New York City in 1975. The 1960s saw the
emergence o three strong popular movements in New York City: a
middle-class reform movement, a black civil rights movement, and a
movement to unionise city employees. Reformers captured the mayoralty
withthesupport of blacksand subsequently had to cometo termswith the
unions in order to be able to govern effectively. The city could not pay
through its own revenues for the new public services demanded by the
codlition andfor thewageand benefit settlementsreachedwiththeunions.
It had to borrow from the banks. Without a subsidy that the state of New
Y ork was unwilling to provide, the city was unable to service and renew
theseloans. To avoidabankruptcy that would havebeendetrimental toall
the parties, from the bankersto the unions, the city was placedin akind of
trusteeship with members of the banking community in control of the city
budget and administration. Retrenchment was directed at programmes
with black clientelesand at | abour costs. Blacks, who then lacked effective
political organisation, wereabandoned by the middle-classreformers who
had mobilised them into city politics. Municipal unions were better
organised, but vulnerable to their corporatist involvement with the city,
and not likely to risk a bankruptcy that would threaten city employees
future incomes and pensions.”
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This episode showed that (1) corporatism can provide a way out of a
fiscal crisis provoked by the demands of new political groups, (2) this
decisionrequiresarestriction of decision power to elements acceptable to
thefinancia market, (3) this, in turn, requiresthe political demobilisation
or exclusion of elementslikely to challenge that restriction, and (4) this
solution isvulnerable to a remobilisation of the excluded elements.

During the same year 1975, threeideologues of the Trilateral Commis-
sion produced a report to the Commissionthat addressed theissue of the
‘ungovernability' of democracies.” The thesis of the report was that a
‘democratic surge' inthe 1960s had increased demandson government for
services, challenged and weakened governmental authority, and gener-
ated inflation. The Trilateral governments, and especialy the United
States, were suffering from an 'excess of democracy’, the report argued;
and thisoverloading of demands upon the state could only be abated by a
degree of political demobilisation of those 'margina’ groups that were
pressing new demands."

The underlying ideology here propounded became expressed in a
variety of measures intended to insulate economic policy making from
popular pressures. Cynicism, depoliticisation, a sense of the inefficacy of
political action, and a disdain for the political classare current in the old
democracies.

Although the tendency towardslimited democracy remainsdominant, it
has not gone unchallenged. Prime Minister Brian Mulroney of Canada
soldthe Free Trade Agreement with the United Statesin the oil-producing
regiond Albertawith theargument that it would forevermore prevent the
introduction of anew national energy policy; but opposition tofreetrade,
though defeated in the elections of 1988, did mobilisemany social groups
in Canada more effectively than ever before. In Europe, the 'democratic
deficit' in the EC is at the centre of debate. Businessinterests are, on the
whole, pleased with the existing bureaucratic framework of decision
making,-remote from democratic pressures — apart, of course, from the
more paranoid hyper-liberalswho see it as risking socialism through the
back door. But advocatesof the social charter and of more powersfor the
European parliament are sensitiveto the long-term need for legitimation
of aEuropean form of capitalism.

Onecan question thelong-term viability of the new limited or exclusion-
ary democraciesdf peripheral capitalism. They must continue to adminis-
ter an austerity that polarisesrichand poor in theinterestsof external debt
relationships. Very likely, they will be inclined to resort to renewed
repression, or elsefacean explosionadf popular pressures. Nowhereisthis
dramatic aternative more apparent than in the former Soviet empire.
Whereas glasnost has been a resounding success, perestroika has been a
disastrousfailure. Theraceisbetween the constitution of pluralist regimes
grounded in theemergence of abroadly inclusionarycivil society, and new
fascist-type populist authoritarianism.
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The Changing Structure of World Palitics

Out of the crisisof the post-war order, a new global political structure is
emerging. The old Westphalian concept of asystem of sovereignstatesis
nolonger an adequateway of conceptualisingworld politics.* Sovereignty
is an ever looser concept. The old legal definitions conjuring visions of
ultimate and fully autonomous power are no longer meaningful. Sov-
ereignty hasgained meaning asan affirmationof cultural identity and lost
meaning as power over theeconomy. It means different thingsto different
people.

Theaffirmationof agrowingmultitudeof 'sovereignties isaccompanied
by the phenomena of macro-regionalism and micro-regionalism. Three
macro-regionsare definingthemsel vesrespectivelyin aEurope centred on
the EC, an east Asian sphere centred on Japan, and a North American
sphere centred on the United States and looking to embrace Latin Amer-
ica. Itisunlikely that these macro-regionswill become autarkic economic
blocs reminiscent of the world of the Great Depression. Firms based in
each of the regions have too much involvement in the economies of the
other regionsfor such exclusivenessto becometherule. Rather the macro-
regions are political-economicframeworks for capital accumulation and
for organising inter-regional competition for investment and shares of the
world market. They also alow for the development through interna
strugglesdf different formsof capitalism. Macro-regionalismisonefacet of
globalisation, one aspect of how aglobalisingworld isbeing restructured.

These macro-regionsare definable primarily in economictermsbut they
aso have important political and cultural implications. The EC, for
instance, posesaquandary for Switzerland whose businesselitesseetheir
future economic welfare aslinked to integration in the EC, but many of
whosepeople, includingmany in the businesselites, regret thelossof local
control upon which Swissdemocracy has been based. On the other hand,
people in Catalonia, Lombardy and Scotland look to the EC as an
assurance of greater future autonomy or independence in relation to the
sovereign states of which they now form part. And there have been no
more fervent advocates of North American free trade than the Quebec
indépendentistes. Globalisation encourages macro-regionalism, which, in
turn, encourages micro-regionalism.

For the relatively rich micro-regions, autonomy or independence means
keeping more of their wealth for themselves. Thelega in Lombardy would
jealously guard northern wealth against redistribution to the south of
Italy. Such motivationsin other relatively wealthy regionsare lessovertly
proclaimed. An institutionalised process of consultation (an incipient
inter-micro-regional organisation) among the 'four motors of Europe -
Catalonia, Lombardy, Rhone-Alpes, and Baden-Wiirtemberg — has been
joined by Ontario.
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Micro-regionalism among the rich will have its counterpart surely
among poorer micro-regions. Indeed, some o the richer micro-regions
have, as a gesture of solidarity, ‘adopted’ poor micro-regions. Micro-
regionalismin poor areas will be a means not only of affirming cultural
identities but of claiming pay-offsat the macro-regional level for maintain-
ing political stability and economic good behaviour. The issues of re-
distribution are thereby raised from the sovereign state level to the macro-
regional level, while the manner in which redistributed wealth is used
becomes decentralised to the micro-regional level.

At the base of the emerging structure of world order are social forces.
The old social movements- trade unions and peasant movements— have
suffered setbacks under the impact of globalisation; but thelabour move-
ment, in particular, has a background of experience in organisation and
ideology that can till be a strength in shaping the future. If it wereto
confineitsdf toitstraditional clienteleof manual industrial workers, while
production is being restructured on a world scale so as to diminish this
traditional basedf power, the labour movement would condemn itself to a
steadily weakeninginfluence. Its prospect for reviva liesin committingits
organisational and ideol ogically mobilising capability to the task of build-
ing a broader coalition of social forces.

New social movements, converging around specific sets of issues -
environmentalism, feminism, and peace - havegrownto adifferent extent
in different parts of the world. More amorphous and vaguer movements—
'‘people power' and democratisation — are present wherever political
structures are seen to be both repressive and fragile. These movements
evoke particular identities — ethnic, nationalist, religious, gender. They
exist within states but are transnational in essence. The indigenous peo-
ples movement affirmsrights prior to the existing state system.

The newly affirmed identities have in a measure displaced class asthe
focus of socia struggle; but like class, they derive their force from
resentment against exploitation. Thereisamaterial basisfor their protest,
a material basis that is broader than the particular identities affirmed.
Insofar as this common material basis remains obscured, the particular
identities now reaffirmed can be manipulated into conflict one with
another. The danger o authoritarian populism, or reborn fascism, is
particularly great where political structuresare crumblingand thematerial
basisof resentment appears to beintractable. Democratisation and 'peo-
ple power' can moveto the right aswell asto the left.

Openings for a Countertrend:
the clash of territorial and interdependence principles

The emerging world order thus appears as a multilevel structure. At the
baseare social forces. Whether they areself-consciousand articulated into
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what Gramsci called an historic bloc, or are depoliticised and manipul ata-
ble, isthe key issue to the making of the future. The old state system is
resolving itself into a complex of political-economic entities: micro-
regions, traditional states, and macro-regionswith institutions of greater
or lesser functional scope and formal authority. World cities are the
keyboards of the globa economy. Rival transnational processes of ide-
ological formation aim respectively at hegemony and counterhegemony.
Institutions of concertation and coordination bridge the major states and
macro-regions. Multilateral processes exist for conflict management,
peace keeping, and regulation and service providing in a variety of
functional areas (trade, communications, health, etc.). Thewholepicture
resembles the multilevel order of medieval Europe more than the West-
phalian model of a system of sovereign independent states that has
heretofore been the paradigm of international relations."

Themultilevelimage suggeststhevariety of levelsat whichintervention
becomes possible, indeed necessary, for any strategy aiming at transfor-
mation into an alternative to global perestroika. 1t needsto be completed
with adepiction of theinherent instability of thisemergingstructure. This
instability arisesfrom the dialectical relationship of two principlesin the
constitution of order: the principle of interdependence and theterritorial
principle.

The interdependence principle is non-territorial in essence, geared to
competition in the world market, to global finance unconstrained by
territorial boundaries, and toglobal production. It operatesin accordance
with the thought processesaof what Susan Strange hascalled the 'business
civilization’.” Theterritorial principleisstate-based, grounded ultimately
in military-political power.

Some authors have envisaged the rise of theinterdependence principle
asimplying a corresponding decline of the territorial principle;" but the
notion of areciprocal interactive relationship of thetwo principlesiscloser
toreality. The myth of the free market isthat it isself-regulating. As Karl
Polanyi demonstrated, it required theexistencedf military or police power
for enforcement of market rules.” The fact that thisforce may rarely have
to be applied helps to sustain the myth but does not dispense with the
necessity of theforceinreserve. Globalisationin thel atetwentieth century
a so depends upon the military-territorial power of an enforcer.

The counterpart today to nineteenth-century British sea power and
Britain's ability through much of that century to manage the balance of
power in Europe, isUSability to project military power on aworldscale.
The USworld rolein the period 1975-1991, however, contrasts markedly
withitsrolein the period 1945-1960. In the earlier period, UShegemonic
leadership provided the resources and the model sto revivethe economies
of other non-communist industrial countries, allies and former enemies
alike, andfromthe1950salsotoincorporate part of what cametobecalled
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the Third World into an expanding global economy. US practices in
industrial organisation and productivity raising were emulated far and
wide. TheUnited Statesalsoled in theformation of international ‘regimes
to regulate multilateral economic relations.” This post-war order was
based upon a power structure in which the United States was dominant,
but its dominance was expressed in universal principles of behaviour
through which, though consistent with the dominant interests in US
society, othersalso stood to gain something. I n that sense the USrolewas
hegemonic.

From the mid 1960s, the United States began to demand economic
benefitsfrom others asa quid pro quofor its military power. This mainly
took theform of pressingother industrial countriesto accept an unlimited
flow of US dollars. General Charles de Gaulle was thefirst to blow the
whistle, by converting French dollar reservesinto gold and denouncing US
practiceasa ploy to have othersfinance an unwanted USwarin Vietnam
and aggressiveUS corporate takeovers and penetrationinto Europe. West
Germany was initially more tractable than France, perceiving itself as
more dependent upon the US military presencein Europe.*

By the 1980s, the rules of the Bretton Woods system, which had some
potential for restraint on US policy, ceased to be operative. With Bretton
Wooads, one of the principal consensual 'regimes failed. Thelink of the
dollar to gold was severed in the summer of 1971, and from 1973 the
exchangeratesdf the major world currencieswereafloat. Management of
thedollar becameamatter of negotiation among thetreasuriesand central
banksof thechief industrial powers, andin these negotiationsUSmilitary
power and its world role could not be a factor. Under the Reagan
presidency, the build-up of US military strength contributed to growing
budget deficits. A US trade deficit also appeared during the 1970s and
continued to accumulate during this period. The US economy was con-
suming far in excessof its ability to pay and the difference was extracted
from foreigners. The hegemonic system of the post-war period was be-
coming transformed into a tributary system. At the end o 1981, the
United States wasin a net world creditor position of $141 billion. By the
end of 1987, the United States had become the world's biggest debtor
nation to the tune of some $400 billion:  and the debt has continued to
grow ever since. Japan became the chief financier of the US deficit.

There is a striking contrast between the US situation as the greatest
debtor nation andthat of other debtor nations. WhiletheUnited Stateshas
been able to attract, cajole, or coerce other nations political leaders,
central bankers and corporate investors into accepting its IOUs, other
countries become subject to the rigorous disciplineimposed by the agen-
ciesdf theworld economy, notably the IMF. Under the euphemistic label
o 'structural adjustment’, other states are required to impose domestic
austerity with the effect of raising unemployment and domestic prices
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which fall most heavily on the economically weaker segments of the
population. Through the financial mechanism, these debtor states are
constrained to play theroledf instruments of theglobal economy, opening
their national economies morefully to external pressures. By acquiescing,
they contribute to undermining theterritorial principle, i.e. the possibility
of organising collective national self-defence against external economic
forces. Any show of resistancedesigned to opt for an alternative devel op-
mental strategy can be countered by aseriesof measures beginningwith a
cut-off of credit, and progressing through political destabilisation, to
culminate in covert and ultimately overt military attack.

The Gulf War revealed the structure and modus operandi of the new
world order. The conflict began as a challenge from forces based on the
territorial principle— Saddam Hussein's project to useregional territorial-
military power to secure resourcesfor Irag's recovery from the Iran—Irag
war and for consolidation of astrong regional territorial power that could
control resources (0il) required by the world economy, and thereby to
extract from the world economy a rent that could be used to further his
developmental and military ambitions. Kuwait, Saudi Arabia, and the
other Gulf states are fully integrated into the interdependent world
economy. Indeed, these states are more analogous to large holding
companiesthan toterritorial states. The revenuesthey derivefrom oil are
invested by their rulersthrough transnational banksinto debt and equities
around theworld. Within theterritories of these countries, the workforce
is multinational and highly vulnerable.

The United States responded to the perceived Iragi threat initsrole as
guarantor and enforcer of the world economicorder; and, consistent with
that role, rallied support from other statesconcerned about the security of
the global economy. The United Statestook onitsown the decisionto go
to war, had it ratified by the United Nations Security Council, and
demanded and obtained payment for thewar from Japan, Germany, Saudi
Arabia and Kuwait.

Theroleof enforcer is, however, beset by acontradiction. USprojection
of military power on theworld scale has become more salient, monopolis-
tic, and unilateral whilethe relativestrength of US protectivecapacity has
declined." This rests upon the other contradiction aready noted: that the
United Statesconsumes morethan itsown production can pay for because
foreigners are ready to accept a flow of depreciating dollars. Part of the
debt-causing USdeficitisattributableto military expenditure (or military-
related, i.e. paymentsto client statesthat provide military staging grounds
like Egypt or the Philippines); and part is attributable to domestic
payments (statutory entitlement payments, not to mention thesavingsand
loan scandal bail-out) which by and | arge benefitthe American middleand
upper middle class.

Deficit andfailing productivity result lessfrom wilful policy thanfrom a
structural inability of the American political system to effect a change.
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Domestic political resistanceto cutsin the entitlement programmesison a
par with resistanceto tax increases. American politicianswill not confront
their electorswiththe prospect of anecessary, evenif modest, reductionin
living standards to bring consumption (military and civilian) into balance
with production. With no rdief in the deficit, there can be no prospect of
the United States undertaking the massiveinvestment in human resources
that would be needed in thelong run to raise US productivity by enabling
the marginalised quarter or third of the population to participate effec-
tively in the economy. Only thus could the United States gradually move
out of itsdependenceon foreign subsidiessustained by military power. All
elements of the military/debt Syndrome conspireto obstruct an American
initiativeto escape from it.

Structural obstacles to change exist also outside the United States,
though perhaps not quite so obstinately. Those foreigners who hold US
debt areincreasingly locked in asthe exchangerate of the dollar declines.
They would suffer losses by shifting to other major currencies; and their
bestimmediate prospect may betoexchangedebt for equity by purchaseof
USassets. Inthelonger run, however, foreigners may weigh seriously the
option of decliningto finance the USdeficit; and if thiswereto happen it
would force the United States into a painful domestic readjustment.
Indeed, it is probably the only thing that could precipitate such an
adjustment.

There are, however, serious risksfor therest of the world in forcing the
world'spreeminent military power into such apainful course. They arethe
risks inherent in assessing self-restraint in the use of military power.
Whether or not openly discussed, this has to be the salient issue for
Japanese in thinking about their future relations with the United States
and with the world.

The new world order of global perestroikaisweak at the top. The next
few yearswill likely make thisweaknessmore manifest. Thereisakind of
utopian optimismabroad that seesthe United Nationsascomingto play its
‘originaly intended' rolein the world. But the United Nationscan only be
the superstructure or the architectural facade of an underlying global
structure of power. It could never sustain a breakdown of that structure,
nor should it be asked to do so. The United Nations, for all its recent
achievementsin the realm of regional conflictsand in resolution of the
hostagecrisis, isprobably today at greater risk than it wasduring the years
of Cold War and North/South impassewhen it wassubstantially sidelined.
If the United Nationsisto become strengthened asan ingtitution of world
order, it will haveto be by constructing that order on surer foundations
than those presently visible.
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Terrains of Strugglefor an Alternative World Order

Globa perestroikapenetrates the totality of structuresconstituting world
order. It can only beeffectively countered by achallengeat severa levels,
by a Gramscian war of position of probably long duration.

The basiclevel isthe level of social forces. The globalisingeconomy is
polarisingadvantaged and disadvantaged, whileit fragmentsthe disadvan-
tagedintodistinct and often rival identities. Thechallengehereistobuilda
coherent coalition of opposition. Such a coalition must, most likely, be
built at local and national levelsamong groupsthat are awaredf their day to
day coexistence, and are prepared to work to overcome what keeps them
apart. Labour movements have an experience in organising capability and
ideological work that can be used in this task, provided they are able to
transcend narrow corporative thinking tocomprehend the requirements of
a broader based social movement.

A new discourse of global socialism that could become a persuasive
alternative to the now dominant discourse of globalising capitalism re-
mainstobecreated. Itisthetask of organicintellectualsaof thecounterten-
dency not just to deconstruct the reigning concepts of competitiveness,
structural adjustment, etc. but to offer alternative concepts that serve to
construct a coherent aternative order. This goes beyond the strictly
economic toinclude the political foundations of world order. An alterna-
tivefutureworld order impliesa new intersubjective understanding of the
nature of world order and its basic entities and relationships.

Part of thisintersubjectivity to becreated will bean aternative model of
consumption. Consumerism has been the driving force of capitalist per-
estroika, not only in the advanced capitalist societies but in the ex-Soviet
east and in the Third World. Perhapsthegreatest failure of 'real sociaism'
was it failure, in its fixation upon 'overtaking' capitalism, to generate
aternative aspirations to those of capitalist consumerism. Thisparalleled
real socialism's failure to envisage alternative ways of organising produc-
tion to those of the hierarchical capitalist factory system. An dternative
model of consumption would beonein balancewithglobal ecology, which
minimised energy and resources consumption and pollution, and max-
imised emancipatory and participatory opportunitiesfor people.

Thelocal basisfor political and ideological action, whileindispensible,
will by itself alone be ineffective. Since the globalising tendency extends
everywhere, the countertendency could be rather easily snuffed out if it
wereisolated in one or afew places. Many locally based social forceswill
haveto buildtransnational arrangementsfor mutual support. Thealterna-
tiveto capitalist globalisationwill need to build upon the productiveforces
created by capitalism by converting them to the service of society. The
counterforceto capitalist globalisationwill aso beglobal, but it cannot be
global al at once.
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Themacro-regional level offersaprospectivelyfavourableterrain, most
of al in Europe.™ [t isat the macro-regional level that the confrontation of
rival forms of capitalism is taking place. Those who are looking beyond
that phase of struggle have to be aware of the ideological space that is
opened by thisconfrontation of hyper-liberal and state-capitalist or corpo-
ratist forms of capitalism. A similar kind of confrontation is developing
between Japanese and American forms of capitalism. The long-term
strategic view has to take account of opportunitiesin the medium-term
encounter of forces.

Another major source of conflictliesin therising power of Islamism (or
what western journalistsliketocall Iamicfundamentalism). IsSlam, inthis
context, can be seen asa metaphor for the rejection of western capitalist
penetration in many peripheral societies. Some of its aspects— the penal
code, the place of women in society, the concept of jihad — are in-
comprehensible or abhorrent to western progressives. Yet Islam has
superseded sociaismastheforcerallyingthedisadvantaged of muchof the
populationsin North Africa, the Middle East, and parts of Asia. One of
the more difficult challenges in building a global counterforce is for
western ‘progressives to be able to come to terms on a basis of mutual
comprehension with the progressive potential in contemporary Islam.*

The fragility of the existing global structure isfelt particularly at two
points: military and financial. These are the instruments of power that
shape the behaviour of statestoday both structurally and instrumentally.
They need to bemorefully understood in their relationshiptothegoa of a
future world social order.

On the military side, the struggleis bound to be asymmetrical against a
concentrated monopoly of high technology military power. Strategiesthat
rely upon adifferent kind of power will be required. Experience has been
gained withrelatively non-violent methodsaf opposition, e.g. theintifada.

Finally, rather more thought needsto be devoted to financial strategies
that could be brought into play in the event of aglobal financial crisis. A
financial crisisisthemost likelyway inwhichtheexistingworld order could
begintocollapse. A new financial mechanismwould be neededto seizethe
initiative for transcending the liberal separation of economy from polity
and for reembedding the economy in a society imbued with the principles
of equity and solidarity.
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