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Introduction

Withglobal capitalismtriumphant, theideathat humanity must ultimately
choose between socialismor barbarism would seem preposterousif work-
ing people's historicgains were not being reversed, if political extremism
was hot flourishing, if economicand socia polarisation were not growing,
if nations and societies were not disintegrating, if ethnic, religious and
imperialist wars were not proliferating and if lean and mean ideologies
were not diluting compassionand destroyingthe meaning o responsible
citizenship. Asitis, itisnot so surprisingthat some peopleclamto beable
to hear thefaint hoofbeatsd barbarismin thestillnessd’ the early dawn.

The hegemonicideology counterssuch hysteria by endlessy repeating
its dog-eared promises of progress and efficiency, but careful observers
notethat, asthey losecredibility,these promisesare beingsteadily dil uted.
Gone isthe dream of the leisure society, along with that o full employ-
ment, that o aregular, secure job and that d a compassionatesociety. Is
there an end to this? And where does barbarism begin?

A new redlism is changing the terms of our debates. The ghost of
Malthusstal kstheland declaringhuman progressadel usion, assertingthe
ironlaw o poverty,definingthecrissd thedevel opingworldasaproblem
of 'surplus population’. The ghost of Hitler beckonswith dreamsd pure
ethnic or religious states, promising desperate people some ground on
which to make a stand against the facdessforces destroying their lives.
And in the belly o the beast, the ghost & Reagan poisonsthe politica
process with its insidious appeals to a crass individuaism that teaches
peopleto hate taxesand politicsand to put their trust in personal wealth,
however obtained.

And now some influential mainstream voicesclam to have heard the
hoofbeats at close range and have.declared barbarism imminent and
inevitable, alegedly driven by 'exogenous factors, like population
growth, resource scarcity (sic) and 'differences among civilizations.' Tak-
ing the social and political disintegration that attends globalisation as a
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given, they announce barbarism's arrival and tell peoplethey must accept
it. Once again, it seemsthat 'thereisno aternative’! Andif globalisation
continues, unchecked, they may be right.

Samue P. Huntington forecasts a future full o bloody culture wars
spawned by ‘differences among civilizations which he claimsto be 'not
only redl’ but “hasic’.” Thiscrudeand ultimately racist assertion obvioudy
need not be true since history isfull o examplesd cultural assmilation
and coexistence. But itisactually comingtrue asglobalisationforcesweak,
indebted and disempowered nations to accept policies that radicaly
exposethem to fierce competitivepressuresfrom an unstableand volatile
global economy. Under theseconditionsthey areoften unableto maintain
the delicate political balanceson which socia cohesion, political stability
and cultural coexistence so often depend.

More recently Robert Kaplan has delivered asimilar message, inviting
usto think about the'extremely unpleasant’ possibility that theworldfaces
‘an epoch o themeless juxtapositions, in which the classificatory grid of
nation-statesisgoingto bereplaced by a jagged-glasspattern o city-states,
shanty-states, nebul ousand anarchicregionaisms. Today's West Africais
said to bethe pictured thisfuture, showing

what war, borders, and ethnic policieswill belikeafew decadeshence. . . West Africais
becoming the symbol of worldwide demographic, environmental and societal stress, in
which criminal anarchy emergesasthe rea "' strategic™ danger. Disease, overpopul ation,
unprovoked crime, scarcity of resources, refugee migrations, the increasing erosion of
nation-statesand international borders, and theempowermentdf privatearmies, security
firms, and international drug cartels are now most tellingly documented through a West
African prism. . . . (It) providesan appropriate introduction to the issues. . . that will
soon confront our civilization. . . itisa microcosmd what isoccurring, albeitin amore
tempered and gradual manner, throughout . . . much o the developing world; the
withering away of central governments, the rise of tribal and regiona domains, the
uncheckedspread d disease, and the growing pervasivenessdf war.?

But Africawasnot dwayslikethis, nor wasitspresent plight inevitable.
The comprehensivedisaster that has befallen it was ushered in when its
intransigent creditorsimposed radical neoliberal policieson weak, indebt-
ed and distressed economies. It wastheir daim that these policieswould
lead to accelerated development:  but they actualy led to a predictable
disaster. Thus, in 1983, a reviewer o the World Bank's '‘Berg Report'
wrote that he regarded

the document as a whole fundamentally wrongin its anaysis; self-servingin its implicit
alocation o responsibility for current problems; miseadingin its broad policy prescrip-
tions, and totally unrealisticboth with respect to the socia and political implicationsdf its
'solutions’ and with respect to its assumptionsabout real aid flows, price and market
prospects for African exports and the robustness o Africa's struggling institutional
structure,

Itisboth arrogant and meaninglessfor theBank to assertin that contextthat. . . theway
forwardliesthroughagreater concernwith technical expertiseand agreater relianceonthe
market. Suchadvice cannot befollowedfor any length o timeunder current circumstances
becausethe social and political conseguences. . . would be so dramatic that the policies
would be devastated by the political whirlwindswhich would be unleashed. As in the past
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these domestic political responsescould then be blamed for the disaster swhich follow,
rather than being seen asmoreor lessdirect consequencesof the acceptance of the(se)
externallydesigned policy prescriptions.s

By 1985, the World Bank complainedthat 'borrowers and lendersoften
fail totake account of theinstitutional, social, and political rigiditiesthat
restrict a country's capacity to adjust*;* and by 1988, its Chief Economist
for Africalamented that ‘we did not think that the human cost of these
programscould be so great, and economic gains so dow in coming'.’

Neoliberalismwas not the only causedf Africas problemsbut itscrude
ideological prescriptions made many bad situationsworse. Certainly the
current turmoil was not the inevitable result either of government inter-
vention in the economy, or o the tribal or ethnic heterogeneity d most
African states. The latter claim is especialy pernicious in its implicit
suggestion that only ethnically homogeneous states can be viable, a
misconception based on the tautology that successful states eventually
appear homogeneous. Moreover, it ignores the fact that ethnic homoge-
neity isanillusion, asillustrated by thefact that many Ethiopiansused to
think the Somalianslucky becausethey al camefromthesametribe; until
that country exploded into clan warfare.

Thisdoes not mean that culture or history do not matter; only that the
trajectory of history isnot genetically defined; and that material circum-
stances have a powerful bearing on the scopefur cultural coexistenceor
merger. That scope isreduced when nations-losetheir sovereign power to
mediatepotential internal conflictsand to managethe competitiveprocess
in waysthat are sensitive to domestic social and political circumstances.
The resulting risks are even higher in the case o technologically and
administratively weak, or politicaly and culturally divided, societieslike
those of Africa. Which is why the imposition of these policies was
especialy indefensible there, and why it is now so distressingto see the
perpetrators blamethe victims.

L est anyonedoubt theability o neoliberal policiesto producedisastrous
results when applied radically and insenditively to inappropriate situa-
tions, they need only look to Eastern Europe. Here these policies have
decimated living standards and undermined institutions, social cohesion
and politica stability. As aresult, the growth rates of secessionist move-
ments, civil wars, ethnic conflicts, racism and fascism have been rivalled
only by thosedf crime, poverty, prostitutionand the Warsaw stock market
index.® And amidst thiscarnagetheIMF and the USgovernmentinsist that
these policiesmust be sustained or intensified, even asthey professtheir
deep commitment to democracy. But,

by demanding draconian economic changes, by giving full unconditional support to the

Yeltsin team and by ostracizing the previous Parliament - thereby contributing to the

collapse of the political centre- the Clinton Adminigtration (alongwith the inter national

financial institutions) has contributed to the Zhirinovsky phenomenon . . . Ironically,
what the West predicted would happen without Yeltsin= that is, therise of a nationalist-
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Communist movement — hashappenedbecauseof him. . . Thebooster sof shock therapy
should bechastenedby what they havewr ought. I n thefuturethey must pay moreattention
to the virtues of stability and consensus.®

Of course, the market extremists will deny responsibility and blame
some alegedly exogenous factors (like corruption or the lack of en-
trepreneurship) for these failures, apparently unawarethat policies must
be designed for the real world, not for the text book models.”

It should be a sobering thought that the same ingtitutions that are
'managing’ these developmentsin Africaand Eastern Europe are using
the same logic and the same palicy prescriptionsto push globalisationin
the rest o the world. Their performancein these regions can leave no
doubt in anyone's mind asto their commitment to these policiesand their
determination not to be deflectedfrom them by merepolitical opposition
or by some'transitional’ costs, no matter how high, how general or how
permanent.

That iswhy the prophetsd barbarism must betaken serioudly, butitis
also why we must reject their phoney fatalism. So long as globalisation
continuesto underminethe capacity of national governmentsto manage
the competitive processin accordancewith socially and politically derived
limits and priorities, West Africa and Eastern Europe do afford us a
glimpse o our future. But it will be so only if we dlow it to be so; if we
remain deef to the cries o help from the societies presently being de-
stroyed; or to the voices o those who il believe in the possibility of
buildingstable, prosperous societiesin which people can livein harmony
with nature and with each other, while spending lesstimein less stressful,
moreinteresting jobsand devoting anincreasngpart of their livestosocid
and cultural pursuits. Technology has made this dream a possibility;
politicsmust redliseit.

Thisdreamisall but universal, and it containstheessencedf thesocialist
dream. Its realisation must be the central focusdf our political effortsto
develop a plausible politicsfor the twenty first century. And our struggle
must begin by rescuing the secular, territorial nation statefrom thosewho
would abandonit, and from thosewho would replaceit with the disastrous
notion d ethnic or religious states. We must do so not because, once
rescued, the nations state would necessarily dlow usto achieveour goal,
but becauseitslosswould leave us in a barbaric global wildernessfor a
hundred years.

To those arguing that we must accept a barbaricfuture becausethereis
no alternative, we reply that the prospect of barbarism will provide the
stimulus needed to renew the strugglefor democraticsocialism, now asin
the past.



S 3] THESOCIALIST REGISTER 1994
Positive Promises and Hegemonicldeologies

Meanwhilethe mainstream continues to promise prosperity and welfare
gainsthrough globalisation, while downsizing its promisesin accordance
with the harsh factsdf economiclife. But it isgradually losing its capacity
topersuadeasceptical populationthat globalisationservestheir longterm
interestsand thisthreat to itsstatusasa hegemonicideology hasled totwo
responses. more rhetoric about measuresto ameliorate the transitional
welfarelossesresponsiblefor thiserosion d support; and a much heavier
emphasisontheallegedirreversibilityd globalisation. Themessageisnow
subtly altered toread: the processservesyour interests, aswell as possible,
under difficult circumstances; transitional costs can, and will, be substan-
tialy ameliorated; and, in any event, 'there isno aternative'.

Giventhat what appearsto be possible under these conditionsdoes not
includefull employment, or protectiond incomes, of thesocia wageor of
working conditions, it isnot surprising that this messageis difficult to sell
toagenerationthat hasjust lived through twenty-fiveyearsd that whichis
now said to be impossible, namely stable and dynamic growth, with full
employment, increasing income equality, increasing leisure, improved
working conditionsand social and political stability. To such peoplethese
promiseslook morelikethreats.

But then, these promiseswere even further dilutedin an even tougher
and more redlistic restatement o the positive promised globalisationin
Robert Reichin The Work d Nations.* Since Reich's previouswork had
emphasised the important positive contributions historically made by
national industrial policies, and since he writes as a political liberal,
explicitly concerned with the welfare o Americas working people, it
comes as a surprise that he now acceptsglobalisationas the only option,
even though he acknowledges that it threatens to undermine the living
conditionsof themgjority o thosepeople. Sowhat isthe promiseheld out
by thisvison of globalisation? And how plausibleare the argumentsthat
lead to these conclusions?

Reich believes that globalisation implies a peaceful, prosperous and
dynamicfuturefor theworld economy asawhole, but that only aminority
o Americas working people are in a position to share in the resulting
benefits. Meanwhile, the magjority face a long term decline in their
standards o living, unlesstheir skillscan be substantially enhanced. The
central challengeis, therefore, 'whether thereisstill enough concern about
Americansociety toelicitsacrifices tofinancethetrainingthat would'help
the mgjority regain the ground it haslost and fully participatein the new
global economy'. Unfortunately, in the absence of any external threat to
the US, after the collapse o the Soviet Union, ‘it isfar fromclear . . .
whether it is possibleto rediscover our identity, and our natural respon-
shility' to the degree necessary.
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Despite his explicit concern for the welfare o Americas working
people, and his appeals to the charitable instincts of Americas skilled
(comprador?) elite, Reich's argument providesthat elite with the perfect
rational efor aunilateral declarationd independence. By acceptingthat in
a global world the legal, moral and material foundationsd citizenship
have become all but meaningless, he legitimises and encouragesthe view
that individual shave no sef interested reasonsto be concerned about the
welfaredf their fellow citizens; that afailuretofund the training on which
the future wdfare o the majority depends, would have no significant
impactonthat elite'squality o life. Nowonder that Reich ultimately hasso
littlefaith in his own appealsto that rich minority's charitable instincts.
Onecan but agreethat, in aworld asReich presentsit, theminority would
be most unlikely to riseto the challengethat he poses.

Reich's analysisishased onfour indefensiblepremises. Globaisationis
inevitable and irreversible; a globalised world would provide the rich
minority with a steadily improving quality o life; aworld o five billion
individuals would be dynamic and efficient; and Americas (and the
world's) working majorities could be rescued from impoverishment by
increased trai ning. These premises engender complacency amongan elite
that actually hasal ot tolosefrom uncheckedglobali sation, and fal sehopes
among a working majority whose economic decline is not going to be
arrested by training funded through the charitable (or waning patriotic)
instinctsd thefortunate few. L et usexaminethese premisesmoreclosaly.

Irreversibility, Inevitability and the Real World

Reich's conclusionthat globalisation must be accepted as a fait accompli
must be, andis, primarily based onitsassumedirreversibility. It cannot be
based on any positivebenefits, sincetheseaccrueonly to aminority, while
the magjority is threatened with an open ended, permanent declinein its
standard o living. Moreover, this decline could only be averted if the
skilled minority were prepared to finance the upgrading o their skillsout
of compassion, or a vestigial sense o socia responsibility which Reich
considersno morethan aremote posshility, sincethat minority israpidly
divestingitself o the responsibilitiesd citizenship. On these terms, no
responsibleunionleader, or citizen, could consider acceptingglobalisation
onitsmerits, whichiswhy Reich hasto base his casefor its acceptanceon
the clam that there is no choice, that globalisation is inevitable and
irreversible.

Toemphasisethisfact he beginswith agraphicdescriptionof aworldin
which alternative'national’ policies have become more or lessinconceiv-
able. Inthisworld, anation'scitizensarenolonger 'bound together. . . by
acommon economicfate’ and
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Asalmost every factor of production — money, technology, factories, and equipment =
moves effortlesdy across borders, the very idea of an American economy is becoming
meaningless, asarethe notionsof an American cor poration,American capital, American
products, and American technology.

In response, America can only try 'to increase the potential value of
whét itscitizenscan add to the global economy, by enhancing their skills
and capacities and by improving their means o linking those skills and
capacitiesto the world market'. Only then could it alter the fact that, at
present, only 'a small portion o Americas workers are able to seizethe
opportunities presented by globalisation, while 'the mgjority o Ameri-
cans (are) losing out in global competition'. Unfortunately, such an
initiativeisnot very likely ‘when the very idead an American economyis
becoming meaningless, and sincethings may get alot worseyet. Indeed,
with the collapse df its traditional ‘enemy’ in Eastern Europe, America
may face an even more dramatic political disintegration.

Americamay smply explodeintoamicrocosmof theentireworld. It will contain someof

the world's richest people and some of the world's poorest, speaking innumerable

languages, owning many allegiances, celebratingmany different ideals. Theseindividuals
will beefficientlyconnectedtotherest of theglobe- both economicallyand cultur ally— but

not necessarily to one another. Our collectiveidentity will fade. Therewll beno national
purpose, and no pretencecf one.

Reich can only accept this disastrousvison d the future because his
bdief in the irreversibility of globalisation appears to be absolutely
unconditional, and because he appears to believe that such an America
could remain dynamic, efficient and stable enough to providethe skilled
elite (his'symbolic anaysts) with asteadily improvingquality o life. The
former assumptionisillogica and untenable, asargued below, thelatter is
unlikely to prove judtified, as the following two sectionswill show.

The irreversibility of globalisation cannot be treated as unconditional
since both the erosion, and the restoration, of national sovereignty is
necessarily a matter d degree. Hence, when extreme consegquences
threaten, the demand for policy reversas at the margin can and will
become overwhelming. The limits d the politicaly possible will alter.
People will demand consideration even o policies that may initidly be
difficult to implement, rememberingthat short term pain can be justified
by long term gain. In this process, things deemed impossibleyesterday,
will emerge asfeasibleoptions today. Who could have imagined the New
Deal in 1929. And who would have thought that in 1992 The Economist
would call for arestorationd international capital controls,or that, in the
same year, a regular correspondent d the Financial Times would argue
that the 'nationalisation o the banks was now the only way to deal with
Britain'sfinancia woes?* Unfortunatel y Reich quiteinexplicably chooses
not to exploreor discusssuch possibilities, but to declarethe'old national-
ist policies unconditionally off limitsandirrelevant. Thisisashame, and a
worry.
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The worry turns to confusion, or consternation, when Reich reveals,
much later in the book, that he also believes that any attempt to reverse
globalisationwould be necessarily bad. Thus, whateverthe circumstances,
he warnsthat nations must,

eschew tradebarriers. . . aswell asobstaclesto themovement of money and ideasacr oss

borders. . . (becausethese) . . . would only serveto reducethecapacity of each nation's
work forceto enjoy thefruitsof investmentsmadein them.!

Butif thisistrue, then why isAmericas majority now threatenedwith a
pervasvedeclinein astandard d living that wassustained over many years
and that was achieved at atime when profitswere higher, labour less well
trained, the economy more protected and productivity lower? And how
doeshereconcilethisclamwith hisearlier work showing that many o the
nationalist policies he now decries were not detrimental to -velfare or
efficiency? And why the earlier emphasison irreversibility? Ultimately
one suspectsthat it is Reich's commitment to globalisationitself that has
become unconditional, though for reasonsthat remain unclear.

Theirreversibilityd globalisationbecomesimportantfor itsproponents
only whenitsinherent desirability isin doubt. At that point the argument
for globalisation must cometo depend on thestick, rather than thecarrot.
It must now beaccepted, however reluctantly, becausethereisno aterna-
tive. But this demobilising conclusionfollows only if the processistruly
irreversible, becauseit is driven by some exogenousfactor, like technical
change. The implication would be quite different if the driving force
turned out to be primarily political, namely the rules and regulations of
institutions designed to produce and protect the globalisation process
becauseit servescertai n specificinterestsat the majority'sexpense. Inthis
case the claim that these policies were irreversible would cease to be
demobilising and would turn into arallying cry for those who recognise
that the interests of the majority require a reversal o those political
choices.

So is globalisation technologicdly driven? The claim is most common
and most plausiblein thecased financia deregulationwherethe prolifera
tion o electronic media has, indeed, created formidable problems for
national regulators. However, even here, the evidenceshowsthe dam to
be clearly indefensible. In fact, financial deregulation was, and is, pri-
marily politicaly driven.

Theclamthat financia regulation has becomeimpossiblefor technical
reasons is obvioudy untenable. First because many o the world's most
successful economies were dow to liberaise their financial markets and
il regul atethem extensively today.'* Second, because, wherethereisthe
political will, aswith thelaunderingdf drug money, regulationisgenerally
agreed to be feasible, even though it may be difficult. Third, when the
World Bank advises countriesto liberalise financial markets dowly, in
order to minimise the risk o speculative destabilisation, it implicitly
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confirms both that such regulation is currently occurring and that it is
feasible in future.” And, finaly, the fact that amost everyone accepts
global financia regulation as both necessary and feasible, implies the
feasibility of national regulation, both becauseglobal regulationisfar more
difficult, and becauseit would, in any case, require regulatorsto monitor
transactionsat somesub-global (or national ?) level.

The inescapableconclusionisthat financial liberalisation is politically
driven, and that technology has been both a means and an excuse. The
incentive was the opportunity to make enormous fortunes by creating
mountainsadf credit — and debt - 'in awonderful country called Offshore
. . . Wheretherewereno rulesat all, becausethere wasno country'." And
those fortunes continue to grow, despite the global economy's duggish
performance. I nfact, 1993 was a bumper year for the folksin finance, as

Goldman, Sachsoffered bonusesof at least $5 million each toits160partners. . . thetop
hedgefundsreaped profitsof hundredsof millionsof dollars,and afund'smanager getsthe
lion'sshareof that. . . eventhenot sotop dogsmadeout likebandits(so that) hundredsof
investment bankerswhoaren't partner swill clear themilliondallar bonushurdle. . . and

even junior investment banker s, fiveyear sout of businessschool will takehomebonusesof
$250,000° .

And al thisin a country where 'real average wages have declined by
18% between 1972 and 1% " where unempl oyment remainspersistently
high, where poverty is on the rise, where urban decay has reached
unimaginabl elevelsand wherethe casualisationd labour isrampant. The
real questionisnot whether this pattern of developmentisreversible, but
how longit can last?

To besure, for the moment these 'deregulated financial markets have
given those who control theflows o international finance a 'stranglehold
. . . On government monetary policy’,” and a veto power over attemptsto
reregulate finance. But before those same people start talking about
irreversibility and 'the end o history’, they might reflect on thefact that it
isthereal economy that ultimately givesmoney itsvalue. With electronic
money, you can't even light afireto keep warm.

Inthefind anaysis, financial regulation dependson the political will to
enforce adequate sanctions, so that, given the risk of discovery, the
mgjority of peoplewill observethelaw. Thefact that such lawscan dways
be technically evaded (by some, for a time) is not an argument against
them or their enforcement, any more than the existence d unsolved
murders constitutesan argument against the homicidelaws. In fact, the
biggest obstacle to the enforcement of financid regulationstoday, is not
the computer or the fax machine, but the poisonousindividualism o the
eightieswhich has undermined peopl€'s willingnessto observethelaw by
corroding the ethical and ideological foundationson which law enforce-
ment, taxation and the ability to justify socia investment ultimately rest.
But such fashionschange. Peopleare not born with such venal views, and
throughout history, popular uprisingshave persuaded many a surprised
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ruling classsuddenly to rediscover itssense d social responsibilitywhen it
thought it no longer needed one.

The dleged irreversibility o globalisation will be increasingly chal-
lenged as more peopl eexperienceitscostsand recognisethat theseare not
dueto minor or temporary disturbancesafflictingasmall minority, but are
part of an open ended and long term challengeta the majority's quality of
life. Oncethat mgjority al so understandsthat the obstaclesstandingin the
way o areversa o these trends are not immutable historical laws or
technological inevitabilities, but political choicesimposed on them by a
venal and short sighted minority, the timewill be ripefor change.

In the meantime, it is worth nothing that the global eliteitsalf clearly
does not believe in irreversibility. Otherwiseit would not be so actively
creating new international institutions and agreements to threaten any
country contemplating such areversal with collectiveretaliation. And the
ranged policy instrumentsbeing madesubjecttoretaliationinthisway is
constantly being extended by agreementslike the Canada-USFree Trade
Agreement (CUFTA), the North American Free Trade Agreement
(NAFTA)andtheUruguay Round o the GATT, whichareal muchmore
than trade agreements. They are explicit attempts to roll back national
sovereignty.

Thus, the new GATT agreement has so narrowed the range o policy
options available to governments in the developing world that a critic,
writing before the find agreement was signed, described its potential
impact asfollows:

The powersand position of TNCs would be enhanced, the sovereign space of countries
would bereduced and the processof transnationalisationof theworld economy (and of the
Third World) would becarried forwardto an extent whereit would not beeasily reversible.
It will dividethe world between the " knowledge-rich" and " knowledge-poor" ,with the
latter permanently blocked from acquiring the knowledge and capacityto berich. . . . In

economicand social terms, Third World countriesand their peoplecould besaid tobeon
the point of beingrolled back to the colonial era.2

Some take comfort in the thought that countries generaly only enter
such agreementsvoluntarily, but thisistoignorethefact that what appears
to be voluntary, is often tinged with more than a hint o blackmail and
coercion.” Moreover, these governments in question frequently do not
represent the national interest in any real sense. In fact, governments
dominated by small global elitesor by international capital, often seek to
enter such agreementsto protect their interestsfrom domestic political
challenges.

Canada's experience provides a particularly explicit example. Thus,
when its Mulroney government broke an explicit promise by announcing
itsintention to seek a Free Trade Agreement with the United States, the
Minister for International Trade, told a reporter that ‘the main reason'
why Canada needed such an agreement was 'to ensure that no future
Canadian government could ever return to those bad old nationalist
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policiesdf the past™!” It is asad comment on Canada's democracy that this
treasonabl eand utterly undemocraticstatement did not lead to the Minis-
ter's, let done the Government's resignation.

Insuch aworld, collectivesecurity takeson awholenew meaning, asthe
national fractions o a globa elite seek multilateral protection from
domestic political forces, be they Chiapas|ndians, Moscow conservatives
or persistent social democrats. But, as these elites sit ensconcedin their
rich ghettoes, behind their electric fences and their security guards,
declaring this new world inevitable and irreversible, their actions speak
louder than their words. And theseshow clearly that they know it isnot so.

Globalisationisnot inevitableand certainly not irreversible. Moreover,
the main obstaclesto its reversal are the ingtitutional and legal barriers
erected by international capital to extend its power and to protect its
interests. This means that something can be done. And, eventualy,
something will be done. We can only hope that when countriesfinaly
beginto pushfor policy reversasat the margin, thosewho are now holding
the world to ransom do not make good on their threatsto respond with
massive retaliation. And if they do, we must hope that the world's
intellectualshave not been so mystified and suborned that they blamethe
ensuing disaster on thosewho dared to beginthe reversal of aprocessthat
was dways bound to lead to disaster.

What future awaits the 'fortunate few'?

Thesecond promisedf Reich'sargument isthat globalisationpromisesthe
skilled minority a wonderful future of health, weath and happinessin a
stable, dynamic and efficient world. Even though Reich points out that
'the peaced mind potentially offered by platoonsdf security guards, state-
of-the-artalarmsystems, and amultituded prisonsislimited’,” thereisno
doubt that he presents their future as a beguiling and seductive one.
Globalisation will serve their long term interests and they are quite
rational, from asdf interested point o view, to be preparingto ‘complete
their secession from the union’. Moreover, by doing so, they will not
significantly impair their quality o life.

But this vison is based on a narrow, materialistic definition of the
quality of life, an extremdy individualisticview d the world and a naive
view o the political process. I nfact, the mismatch between thisvisonand
the actual futureislikely to be even greater than that between today's Los
Angeles, and the 1994 L os Angeles people would have imagined in the
fifties.

The truth isthat in an ever morefragmented, volatile and competitive
world this minority's gains will be shallow and precarious. Material gains
will be offset by other losses, like increased persona and economic
insecurity, more fragmented and transitory family and community rela-
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tionships and an increasing incapacity to protect spiritual, ethical or
environmental standards from erosion by the forces of competition. In
fact, it is doubtful whether such a society could prevent competitive
pressuresfrom pushing peoplesystematically beyond thelimitsd thelaw
in the desperate struggle for economic survival. Corporate competition
would cometo resembletheworld of organised crime, where peoplehave
to take responsibility for their own security and for the enforcement o
contractsand the law, aseach actor definesthem.

Lifewill becomeextremely uncertain, evenfor thefortunatefew. Their
skillswill be constantly threatened by technical change, by competition
and by changing patterns of corporate control over assets (physica and
financial), the knowledge and the mediaoutlets, needed for the minority
to exerciseitsskills. In short, the marketsfor thoseskillswill becomeever
more unstable and oligopoalistic. The Russia d the nineties will be the
model of thisfuture; afuturethat will betruly barbaric, aslaw enforcement
is 'privatised’, economic security is abolished and trust is dl but elimi-
nated. Insuch aworld, eventhedite'squality o lifewould be desperately
low by any reasonable definition.

The'Mdibu forever' futurethat Reich promisestheglobal eliteisthusa
delusion. In the fiercely individualistic and competitive world that he
envisages, society will loseits capacity to manage the resultingcentrifugal
forces. Efficiencywill eventually take aback seat to survival, and technol -
ogy will loseitslustreand evenitsvalue. In achaoticand barbaricworld a
computer cannot do much to raise efficiency. Indeed, for most d the
peopletrapped in suchanightmare, it will be just another uselessthingyou
cannot eat.

Theseissuesare politically important becauseit is not unreasonableto
think that, given a clearer appreciation d the future that actualy awaits
them, many membersd theglobal elitewould bewillingto sacrificesome
personal income in return for the chance to live in diverse, peaceful
communities able to satisfy the basic human need for 'both affection,
generated in small groups, and respect, gained by activities that are
consonant with community valuesand that respond to shared concerns’.*
Unfortunately, such choices are now being unwittingly foreclosed in the
insane scramblefor a socialy destructiveform o efficiency that is being
enforced by today's unregulated competitive markets. People must be
freed from the misapprehensionthat increased wedlth necessarily means
increased choice and, hence, increased happiness. We need to give more
thought to the choicesforeclosedin the process o attaining that wealth.
Too often our political choicesare pre-empted by hostagesthat have been
given to fortune in the process o creating undesirable and irrational
economicobligations.

As Stephen Marglin has reminded us,
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Wetorturelanguagewhen we say our young people” choose" tojoin oneor another of the
authoritarian or destructive cults that abound. Many of them seem to be searching,
however desperately, for the community and family that our single-minded attention to
GNP has helped to dedtroy. In short, rather than expanding the domain of choice
uniformly, growth expandschoicein some dimensionsbut restrictsit in others.

And globalisationisforeclosingmany choicesasit shapesthe choicesd
thefuture. Evenif the global elite could continueto enjoy an ever rising
aggregateincome, it would haveto endureitsgood fortunein agrimworld
ravaged by crime, socia polarisation, political instability, the intensifica
tion of work, personal isolation and pervasive economic insecurity. No
doubt peoplewould adjust to such alife and they might even cometolove
it, given the dternatived lifeamong the dispossessed. But that does not
mean they would havechosenit had they been given agenuinechoice. At
theend o theday, what they get will not bewhat they would havewanted,
had they made their choices before the optionswere decimated. That is
why timeisaf the essence.

Instability and Inefficiency in a Globalised World

But thenewsfor theglobal eliteand othersiseven worsethan this, sincean
unregul atedglobal economyisunlikely to remaindynamicand efficient, so
that not eventhe promisedf higher aggregatematerial incomesislikely to
befulfilled. Althoughmost mainstream economistsinsg st on claiming that
further economicliberalisation will dwaystend to increaseboth efficiency
and total output, those claims are based more on ideology and (bad)
theory, than on history or science.

Most neoliberalsdo not appear to realise just how much isimplied by
their injunction that even a minimaist state must be responsible for
contract enforcement. Thisisnot smply a matter o drafting some laws,
paying a policeforceand hiringsome prosecutors. It requiresthe creation
of asociety in which the vast mgjority of peopleare preparedto obey the
lawvoluntarily,settle most o their differenceswithout recourseto thelaw,
or to violence; pay their taxes becausethey are'the price o civilisation’;*
restraintheir searchfor immediatepersonal advantagein linewith ethical
standards; and ultimately definetheir sdf interest as membersof society,
not as pureindividuals.

Reich clearly vaues people's sense of socia responsibility but fails to
readise that, in its absence, contract enforcement at reasonable cost
becomesimpossible. And withit goesthe promised efficiency, prosperity
and stable growth, on which the prosperity of the skilled minority also
depends.

Nor can the contract enforcementfunction be del egated upwardsto the
global level asissuggestedwhen peoplepropose globa regulation, say, of
something likefinance. Thisisto confusea political task with a technical
one. Such regulation hasto be embeddedin a political processcapabledf
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writing rules with enough legitimacy to alow them to be enforced at
reasonable cost and with a minimum of coercion. It is because globalisa-
tion is not creating such a framework, that the word does not describea
positive processdf global construction, but a negative processof national
disintegration. Moreover, effective international regulation will only be-
comepossi blewhen stableand cohesive nationstates, broadly representat-
ived their people, cooperateto establish and enforcemutually agreeable
rules at an international level. In the same way as those nation states
should be based on smdler, viable communities through which people
could exercise their responsibilities as citizens and define themselves a
social beings.

Theissued contractenforcementisbut onedf the many waysinwhich
thesocia and palitical context hasto beacriticallyimportant determinant
of economic efficiency. Competition cannot lead to true and sustained
efficiency unlessit isembedded in a social and political matrix capabl e of
restraining the struggle for economic efficiency sufficiently, to adlow
society to make genuine choices trading efficiency off against other
objectiveslike environmental protection, social cohesion, political sta-
bility or the ability to maintain full employment. But such choicescan only
be madewithin political entitiesthat have sufficient sovereigntytoenforce
them, and that are sufficiently open and democraticto legitimise them.
Such entities are termed 'generic nation states for the purposesof this
discussion and they are an essential prerequisitefor the efficient function-
ing of markets.

More broadly, economictheory itsdf understandsquite clearly that the
consequences o the deregulation o markets can range from increased
efficiency and growthto chronicinstability and even crisis, dependingon
the place, theextent and thecontextd that deregulation. And the process
of globalisation has tended to push deregulation too far, too fast amost
everywhere, partly because the debt crises haveincreased theleverage of
thosewho benefitfromglobalisation, and partly becausethedestructionof
thesovereign powersdf nationstatesmakesit moredifficult to managethe
resulting pressuresin accordance with local circumstances. Asaresult, it
becomesmore and more difficult to make good economicor social policy
asglobalisationincreasesthe distance between the policy makersand the
real world. The result is a reminder that 'the quality of information on
which al investment decisions must rely tends to deteriorate with
distance”.”

Globalisationhas made national economic management far more diffi-
cult, but it has not created a global economy. Indeed, even in finance,
where this processhas probably gonefurthest, it remainstrue that 'there
are only limited examples of truly global financia services, markets or
products. Moreover, even the trend has not been uniformly in the direc-
tion of more globalisation, asindicated in a February 1993 issue of the
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AMEX Bank Review, which reported 'an observed retreat of financia
firmsaway from global expansion, returning to national/local bases and
then explained this 'observed withdrawal of financid firms from their
global ambitions (as) more a reflection of the over capacitiesin certain
markets’.*Those global marketsthat do exist arelargely unregulated and
this has tended to make them relatively volatile, unpredictable and irra-
tional. They have performed poorly by almost any standard; they are
partly responsiblefor the globa economy's present inability to return to
steady growth; and they are substantially responsiblefor the disaster that
befell so many devel oping economiesin the eighties; and there is every
reason to think that they will generatesimilar, or larger, problemsin the
future. Certainly the record of the recent past lendslittle support to the
clam that globalisation will foster dynamic economic growth. In fact,
fifteen yearsdf aggressiveneoliberal deregulation have produced the most
disappointing economic performancesince the war.

That unregulated markets should have performed so badly should not
havecomeasasurprise. Frank Hahn, writingfrom a neoclassical perspec-
tive, warned in 1982 that the neoliberal ‘advocates say much more than
even pure theory alows them to say, and infinitely more than the appli-
cability of that theory permits’.® In particular, they fail to take adequate
account of the dangersposed by theinherent instability of theinvestment
function, whose dependenceon highly subjective expectationscan poten-
tidly lead it to generate large and extremely wasteful deviationsfrom an
economically efficient growth path. That iswhy so many successful coun-
triesused variousnon economicmechanismsto managetheir economiesat
the national level. Hisargument isworth citing at some length.

If theinvisible hand isto operate there must be sufficient opportunitiesfor intertemporal

and contingent intertemporal trade. In fact that there are not enough of these oppor-
tunities. Thelack of contingent marketsmeansthat the market economy isassociated with
more uncertainty than pure theory alows. Thelack of intertemporal markets meansthat
great weight must rest on market expectations. The Rational Expectations hypothesis
substitutes an internal and psychic hand for the market. Each individual somehow has
learned how theinvisible(thand) would haveperformed if it had been eivenmarketswithin
whichto perform. If itisagreed that thisismot of high descriptivemserit, thereis, infact, no
obvious mechanism by which intertemporal decisons can be co-ordinated. This was
Keynes's view. | haveyet toseeit refuted. The French drew theconclusionthat they at | east
required indicative planning. The Japanese have for a long time employed non-market
institutions to supplement privateinvestment decisions. In Germany, the banksseem to
act as market substitute. In Britain, where politicians now follow gums rather than

argumentswe are all set to rely on theinvisiblehand doing a jobwhich, in practice, it will
not and cannot do.*

Five yearslater, a paper by Professors Dornbusch and Frankel showed
that exchangerates had becomefar more volatile since their deregulation
intheseventies, and that the proportiondf thosefluctuationsthat could be
explained by changes in the underlying economic fundamentals-— ie
relative inflation rates, productivity growth, costs of production = was
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‘close to zero'!™ The fluctuations were therefore irrational, costly and
distorting.

Another study, assessing the performance of deregulated international
exchangerate marketsled Paul Krugman to aforthright and blunt conclu-
sion that standsin sharp contrast to therepeated claimsthat the deregula-
tion of these markets must yield substantial benefits and poses no
speculativerisks.

At this point, beief in the efficiency of the foreign exchange market isa matter of pure
faith; there ks not ashred of positive evidence that the market isefficient,and . . . similar
resultsobtainfor other asset markets. . . thatis, boththebond and thestock market. . . .
Thebottom lineisthat thereisno positiveevidence in favour of efficient markets, and if
anything a presumption from the data that (these) marketsare not efficient. . . . The
importantconclusion. . . isthat wearefreed fromFriedman's. . . argument. . . that an

efficientmarket could not exhibit destabilizingspeculation. . . . Now weknow that in fact
no evidence supportsthishypothesis- that isone maintained purdy on fmith.=

Thisis a devastating conclusion for those, including Reich, who con-
fidently assert that globalisation will yied efficiency gains, and that its
reversal must yield commensuratel osses. In their more candid moments,
the World Bank and the IMF also acknowledge the ambiguity o the
impact o deregulation. TheBank haseven described the seventieslending
spree, that created the devastatingdebt crisisdf the eighties, asevidence
'that competitive financial markets. . . can still make mistakes, having
dready pointed out that deregulated financid markets frequently 'tend
towardsinstability and fraud'."

ThelMF, too, hasdiscoveredadownsidetoitsfinancia policy prescrip-
tions. It has warned that financid liberalization 'may . . . result in de-
stabilizing and inefficient capital market speculation”;® and that the
economic recovery o the early nineties has been so dow and hesitant
because the collapse of earlier speculative booms hasled to 'the wedlth
losses and financia sector repercussions associated with asset price de-
clines (that) have restrained consumption and invesiment'.™ The same
point was made rather more forthrightly in 1991 by a senior US banking
officid who declaredthat 'the borrowingbinged the past decadeisthekey
reason why lendingis tight".™

The problemsto which these statementsrefer are not minor ones. The
human, social and economiclossesimposed on much of the developing
world by the debt crisisdf the eightieswere enormous, as arethe costs o
thedelayed recovery o theearly nineties. Moreover, the mechanismsthat
produced these problems, aswell asthe $5 million annual bonusesfor the
partnersat Goldman, Sachs, remainin place and are presently stimulating
new speculative asset inflationswhose costs will come due in afew years
time. Undoubtedly they will again be paid for by the poor and the middie
classesd the world through wage reductions, cutsin social servicesand
taxes to fund public bailouts of the same speculators who caused the
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prablem in thefirst place, whose losses are, in fact, merely paper 1osses
reflectingthe reversal of irrational and unwarranted speculative gains.
Only a Gilbert and Sullivan opera could do justice to this global shell
game. Until it is written, some passages from a recent IMF report on
International Financial Marketswill serve. Referringto recent difficulties
encountered by banksin variousindustrial countries, the report says,
A crucid question toask . . . iswhy after along postwar period of stability have banking
problemsbecomeso widespreadand occurred withsuchfrequency?What isit that induces
banksin different countriesto abandon - seemingly periodicaly—the principlesd sound
banking. Although no singleanswer can do full judtice. . . at least one common thread
running through many recent banking crises meritsattention. That thread is the recogni-
tion that the competitive pressures unleashed by financia liberdization do not merely
increase efficiency; they dso carry risks, as banks and other ingtitutions alter their
behaviour to ward off institutional downsizing.
Faced with a potential downsizingd their operations, many banks responded to this
new, lesshospitable environment by increasing theriskinessd their portfolios.
Intheend, the increased riskstaken by banks were often exposed add turnedintolosses
by asgnificant shift in economicconditions. . . . Wheretheseriskswere not adeauately
protected . . . thelossessubsequently spilled over into the public dosmain .

A rough trandlation d this tortured language would begin by recalling
the warning delivered to the Canadian government by the Chairman of
Sun LifeAssurance, totheeffectthat 'a very liberal regul atory regimeisan
invitation to get yoursdf into trouble’.™ The 'troubl€' in question results
from the speculative bubbles often created by the credit expansion made
possibleby deregulation. Participationin these bingesisal but obligatory
sincefund managerswho fail to participatewill generally be unemployed
long beforetheir cautionisvindicated. After all, tomost people, $6million
in the hand makesthe number of birdsin the bush academic.

Ironically, the cautiousfund managerswho did not participatein such
boomswould not even turn out to be right from hisinstitution's, or profit
maximising client's point o view, though he would be right from the
economy's point o view. Such boom/bust cycles are, indeed, highly
undesirable and wasteful; distort prices and misdalocate capital; re-
distribute income in a highly regressve manner; and bankrupt many
otherwiseviableand desirablebusinesses. But from anarrow institutional
perspectivehewould havemissed out on a'glorious opportunitytocashin
on the run up of the boom and, if hed been clever enough to bet on the
subsequent fall in the futures market, he could have made big money in
both directions. George Soros, now famousfor makingone billion dollars
in ten days speculating against the British pound, explained it al in his
book The Alchemy of Money.

Commercid banks. . . seek to maximize their profits within the framework of exigting
regulationsand they cannot afford to pay teo much attentiontothesystemiceffectsd their
activities. A commercid banker who refusesto go after what seemslike a profitable
businessisliableto be pushed aside, and evenif abank decided to abstainthereare many

others anxious to take its place. Thus, even those who redized that the international
lending boom was unsound found themselves obliged to participateor lose their places.
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Thereisan important lesson here: participantsare not in a positionto prevent a boom
from developing evenif they recognizethat it isbound tolead to abust. That istrued all
boom/bust sequences. Abstaining altogether is neither possible nor advisable. For in-
stance, inmy analysisof mortgagetrusts| clearly predictedabadend, yet my advicewasto
buy now because the shareswould have to rise substantially before they crashed.**

TobefairtoSoros, hewrotedl thisasawarning, makingit clear that he
considered theseeventsto bewasteful, destructiveand inherently undesir-
able. Indeed, he even identified and advocated the only solution that is
availableto deal with such problemswhen he said:

Thelessonto belearnedisthat financial marketsneed to besupervised. Only somekind of

intervention, beit legidative, regulatory,or agentlehint fromacentral bank, can prevent
boom/bust sequencesfrom gettingout of kand. =

Unfortunately, globalisation makes this more difficult by undermining
the national capacity to regulate these processes. As a result, boom/bust
cyclesproliferateand expand, leaving Mr. Sorosto makemore billionsin
1993 asone of the most successful hedgefund managerson Wall Street. It
was not asif he hadn't warned us.

And thegyrationscontinue. Asian property and stock market sharesare
the current favourites. The resultswill be the same, only more so. And
their costswill come on top o those still being borne from the previous
cycles. These thingsdon't come cheap, asthe IMF remindsus.

When such bankingand financial crisesoccur, their resol utioncan be costly. For exampl eit

hasbeen estimated that thesavingand loan crisison the United Statescarried a$180billion
pricetag for the tax payer (equivalent to over 3 percent of £3LiF}.*!

Nowonder governmentseverywhere haveto cut social servicesand curb
their profligate spending on education and unemployment insurance. No
wonder social democracy ison the run. Somebody hasto pay for those $6
million dollar bonuses!

Eventually these bills will become unpayable. Once wages have been
dashed to the bone, unemployment insurance abolished and everything
from policing to education privatised, the bailoutswill haveto stop, since,
by then, public sector revenueswill have collapsed as the real economy
falters under the weight of accumulated debt, the burden o unemploy-
ment and weak consumer spending. Then there will be afinancid crash,
maybeadepressionand if weareunlucky,awar. Andsooneconomistswill
start preaching the benefitsdf deregulation again. Or maybe not?

The possibility of another depression haseven been raisedin the pages
o The Economist which published a specia section on international
financethat began by noting that, in the eighties, the world economy had
undergonea 'decisve change' in which 'many d the boundariesbetween
national financial markets (had been) dissolved'. The resultswere said to
be disturbing, since 'the trend towards financia integration . . . makes
exchange rates ever more volatile, harder to control, more disruptive o
economic policy-making and ever more of a nuisance to companies that
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tradeandinvest acrossborders. Infact, 'financia dread’ wassaidtobe'the

mood of the moment', including dread of another depression.
The changesin international financeof recent yearshave not made. . . acrissany less
likely. In someways, quitethereverse.. . . Jug asthenew international dimension of
finance has added to somerisks that may help to start a crisis — greater instability in
currencies, fager trangmisson of economic disurbances across korders, new oppor-
tunities for lever age, incr eased susceptibility t o theillusion of liquidity andso on-so it has
alsoweakened (or anyway complicated) the traditional remedies of economicpolicy. Inthe
new world of finance, the seasarerougher and thelifer aftsflimsier.

The bottom lineis that unregulated marketsare dangeroudy unstable
and ultimatel v economical lvinefficient. At thesametime. their social and
political consequencesare both deeply undesirableand ultimately unsus-
tainable. In Karl Polanyi’s words'such aninstitutioncould not existfor any
length of time without annihilating the human and natural substance of
society”.® And globalisation is nothing but a renewed attempt to create
such an impossibility. There can be no such thing as one single global
economy, since there is - and there could be — no meaningful globa
political processto managethat market. Andwithout suchmanagement, a
global market could not function either efficiently or effectively. That is
why

it was not smply 'capitalist production' which historically demonstrated its relative
uperiority in the competitive struggle. It wes 'capitalism, as organised in an effective,
modern nation state’, which mug daim this diginction. The qualification is most
important.*

For all these reasons, Reich's naively optimisticprognosisfor Americas
(and the globe's) fortunate minorities misses the mark. Even thisgroup
has many reasons to be concerned about the future if globalisation
continueson itspresent course. It must be persuaded by argument and by
thethreat of political oppositionto accept a political compromisethrough
whichit canregainitssocid and political legitimacy,inreturnfor agreeing
to recreate sovereign political spaces within which capital, labour, and
other constituenciescan bargainand inwhich theresultingagreementscan
be enforced, in which the political processcan establish social, political,
ethical and environmental prioritiesand trade them off againgt efficiency;
and in whichfull employment can be pursued asan overriding priority. In
theearly post war era, capital waspersuaded to accept such an agendadue
totheredisminspired by thedisaster  the twenties, the depression, the
war and thecommunist threat. Wecanonly hope, thistime, asmilar result
can be achieved with less costly and terribleinducements. Thefirst stepis
todisabusethefortunatefew of thenotionthatdl iswellforthem. Itisnot.

Why isthe training solution so popular when it cant work?

Thisbringsusto thefourth andlast pillar of Reich'slibera verson o the
neoconservativedefenced globalisation, namely theclam that themajor-
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ity of Americas working people, who arethreatened by globalisation, can
be'saved' by trainingschemesfinanced by the fortunatefew. Thisclaimis
crucial, since no ideology could hope to remain hegemonicby promising
themajority of the popul ationsteady immiserisation,ontopd thechronic
economicinsecurity and thesocial disintegration peopleare aready being
asked to accept as an inevitable part of this lean and mean world.
Unfortunately the promisethat trainingwill — or even could - protect the
threatened magjorities o the world from a pervasive decline in their
standards of livingistotally implausible.

Thetraining gospel has three featuresthat explain its enormous popu-
larity in circlesotherwiseadamantly opposed to government intervention
in the economy. It is vague enough that it can be supported by almost
everyone;itimplicitly placesthe blamefor their plight on thevictims; and,
if successful inincreasing their supply, itwill actually reducethe'privileges
enjoyed by the few workers till able to command a high wage. Let us
exploreeach of thesefeaturesin turn.

Why thebroad appeal ?Trainingisamotherhoodissuebecauseit sounds
positive but has so little content that it is compatible with any political
position. A commitment to training need not lead to any action, partly
becauseitissodifficult to tell whether it hasdoneso. Thisisbecauseevery
country isalready training peopleon alargescale; no one knowswhat sort
d trainingisactualy neededin aglobaisingworld; any traininginitiatives
will remain subject to the existing fiscal constraints; and the success or
failured training schemesisvery difficult to establishsince no one can be
expected to forecast the detailed skills required. The market establishes
successor faillureex post. Hencethiscommitment need not and often does
notlead to significant actionor expenditure. At thesametime, thetraining
issuecan be used to underminesome remaining bastionsd oppositionto
therollback of thewedfarestate. Asaresult, adoptiond thetraining myth
can actually lead to 'less than nothing' as far as working people are
concerned.

For example, the issue can be, and is being, used to undermine the
principle d unemployment insurance. If skills are the central problem,
then the state can limititsresponsibilityto the provisond sometraining,
however flimsy or irrelevant, and then wash itshandsd the unemployed.
Thisrepresentsan abdication of afundamental social and moral respon-
shility, inaworldinwhich accessto productiveassetsand opportunitiesis
increasingly restricted by highly concentrated and oligopolistic property
rights. And thetrainingmyth makesit easier for thestate to dideout from
under this obligation by diverting unemployment insurance funds to
training schemesthat would have been created in any case. Inaddition, the
focuson training can also provideagood platformfromwhichtointensify
theattack on working conditionsmoregenerally. Sloganslikethe needfor
'‘permanent retraining’ or for 'lifetime learning' arewidely usedto describe
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and justify the casualisationd labour which is creatinga world in which
workers are paid what it takes to get them to the factory gate each day,

hoping the straw bosswill give them the nod. Thisis the ultimate logic of

thefully deregul atedlabour market now being touted asthe next big policy
issue by theinternational financia institutions.* And finaly, the training
issueprovidesagood basisfromwhichto pusheducation,evenfurtherinto
apurelyinstrumentalistpath, leavingideaslikeeducationfor itsown sake,

for socialisation or for citizenship, to fal by the waysde. More choices
foreclosed!

Thesecond feature that makesthe emphasison training so attractiveto
many is that it makesthe individual responsiblefor hisor her plight. To
reject thisargumentisnot to reject theideal d personal responsibility,or
to deny the value d training. It is to question the implicit remova o
responsibilityfrom an economicsystemin which unregulated marketsare
undermining the socia fabric, misallocating resources, reducing efficiency
on any reasonabledefinitionand destroyingpeopl €'s accessto work under
conditions compatiblewith broader social and ethical objectives.

Theideathat itisthedeficient skillsdf theunemployedthat arethecause
o their problem alsoimpliesthat training could restoreful | employment -
in good jobs But, this clam redly cannot be taken serioudly. Since
millions d highly trained people are unemployed today, the argument
must assumethat someone, somewhere knowsadifferent kind of training
that would ater this outcome, at an acceptable cost and within an
acceptable timeframe. But thisissmply foolishness, even though thereis
no shortage of snake oil peddlersclaiming to have solutions among the
ranks of the management gurus and the Training for Success
entrepreneurs.

Thethird reason for the popularity o the training panaceain right wing
circlesisthefact that the good jobsnow held by Reich's skilled minority,
command high wages because d their relative scarcity. If traininginitia-
tiveshad asignificant impact on the supply o thoseskills, thiswould tend
to reduce those wages - or 'privileges. Although it would also raise the
standard o living of somed the marginalised mgjority, the ultimate result
would betoincreasethe proportiond working peoplein the marginaised
group, at least solong aslabour remainedinsurplusat theglobal level. This
is because in a competitive economy with surplus labour, the wage is
determined by labour's supply price, irrespective of its average
productivity.

Ultimately, thethreat to themagjority o theworld's working peoplewill
only be lifted with the arrival, or the achievement, o global full employ-
ment and that isnot imminent or likely in the absenced aglobal political
mechanism to makeit happen. Until then, globalisationwill continueto
depressthe direct wage, the socia wage and theliving conditionsdof most
working people and this will intensify if access to productive assets,
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including information and knowledge, is placed even more firmly in the
handsdf largecorporateentitiesthat havenoexplicit socia responsibilities
and that cannot be directly influenced through democratic political pro-

cesses.&ln such aworld, the mainimpact o training will beto reducethe
sze of the 'fortunate minority' and increase the size o the 'declining

majority'.

Tosolvethe unemployment problem, capital and capitalists, must once
again beembeddedin asysteminwhichthepursuit o profitisundertaken
within clearly definedsocial and political constraints,including the need to
construct jobsand careersin waysthat accommodatethe needsd individ-
ualsaspeople, and theneedsd” communitiesassocia and cultural entities.
In the absence of such conditions, full employment will either remain an
unattainable mirage, or be achieved at such a desperately low level of
wagesand under such deplorablesocia and workingconditionsthat it will
be sdlf-defeatingand ultimately even inefficient.

Of course, training could improve the position o specificgroups, like
Reich's American magjority, or maybe Canada's workers, sinceit isposs-
iblefor asociety to capturealarger shared thegood jobsthat remainina
dowly growing, 'downsizing' world. However, such successwill be largely
(even if not entirely) at someone es2's expense, and can therefore be
expectedtoleadtoincreasing conflict. Moreover, successin that struggleis
most likely to be achieved by countriesable to maintain a high degree of
social cohesion and political stability, precisely because efficiency isin-
creasingly asocial phenomenon, depending on reliable human relations,
social stability, good communi cationsand low costsd law enforcementor
essential environmental clean ups. Ironically, countriesthat haveachieved
successonsuch abass, arecurrently being pressedtoalter their policiesby
countriesthat have been far lesssuccessful, but that have more power. In
thisway, inferior policies (both economically and socidly) are displacing
superior ones. In fact a Toronto based consultant recently reported a
conversation in which a former US trade negotiator is said to have
acknowledged that, in his opinion, Japan's industrial policies have been
very successful but, sincethe US could not reproducethem, the Japanese
would haveto be persuaded, or forced, to abandonthem. Whether true or
not, the report illustratessome of the dangers, and the potential irra-
tionality, one should expect when intense economic rivalry occursin an
unregul atedworld.

Finally, training must not betreated asa'cargo cult.”” To beeffective, it
must aways be accompanied by other initiativesand by investment in
infrastructure, industry and technology. In fact, a recent comprehensive
study of thisissueconcludedthat successislikely only when'investment in
vocational education (occurs) . . . in those skills relevant to rapidly
growing industries, and, more generally, in industrially dynamic econo-
mies.” Thesamewastrueif educationwasto haveanimpact on poverty:
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toreduce poverty, the public sector hasto invest in education, to plan balanced growth,
and tomanagean incomespolicy that "liftsdl boats"."

Of course, the training mystique, like the promise of prosperity, is
rapidlylosingcredibilityasgrowingarmiesd retrained peoplewait for the
illusory good jobs. ThusCanada, which hasstrongly encouraged students
to study science and engineering for many years, has just been told that

becauseof thedow economy, cost reductionsand cor por ateeffor tstoimproveproductiv-
ity, therewill belittleor no growth in R&D employment (in Canada) over thenext five

years. . . . (since) thecurrent aimof thecor porationistoachievehigher productivity with
thesameor already diminished number of employees.*"

Toassessthetraining argumentin thefacedf such evidence, one cannot
just 'take everythingasgiven' and tell the frustrated graduatesthey must
makethe best of an uncertainworld. One needsto acknowledgethat the
trainingargumentwasused to sall avery risky policy to peoplewhofeared
just such an outcome. Those who claimed that other good jobs would
come aong, now have aresponsihility to justify those claims, not so that
we can gloat at their discomfort, but so that people will be a little less
gullible next time around.

Ultimately the claim that trainingwould protect the majority never had
a chance because it was both politically and analyticaly wrong. It was
politically wrong, becausethe promised trainingeffort never had achance
of materialising, sincefinancia constraintswere bound togetintheway of
good intentions;" since the fortunate few were never likely to fund those
activitieson a charitable basis, (as Reich anticipated); and since many
politicians never had any intention o keeping those promises." It was
analyticallywrong becauseevenif abigtrainingeffort had beenfunded, it
would not have solved the prablem. In fact, even o the relatively few
peoplethat weretrained for high skill jobsin Canada, only afew got even
closeto awdl paying, secure job. In theworld as presently constructed,
training would not have solved the problem even had there been much
mored it.

Protectionism: The Great Taboo df the Postmodern Age

For dl these reasons, even Reich's sober reassessment  globalisation's
promiseisfar too sanguine. Irreversibilityisathreat, not a promise; the
global dite's futureis not assured; and the mgjority's immiserisation will

not soon be arrested. Barbarism beckons unless the mindlessdestruction
of the social fabricand of existing politica identitiesis arrested, but this
cannot beginuntil thediscussionaf protectionismcan berescued fromthe
realmd rdigiousfanaticism and returned to that o rational discourse. It
has becomethe great taboo o the age. Economistsregularly frighten the
children, and each other, with gruesometalesd the ravagesinflicted by
this unspeakableevil: in the thirties, in the developing world and, espe-



MANFRED BIENEFELD vy

cidly,intheir economicmodes. Aswith dl irrational taboos, thefounda-
tion of thisrepressed hysteriaispureideology. Thetrue believersespouse
it asamatter of faith, whilethosewhoseinterestsit serves, worshipit asthe
basisdf their power.

The endlesdy repeated claim is that protectionism, in al its various
forms, would reducewelfare, destroy efficiency andincreaseconflict. That
is the message that reaches the people after the complex underlying
debates have been smplified for public consumption by the media, the
respectableexpertsand thegreatinstitutions, establishedto pronounceon
such matters - and to promote globalisation. To hear them say it, one
would think the truth about these matters had been unambiguoudy
established. Thus, the Managing Director of theIMF toldtheworld at the
end o the disastrouseightiesthat:

Thereisat the present time a kind of silent revolution in the world. More and more

countries recognize that there are good policies and there are bad palicies. . . that
removingall sructural impedimentsto growth isthe only way to progzess.=

Such blanket assertions cannot begin to be supported by the empirical
evidence, by history or even by neoclassicd theory. What support they do
have stems amost entirely from models constructed on the assumption
that economic liberalisation increases efficiency, growth and welfare;
models based on a theory that defines optimal outcomes as, 'outcomes
produced by perfectly competitive markets. When economistsabandon
this tautology and address the real world, blanket condemnations of
protection, or of national intervention, turn out to be utterly untenable.

In fact, the case for postive industrial strategies, using a variety o
protective devicesto build a strong national industrial and technological
base, is both historically and theoretically strong. At a minimum, thisis
becausemany economiesdo not possesstheinternal conditionsneededto
respond positively and constructivelyto anintensification of international
competition, and ‘when the first-best policies are either unavailable or
damaging on other dimensions, a proindustry trade regime has a second-
best roleto play'.""

Thetheoretical casefor a proactiveindustrial policy hasalonghistory,
and was confirmed once again by the experienced the East Asian NICs,®
leading one authority to remark that

the typically applied rule of thumb in evaluating infant industry protection — learning
periodsof about five year sand amaximumeffectiveproductionof 10-20per centoptimally
administered through subsidiesrather than tariff or import controls— would seem to be

much too conservative, judgingat least from thehistorical experiencedf South Koreaand
Tawan."

Theseingghtswerereflectedin the so-called 'new trade theory', which
showed that, even within a neoclassical framework, a number of interven-
tionist policiesin trade and industry can be shown to enhance efficiency



118 THESOO ALI STREA STER19%4

and strengthen the relative competitive position of the instigating econ-
omy, once oligopoly,imperfectinformation flows, externalitiesand learn-
ing effectsare taken into account." However, by underminingthe general
casefor economicliberalisation,thisargument opened aPandora’s Box of
possibilitiesand reminded everyonehow little economistshad to contrib-
ute to policy discussionsin an imperfect, disequilibriumworld.

Many economists must therefore have been relieved when these open
ended policy conclusonswere generally reversed, oncethethreat of trade
(or other?) retaliationwastakeninto account. Retaliationcould beshown
to negate both the advantagesto theinstigating country and the potential
efficiencygains. Onthisbads, the consensusin favour of market deregula-
tion and non-interventionwas restored, though with some notabl e excep-
tions.” |ndeed, the case now appearedeven stronger becauseit could claim
to havetaken full account o real world imperfections.

But thereisdl the differencein the world between a defencethat rests
ontheintrinsicmeritsd non-intervention, and one based on the threat of
retaliation. The latter is essentially a coercive argument and, moreover,
applies only to individual economies making policy choices within a
particular international trade regime, that defines the likelihood and the
extent o retaliation. In such a case, the threat o retaliation has to be
factoredinto any decision, but eventhen, it doesnot haveto beacceptedas
immutable. Trade regimesare subject to changein time.

For adiscussond the meritsd particularinternational trade regimes,
the fact that a wide range o interventionist, national policies can be
dynamically efficient has far reaching implications, however. If global
efficiencyand welfareareto be maximised, such trade regimesshould give
member states enough sovereign power to make use of such dynamically
efficient interventionist policies, and protect them against unwarranted
retaliationfor doing so. That iswhat the early Bretton Woods agreement
attempted to do, with its explicit provision for capital controls and for
temporary trade restrictions (when 'material damage' wasinflicted on an
economy). And it wasthisfeaturedf the agreement that allowed member
states to sustain full employment, and to implement national politica
compromises on issues like income distribution, working conditions and
social conditions. Thisinturn contributedto thefact that the period during
which theserules prevailed wasthe most stabl e, egalitarianand successful
period of economic growth in history. Thereis no reason why the world
could not do as wdl in future, if it restored the necessary conditions of
national sovereignty. Unfortunately, the international trade regime is
currently being pushed in exactly the opposite direction from that
required.

As for the historical evidence regarding protection, the two most
commongeneralisationsarethat thedepressiond thethirtiesconclusively
demonstrated the evilsd nationalism and protection, and that the great
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success of the early post war period illustratesthe desirability of trade
liberalisation. Neither clam is persuasive.

Polanyi'sinterpretation o the depressionisvery different and far more
persuasive. It arguesthat theterrible eventsaf thethirtieswerethe painful
and ultimately inevitableresult of the excessveeconomicliberalisation
the twenties, which had produced ever greater economic, social and
political turmoil. The resulting contradictionseventual ly triggered politi-
cal upheaval sin which soci etiesreassertedcontrol over their economiesin
ways rangingfrom those d the Fascists, to the New Deal and to Sweden's
social democracy.™

Thisargument isfar more plausiblethan that which claimsthat, after
decadesd successand prosperity, governmentssuddenly abandonedfree
trade in favour o protectionismfor no material reason, and then added
insult to injury by massively deflating their economiesin the midst of a
recession.” 1n fact, Polanyi's account brilliantly documents the world's
long desperatestruggle, under theleadership of the Leagued Nations,to
use neoliberal policiesto resolvethe persistent contradictionsthen afflict-
ing theworld economy; and as, despitetheintensity and the persistencecdf
these efforts, the debts, the economic imbalancesand the social didoca
tion continued to grow, eventually producing painful and, in some cases,
barbaric policy reversals.

Polanyi's account o the twenties ought to sound eerily familiar to
students o today's criss. The problems that had accumulated and that
eventually had to be resolved, included: an explosion o unserviceable
debt that eventualy induced economic stagnation, low investment and
rising unemployment; extremeeconomicinstability,leadingto speculative
boom/bust cyclesthat misallocatedresources; fuelled economicinsecurity
and destroyed otherwiseviabl eassetsand skills; and adramaticincreasein
incomeinequality,which underminedthemoral and political legitimacy o
political and economicsystems.

The converse clam that the extended economic boom o the post-war
period can be ascribed to economic liberalisation was dways less well
founded and has been further discredited by the deplorable economic,
social and political resultsassociatedwith accel erated economicderegula
tion over the past two decades. Indeed, these have recently persuaded
even The Economist to call for the restoration o some national controls
over capital,® recalling an earlier assessment that had appeared in The
Financial Times in the wake o the 1987 stock market crash, which had
echoed Polanyi's assessment of the depression, by suggesting that there
might now be an urgent need to reassessthe merits d deregulation and
globalisation.

The pogt-war economicsystem wasdesigned by people who had endur ed the chaosof the
1930s. They may have erred too far on the sideof controlsand constraintson markets—

although it is a least arguablethat the" golden erd' of trade expansion was possible only
because the regime governing capitalflows was so illiberal (emphasisadded).
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It now seemsincr easinglyclear ,however, that ther eaction against gover nment inter ven-
tionand managed mar ketsin the 1970s and ear ly 1980swent toofar. Therevas a pervasive
retreat from respomgibility. =

By now that retreat from responsibilityhasgone very much further and
thedifficultiesstandingin theway of itsrestorationhave grown; but so has
therecognitionthat thereisaproblemand that it requiresasolution. This
will eventually providethe basisfor the political responsethat is needed.
And that politica response can only occur within sovereign politica
spaces, within which a democratic processcan define and implement the
kind of framework that isrequired if marketsareto servesocieties, rather
than destroying them.

Towardsa Positive Nationalism

Sofar this paper hasargued that globalisationis essentially a destructive
process, creating a world that will not be stable, efficient or socidly

desirable. Asit gradually destroysthe capacity of nation statesto manage
economicprocessesto some broad socia purpose, it doesnot, and cannot,

replace these capacities at a global level. As a result the competitive
process will become increasingly unstable and destructive, threatening
socia cohesion, political stability and human welfare. Even economic
efficiency, theonethingthe processwassupposed to deliver withcertainty,

isincreasngly undermined by instability, uncertainty, speculation, the
persistent creation of excesscapacity and thestiflingpresenced unservice-
ablemountainsof debt. And thereisno reasonto believethat thisprocess
isabout to stabilise. In fact, the oppositeismorelikely, ascontradictions
grow more severeand asgovernmentsfurther losetheir ability to deal with
domestic fiscal problems and external obligationsin ways that can be
reconciled either with their social responsibilitiesor with the need for

internal political stability.

Thecurrent situationismade moredangerousbecausetheinternational
financial i nstitutionshaveclearly decided that theway out of thisimpasseis
to acceleratefurther the deregulation of markets, focusing especialy on
the deregulation of labour markets which is likely to have particularly
explosivesocial and political consequences. It is nothing short o incred-
ible, that theseinstitutionsareadvocatingthe USIabour market model for
Europe, thereby revealing the full extent of their inability to distinguish
between socialy destructiveand socially desirable sources o efficiency.
Together with their demonstrated willingnessto accept unlimited social,
human and economiccostsasthe priced transitionin Eastern Europe, no
one can doubt their open ended commitment to the ideology of the
market. Although, withinthat paradigm they would prefer to seewelfare
conditionsimprove, thisisasecondary concern which must be addressed
within theframework of 'sound economicpalicies. They do not entertain
the thought that, in an unregulated world, it isthose'sound policies that
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create the ‘facts o economiclife’ within which welfare services, |abour
laws, social servicesand progressiveincometaxeshaveto be progressively
dismantled, because'efficiency’ demandsit.

The solution to this crisiswill not, therefore, comefrom thoseinterna-
tional ingtitutions, assomeoptimistsbdieve. And thisisnot only because
o their blinkered ideologicd approach, but also because they are not
embedded in a political process that could make their policies truly
sengitive to loca circumstances, or that could lend those policies the
legitimacy they need to be effectively implementable. 'Generic nation
states have been defined as the political entities that must fulfill those
tasks. But what aretheir prospects?I stheir resurgenceareal possibility, or
isitafunctionalistdream?Andif their reviva ispossble, isitlikely totake
a pogitiveor desirable form? The answersto these questionsarefar from
clear.

The need for such states arisesfrom thefact that unregul ated markets
arenot viable, not efficient and not socially desirable. That iswhy thelink
between nation state and market has been so very closefrom the outset;
why both emerged more or less smultaneoudyin history. Mercantilism
was the economic ideology of the monarchical state, but its limitations
wereexposedwiththeaccelerated growth d rationalismand commercein
the eighteenth century. This new world demanded a new way d defining
the link between the individual and society, asthe divineright of heredi-
tary status and the absolute teaching o the church lost their power to
inducepeopletointernalisetherulesandvauesd thesocid order. A new
basishad to befoundfor providing peoplewith the possibility of defining
themsalves as members o 'a society’, associa beings. And this vacuum
was filled intellectually by theories ranging from Rousseau's socia con-
tract, in which the object was achieved amost entirely through positive
inducement (the carrot), tothe Hobbesian state, reluctantly accepted asa
necessary evil (thestick). In practice, the void wesfilled by nationalism, a
term that first cameinto usein the middled the eighteenth century and
that dominated the landscapeby itsend. Ascompared to the monarchical
state, the nation was an egalitarian, populist concept, and those who
brought it into use tended to equate 'nation’ with 'peopl€.

It was the 1750s . . . that saw new intellectual distinctions being made between the
monarchical sate (the government) and the nation. In 1755 an obscure (French) cleric
named G. F. Coyer, condemninghismor e sophisticated contempor aries, began to preach
that nolovewassopureasthat felt for thenation, and that thisembraced both thestateand

dl ordersof society. Amidst thegrowth of French cultural nationalism. . . anew palitical

attitude,a" new patriotismn”,. . . wascomingintoexistence, pairingtogether ki ng and the
wholeFrench peopleastheproper objectsof patrioticfeding'. Theseinchoate beginnings

appear tohaveculminated in theconcept of 'nationalism'only after theFrench Revolution
had brought these beliefsto power — and to grief —in amajor nation.%

Ever since, the nation state has been an essential mechanism for the
management o increasingly complex societies and economies. Some
regardit astheroot d al evil; othersas a meansthrough which humanity
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can aspireto the highest ideals of sdfless devotion to society. And both
may be right, since nationalism has probably approximated both judg-
mentsat sometimeor other. Thetruthisthat the political content of this
political entity isundefined, and must remainso. It is, after all, onedf the
purposes and attractions o national sovereignty to enable societies to
make choicesthat dlow themto bedifferent; toliveby differentcultural or
socid norms; toset different priorities between efficiency and other socid
objectives.

But why, at the dawn o the twenty-first century, should we pin our
hopes of rescuing the socia vision with which we began, on the nation
state? Hasthisparticul ar political andideological solutionto the problem
of reconcilingour individuality with our essence associa beings, not been
overtaken by history? And do we not know that the nation state has
historically been merely a vehiclefor capital to enforce the logic of the
market, while covering its tracks with fine sounding phrasesabout socid
responsibility and patriotism?

These fundamental questions have to be incorporated into the discus-
sion o the'generic nationstate’. Thequestionthat isposed by history, is
Inwhat form canweredigtically hope, a theend o thetwentieth century,
to redefineand reconstruct political entitiesthat wouldalow usto manage
the increasingly destructive and irrational forcesd globa competition,
whileprovidingindividua swith the capacity to definethemsel vesassocia
beings and while containing the risk of conflict between such politica
entities? The 'generic nation state' is defined as any political entity that
performsthefirst two of thesefunctions. Theanswer tothethird hasto be
definedintermsdf some positivemodel of international cooperation, that
will protect the sovereignty of those generic states and discouragepreda-
tory behaviour through collectivesecurity provisons.

Thispaper cannot hopeto deal adequately with these enormousissues.
It will merely reflect on somed the difficultiesthat will be encountered as
we prepareto meet thischalenge. Threequestionswill beaddressed: Why
nation states? What are the prospects for a restoration of national sov-
ereignty? And, wha are the prospects for a restoration o a positive,
humane nationalism?

Thefocuson nationstatesderivesprimarily fram apragmatismborno a
total inability to conceive, let alone construct, a meaningful political
processat theglobal level. Thetruth isthat Trotsky and the international
socidists were dways right, andytically, but their message was dways
politicaly useless. In fact, it tended to lead either to pardysis or to a
Warrenite®* acceptance d globdisation as a poditive process, left to
developtheforcesd productionand theconditionsfor socialism. Well, we
aretherenow. Theforcesd productionhavebeen devel opedtoalevel that
unquestionably makesit possibleto provideall peoplewith acomfortable
material existence with only a moderate expenditure o effort by each
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person. But where are the conditionsfor socidism? As we address the
questiond how to bring thoseforcesdf production under social control,
wemust begin somewhere, and it cannot betheworld. Not only would this
beutterlyimpractical ,it would imply and requireadegreedt centralisation
in a political discussion and organisation that would be extremely dan-
gerous, and very difficultto reconcilewith the diversity that issurely oned
our objectives. Inshort, just asglobal financial regulationcan only be built
on effective national regulatory systems, so the global management of the
competitiveprocess, or d asocialist economy, must be built on sub global
units, namely our 'generic nation states.

Theemphasison 'generic’ nation statesmakesthe point that these need
not bethe existing nations, as bequeathed by history; that it ispossiblefor
theseto be either larger, supranational entities(like Europe), or smaller,
sub-national ones (like Croatia). However, this does not mean that such
changes should, or could, be achieved or undertaken lightly. They are
dwaysfraught with enormousdangersand will amost dwaysbe postively
retrogradewhen they lead to ademandfor ethnically definedstates, onthe
spuriousgroundsthat only such statesarel egitimateor viable. Thecurrent
proliferation o such demands reflects the growing instability and eco-
nomic insecurity spawned by globalisation and the growing inability of
existing, territorial states to manage the regional or ethnic issues within
their borders. But thecreation d ethnicsplinter stateswill not solvethese
problems and will generally create new and even bigger ones. After all
theselittlestateswill still havethegloba market to contendwith. In short,
the resurgenced the ethnic state must be regarded asamajor stepin the
directionof barbarism. Oncetherightsd citizenshipdependon our ethnic
geneal ogy, we will all end up living in apartheid South Africa

The future must lie in restoring the sovereignty o existing territorial
states, within which such idealsasequality, non racismand an unqualified
acceptanced asensed social responsbility are, at least, conceivableand
realistic objectives. That sovereignty must then be used to create the
political spacethat isneeded to restorethe gentler, more humanesocieties
that peopleclearlywant, and that they know to be possible. On such secure
foundations, such nationscould then possibly seek to unitewith othersin
larger regiona political entities (such as Europe), once a sufficiently
coherent political process has dlowed the conditions for democratic
legitimacy to beestablishedat that higher level. The power to managethe
centrifugal forcesdf competition should then resideat thesehigher levels,
embeddedin regional political process. And thespacethereby createdfor
social and cultural diversity should be used to give more power to lower
levelsaf government and administration,and to theorgansd civil society.
Theprincipled subsidiarity isa useful way of thinkingabout thisdevolu-
tionaf power, althoughitsreal impact will naturally dependontheway itis
actually definedin practice."
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But evenif afocuson the nation state could be defended, isit afeasible
or redlistic objectivetoday? No doubt much conspiresagaingtit. Indeed,
most of this paper has shown that globalisation has substantially under-
mined the material base of the nation state and has erected serious
institutional obstaclesto block attemptsto reverse thisprocess. However,
it has aso shown that those devel opmentsare not inherently irreversible,
and that the growing conflict between the demands d an increasingly
unstable and illegitimate economic system and gradually disintegrating
socia systems, are presently transforming the political landscape and
shifting the limitsdf the politically possible. It isin this context that it is
vitaly important to channel peopl€'s rising anger in a positive and con-
structivedirection, rather than alowingit tosweepthemaway ontherising
tide of fascism, monarchism, religious fundamentalism or ethnic
nationalism.

Of course, the fate of recent socia democratic governments shows
clearly just how difficultit isto realise any aternativevision, no matter
how moderate, in the world as presently constructed. But these failures
must merely lead to a redoubling o our efforts, securein the knowledge
that the consequences o the present policies will continue to swdl the
ranks of the politically disaffected and will continue to intensify and
legitimatethesearchfor an alternative. After al, whowould havethought
that, in 1992, one would find a long time correspondent of the Financial
Timesdf London consideringthe nationalisation o the banksasaserious
policy option for Britain?

The latest analysis from the invaluable Professor Tim Congdon. . . which examinesthe

current stateof British banks,savings institutions andinsur ancecompanies. . . describesa

catastrophewaitingtohappen. . . . Thiscrisisof thefinancialintermediariesrulesout any
domestic recovery for years, even assuming that it can be contained. Congdon putsthe

earliest dateat thelate1990s. That could beoptimistic. Theprivatesector'sboot-strapsare
broken. . .. Thereisone tried and proved remedy: bank nationalisation.&

In short, peopleare seriously discussingpolicy choicesthat would have
been deemed unthinkableonly afew years ago. Thisdoes not mean that
they are now on theside o the people. They may want to nationalisethe
banksin order to bail out the speculators with public money. But the
change is sgnificant because it means that new political coditions are
possible, new possibilitiesare arising. Moreover, through links between
similar coalitionsin many nations, one can begin to discusstheshape d a
new set of international institutions, that must one day be constructedto
secure and protect national sovereignty in a context where member states
are encouraged and advised to use their sovereign powers to purgue
domestic full employment growth, as an overriding priority, and to
reconciletheir other objectives and their trading relationshipswith that
commitment.
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Such initiatives may not succeed immediately, since the obstacles now
standing in their way are formidable. But the struggle must continue,
becausethecurrent processisnot viable and, unlesstheexplosivepolitical
forces now being generated, can be channelled in a postive direction,
barbarismmay becomethe only option. Let usremember that it isnot the
option peoplewould choose. And that if they appear to chooseit at some
stage, it will be because they were given the choice only when it was no
longer achoice, but a fait accompli.

And so we come to the find question: What chance o a positive,
constructive nationalism?Again, there can be no doubt that the odds are
long. The post war world demonstrated that it is possible for nations to
provide a context within which working people can strike bargains with
capital that can transformtheir lives, dlowing them tolive a better, more
securelife, working in more pleasant working conditionsfor higher wages
and in reatively stable communities. Historically these gains were enor-
mous, though enormous problems aso remained. But it represented a
historic achievement, and there was no reason, in principle, why that
process could not have continued, if those political entities had retained
sufficient control of their economiesto alow those national bargaining
processes to continue. But once capital slipped out from under these
arrangements, it soon underminedthem through theforcesof unregulated
international competition. The rest, asthey say, is history.

Now some would argue, with some reason, that it is not possible to
manage capital. That the dissolution o that post war phase d stable,
widespread prosperity wasinevitableand that social democratsnever seem
to learn. They make a very important point that needsto be addressed
when we discussthe kindsdf controlsthat should and could be exercised
over the competitive processin order to ensure that it can serveour social
objectives. Here, another verson o the principle o subsidiarity might
againbehelpful: dlowasmuchfreedomfor decentralised decision making
in the market, as is compatible with the objective d a dynamic, stable
economy capable o functioning within socialy and politically defined
constraintsreflecting socia, political, cultural, ethical and environmental
objectives. No doubt that question will never beanswered definitively, but
then, only a fool would expect it to be. Bertrand Russdl once said:
'‘Education isaprocessd becoming confused at ahigher level'. To which
we need only add that: 'History isthe ultimate processd education'.
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