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Withering Globalisation ?

Is the globalisation bubble bursting? There may be two opinions to that but a trend is clearly visible i.e. the World
Capitalist Economy is in doldrums. It may not yet have reached the state of 'Great Depression' but it certainly is feeling
the pressure of deflation. An article in tBeonomistof October 10, 2002, headlined "Of Debt, Deflation and Denial",
warned that risk of falling prices was greater than at any time since the 1930s. So Deflation could be a serious threat in
America, Europe as well as Japan.

The future directions of the global economy are decided by the three main players - the US, European Union and Japan.
They together account for more than 70 per cent of world production. But they are, at the moment, facing serious
problems. The Japanese economy shows no sign of breaking out of the stagnation that has gripped it since the collapse
of the share market bubble at the beginning of the 1990's. The case of the Eurozone is little better but it is being dragged
back by near-recession conditions in its largest economy, Germany, while the US economy is experiencing continuous
ups and downs. The expectations of the Organisation for Economic Co-operation and Development are that the world
economy will grow by only 2.2 per cent next year, after a growth of 1.5 per cent this year. And it is a common knowledge
that a world growth rate of less than 2.5 per cent is regarded by many economists as marking the onset of recession.

Already the depressed state of the world economy as a whole and the lack of any sustained recovery in the US are
prompting fears that Japan's decade of stagnation may not be an exception but could turn out to be the rule, for there is
a growing fear that the continued slide in world stock markets and the heavy involvement of banks and other financial
institutions with companies that have incurred heavy losses - especially in the telecommunication and high-tech
industries could lead to a major financial crisis.

The growth figures in themselves are bad enough. In the IMF's World Economic Report, world growth for 2002 was
projected at just 2.8 per cent, barely above the 2.5 per cent level considered to be bordering a recession. The growth
estimate for 2003 has been marked down to 3.7 per cent compared to the 4 per cent that was predicted last April. Growth
predictions for the major capitalist economies are even more significant. US growth was predicted to be 2.2 per cent for
2002 and 2.6 per cent for 2003, compared to earlier prediction of 3.4 per cent. For the eurozone, the growth rate prediction
for 2002 was just 0.9 per cent and 2.3 per cent in 2003, with no marked increase likely in the near future. For Japanese
economy, growth for 2002 was projected to be minus 0.5 per cent, rising to 1.1 per cent next year. Thus it is clear that the
common belief that the shift towards globalisation has been a success, at least regarding growth, is shattered.

Global economy is not only faltering as far as growth rate is concerned, it is also increasing the gap between the rich and
poor. The United Nation's Human Development Report says that in 1960, the top 20 per cent of the world's people in the
richest countries had 30 times the income (in total GDP) of the poorest 20 per cent. This grew to 32 times in 1970, to 45

times in 1980 and to 59 times in 1989. By 1997 the top 20 per cent regeived

74 times the income of the bottom 20 per cent. A recent World Bank [paper in This Issue

by Bran O Milanovic says that inequality trends were relatively flat feaa

the mid 1960s to the early 1980s but for the early 1980s onwards inefiyalityhe Global Divide : Inequality in the
begins to rise significantly. Similarly, a study undertaken by|the\orid Economy

Organisation for Economic Cooperation and Development in EUr, pel_
(OECD) says that differences in income in the developed indufsttial

countries increased greatly between the mid 1970s and the mid 19$bs.From New Economy to Siege

But the report of a survey nameé¢hat the World Thinks in 2002lease Economy: Globalisation, Foreign

on December 4, 2002 by the Pew Research Centre is an eye-openihglicy. and the CEO Agenda
document in a number of respects. Prepared by an establishment4odBivatisation's Tidal Wave

the poll survey reveals growing worldwide economic hardship| andyeaworld Bank Water Policies and
political discontent. "As 2002 draws to a close, the world is not a happyhe price Paid by the Poor

place", write the report's authors. TitledGlobal Gloom and Growin
Anti-Americanism'the report says "in all but a handful of societies, the
public is unhappy with national conditions. The economy is the nupfbetVe Are Not Alone
one concern volunteered by more than 38,000 respondents interviewed:™

"In general”, the report notes, "respondents to the global survey are more critical of US policies than they are of US
values". There is a strong sense in most of the countries that American politicians serve to increase the gap between rich
and poor. In France, Germany and Canada some 70 per cent say US policies "serve to widen the global economic divide".

On the face of such criticism of US policies, is it not time for the developing nations to stop, ponder and say goodbye
to the capitalist economy on whose principles the edifice of globalisation stands? - Piyush Pant
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The Global Divide :
Inequality in the World Economy

By Marc Lee

Global inequality, the gap between the world’s ricthat the richest countries were about three times richer
and poor, is one of the most pressing issues of dhan the poorest countries in 1820 based on GDP
time. per capita. This ratio rose to 15to 1 in 1950 then

Inequality differences between people around tﬁiéopped to 130 1in 1973 before resuming its increase

world could be discounted when most peoplerso 1910 1in 1998.

economic context was limited to what happened withifhe UN’s Human Development Report adds that in
their national borders. But the immense growth df960 the top 20% of the world’s people in the richest
trade and investment flows the development @buntries had 30 times the income (in terms of total
standardized rules across nations and the globalizatieBP) of the poorest 20%. This grew to 32 times in
of production, distribution and marketing mean people970 to 45 times in 1980 and to 59 times in 1989. By
in different nations are inter-connected as nev&B97 the top 20% received 74 times the income of
before. the bottom 20%.

As a result, widening disparities between nations ardrecent World Bank paper by Bran O Milanovic
individuals are cause for concern. If we are all globablculates gini coefficients (a standard measure of
citizens now, most people would consider stanequality) based on international rankings of GDP
inequalities to be a moral outrage. But even beyopeér capita. He finds that inequality trends were
this sense of our common humanity, wealthy countrieslatively flat from the mid-1960s to the early 1980s
like Canada need to address inequality out blit from the early 1980s onward inequality begins to
enlightened self-interest: today’s growing gap mayse significantly.

be fuelling tomorrow's act of terrorism. Milanovic also estimates an alternate approach to

This brief looks at recent statistics and studies amequality similar in methodology but based on
growing global inequality and considers the role giopulation-weighted GDP per capita. Intriguingly this
the globalization—more specifically the orthodoxapproach shows declining not increasing inequality.
ideological framework of globalization known asHowever this result is explained by the inclusion of
neoliberalism or the Washington consensus—asChina and India. China has experienced a rapid
driving force behind the change. The plight of theacrease in inequality in recent decades while India
world’s poor is now invoked regularly by politicianshas had relatively flat levels of inequality (though rising
at international fora such as the Financing fon recent years). But both countries have had fast
Development conference in Mexico, the G-8 meetir§DP growth rates and because of their size (over 2
in Kananas in Alberta and the semi-annual meeting#lion people between them) this fact biases the
of the IMF and World Bank. Unfortunately the “cure’measure of global inequality. Dropping China from
emanating from these gatherings too often resembthe list leaves inequality flat over 40 years; if India is
the disease. dropped as well the pattern again shows an increase

The Global Inequality Picture in global inequality.

The growth in global inequality stems from twolnequality Within Countries

factors: increased inequality between countries ahéke the pattern for inequality between countries
increased inequality within individual countries. Thavithin-country inequality fell in a large number of
long-term trend for global inequality is that of acountries during the Golden Age from the 1950s to
widening gap with the exception of the “Golden Agethe early-1970s. Since then however inequality has
decades after World War II. Since the mid-1970gacreased in most countries. Summarising the results
global inequality has resumed its upward trend.  of a large research project on globalisation and
inequality Cornia and Kiiski (2001) note that inequality
has risen over the past two decades in 48 out of 73
Interestingly two hundred years ago the gap betwegsuntries for which high quality data are available.
the richest countries and the poorest was not verliese 48 countries represent 59% of the population
large. Economic historian Angus Maddison estimategd 78% of the GDP of the 73 country sample. Sixteen

Inequality between countries



Per Capita GDP by Region, 1820 to 1998

1820 1870 1913 1950 1973 1998
(1990 international ollars)

Western Europe 1232 1974 3473 4594 11534 17921
Western Offshoots 1201 2431 5257 9288 16172 26146
Japan 669 737 1387 1926 11439 20413
Asia (excluding Japan) 575 543 640 635 1231 2936
Latin America 665 698 1511 2554 4531 5795
Eastern Europe & former USSR 667 917 1501 2601 5729 4354
Africa 418 444 585 852 1365 1368
World 667 867 1510 2114 4104 5709
Inter-regional spre&d 31 51 91 151 131 191

Notes:1.Western offshoots includes Canada, US, Australia and New Zealand.
2. Inter-regional spread is the ratio of the highest income to the lowest income for that year. For 1820
this is the ratio of Western Europe to Africa; for the remaining years Western Offshoots to Africa.

Source: Maddison (2001)

countries had constant levels of inequality while onghigh net worth individuals” had financial assets
nine experienced decline in inequality during thisalued at US$27 trillion in 2000 almost the size of
period (some of this latter 25 countires are suspectibe world’s total GDP ($31 trillion in 2000). Moreover
of higher inequality in the wake of recent financiathe wealth controlled by a small cadre of “super-rich”
crises but data are not yet available). is truly staggering. According to the UN the assets

Inequality has some distinct regional dimension%:‘l;he thltr)(_ae r(;cgeDsép(?oEIle n 3398 \;veredlargertthan
African economies have been in stagnation since t dC(t)rrln ine bi do a ;aasf tf]ve topez (;:(()) un L'es,;
1980s in terms of GDP with inequality on the riséa.‘n € combined assets ot the top riches

Latin America experienced a “lost decade” aﬂertr@eorﬁ?_ dmpre than fﬂrym?;we m?dr,e than tlhe
early 1980s “debt crisis " reversing declines jfompined Income o o of the world's peop’e.

inequality during the 1970s. For Russia and thLénforunater the distribution of the world’s wealth

Eastern European “transition economies " the 1996§\therthan income) has not been adequately studied.
heralded a collapse of the middle class that drove @gobal Income Inequality

inequality. China has experienced an upsurge in

inequality since mid-1980s (timed with its economit/ilanovic (1999) puts together the two components
reforms) especially with regard to differenceg)fmequ"’lIIty within-country and between-country into

between urban coastal areas and the rural interio" verall measure of “true” global inequality. His
research compares 1988 to 1993 data for 91

In the rich OECD countries rising inequality has beeatbuntries. This analysis puts some numbers to the
driven by greater disparities in market incomistribution of global income summarized in Table3.
(although this can be offset by decent minimum wages

and collective bargaining). Inequality has been m O;J’@e global distribution of income is profoundly unequal

pronounced in recent years due to regressive chan @g tzecame increasingl_y so from 1988 o 1993' The
in tax systems, public services and income transfef&P 9% captured one-third of world income in 1993
ile the top 10% received just over half. The share

Canada, for example, experienced growing inequalgf{.{‘_ : ) .
of market incomes through the 1980s and 1990s gncome going to the top increased n 1993 over
managed to keep the lid on after-tax inequality at leakiS8: _In contrast the bottom 75% re_celved 22% of
up the mid-1990s. Recent federal and provincial 40 rld income, the b‘?“on? 50% received 8'.5% and
cuts and spending cuts have been pushing up aflIQF- bottom 10% received just 0.8% of world income.

tax inequality. There is no shortage of jaw-dropping statistics in this

There has also been a growing concentration SiHdY- Milanovic adds:

income and wealth at the very top of the distribution Not only did the share of the bottom 5% drop but
in most countries. Merrill Lynch’s World Wealth  their real income decreased by one-quarter from
Report 2001 finds that an exclusive club of 7.2 million 1988 to 1993.



Income Inequality Changes in 3 Countries from 1960s to 1990s
Inequality Developed Countries Developing Countries  Transitional Countries Total

Rising 12: Australia, Canada, 15: Argentina, Chile, 21: Armenia, Azerbaijan,
Denmar, Finland, Italy, China, Colombia, Costa Bulgaria, Croatia, Czech 48

Japan, Netherlands, Rica, Guatemala, Hong Republic, Estonia, Georgia,
New Zealand, Spain, Kong, Mexico, Pakistan, Hungary, Kazakhstan,
Sweden, UK, USA Panama, South Africa, Kyrgyztan, Latvia, Lithuaniz,
Sri Lanka, Taiwan, Macedonia, Moldova,
Thailand, Venezuela Poland, Romania, Russia,
Slovakia, Slovenia, Ukraine,
Yugoslavia
Constant 3: Austria, Belgium, 12: Bangladesh, 1: Belarus 16
Germany Brazil, Cote d'lIvoire,

Dominican Republic, El
Salador, India,
Indonesia, Puerto, Rico,
Senegal, Singapore,
Tanzania, Turkey
Declining 2: France, Norway 7: Bahamas, Honduras, 0 9
Jamaica, South Korea,
Malaysia, Philippines,
Tunisia
All 17 34 22 73

Notes: The length of the time series and the number of observations varies from country to country. In the countries
underlined very recent information suggests that income inequality may have risen from 1998-2000 ie. in the
wake of recent financial crises.

Source: Cornia and Kiiski (2001)

The ratio between the average income of thguestion, a full treatment of which is beyond the scope
world’s top 5% and world’s bottom 5% increasef this paper. However several recent studies have
from 7810 1in 1988to 114 to 1 in 1993. contemplated this scope and suggest some broad

The richest 1% in the world (50 million peopleptokes that explain much of the story.
receive as much income as the bottom 57% (2H4ow the West Grew Rich

billion people). Over a longer time frame, the increase in inequality
The richest 10% of the US population (25 milliorhetween nations is the result of the “take-off” of
people) has total income equal to the total inconggonomies in Western Europe and North America.
of the poorest 43% of people in the world (almosfiaddison (2001) argues that three broad and inter
2 billion people). active forces explain the shift:

Ina more recent study Milanovic (2001) confirms  conquest and settlement—Colonial systems
anincrease in global inequality over the 1988 to 1993 persisted from the 16th Century to the 1960s. They
period based on two alternative indicators of revolved around the extraction of natural re-
inequality (gini coefficient and theil index). The sources (for example gold and silver extraction
increase is primarily due to between-country increases from the Americas during this period was worth
in inequality (75 to 88% of the increase depending on US$36 billion valued at modern prices) agricultural

the measure). He identifies three main contributors Production for export (e.g. sugar and cotton) and
to the rise in inequality: the slow growth of rural trlle ex;‘)‘lonatlr(t)nd(’?l;slaviflgbouliﬂ(some 19 mltl_llon
incomes in Asian countries relative to OECD >aves €xpored from rica). Mass immigration

countries; the pulling ahead of urban China relative tothe Americas in the wake of native populations
. pufing . decimated by European diseases was also a major
to rural China and India; and the

_ ) “hollowing out”of ¢, ctor The legacy of the colonial period has
the middle class in Eastern Europe. modern echoes in the persistence of inequality
What's Going on Here? within countries and the variation in economic

Getting to the bottom of rising inequality is a complex performance between countries.



Global Income Distribution, 1988 and 1993 The only exception to this is the Asian economic
Percentage of World Income “miracles” that achieved very fast growth rates in
Percentage of 1988 1993 Difference, the post-1973 period.

world S 1988-93 The Golden Age also saw falling inequality within
population : . - :

most countries. Domestic policies were infused by
Top 1% 9.3 9.5 0.2 theideas of Keynesian economics that focused on
Top 5% 31.2 337 25 creating “full employment” and high levels of
Top 10% 46.9 50.8 3.9 aggregate demand via low interest rates and demand-
Bottom 10% 0.9 0.8 -0.1  side policies (such as unemployment insurance and
Bottom 20% 2.3 2.0 -0.3 income assistance). These domestic policies were in
Bottom 50% 9.6 8.5 -1.1 asupportive international context based on stability
Bottom 75% 259 223 3.6 and cooperation through the creation of new
Bottom 85% 410 371 3.9 institutions (the United Nations, the IMF, the World

Bank and the GATT). This period was also one of
“decolonization” with efforts by new states to develop

International trade and capital movements—Tradgrough industrial strategies and import-substitution
flows played a substantial role in the rise of VenicBolicies.

(as a city-state), Portugal, the Netherlands ang contrast the post-1973 “neoliberal order” has seen
the United Kingdom as dominant maritime powergyych slower rates of economic growth amid rising
in their respective eras. Each expanded afifequality. Cornia and Court (2001) reporting on the
consolidated trade networks (through coercivgssults of a project on international inequality find that
force if necessary) in a manner that providedraditional” sources of inequality - land concentration,
markets for European producers while importingrhan bias, inequality in education do not explain the
items that were not locally available. rise in inequality over the past two decades. They
Technological and institutional innovation-find that rising inequality is strongly lined to neoliberal
Advances in Western technology vis-a-vis the regblicy reforms adopted in industrialized transitional
of the world in terms of military might, shippingand developing countries alike. In particular they
capacity and industrial production contributed tbighlight:

the ascendancy of the Western powers. Since
1820 technological change has advanced at a
much more rapid pace than ever before.
Institutional structures such as banking, credit,
property insurance and corporate forms of

organisation also played a significant role in the when the needs of the poor are not taken into

growth of C?p'tal'St economies. . ~consideration. High interest rate policies to curb
These factors in part attest to the dynamic of capitalist jnflation and maintain the confidence of foreign

development but also highlight a significant role played inyestors also adversely affect the domestic
by the state in facilitating internal development and  economy.

colonial expansion. From Crown financing of early
Portugese “trade missions” in the 15th century to
countless infrastructure projects to the role of
government in the advance of the Asian tigers this
has been the case. Non-market institutions such as
legal structures and central banks have also played
an important role in economic development.

Source: Milanovic (1999)

Tight fiscal and monetary policies - IMF
adjustment programs to stabilize inflation and
reduce budget deficits have generated recessions
and poverty surges. Cutting public spending to
reduce deficits is a drag on growth especially

Financial liberalization—Opening up to
international capital flows has caused growing
volatility in the form of financial crises particularly
since the mid-1990s (i.e. major financial crises in
Mexico, East Asia, Russia and Brazil).

Privatization of industrial assets : Ill-conceived
privatization programs have in many cases led to
the concentration of former state assets in the
The post-war period is the most relevant for policy- hands of former managers and a small financial
makers in assessing the patterns of global inequality. elite.

The Golden Age from 1950 to 1973 was a period Changes in labour market institutions - Reduced

characterised by faster rates of eCO‘nomiC grOWth regu'ation and emp'oyment protection’ erosion of
around the world than any other perlOd of hlStory. minimum wages, restrictions on collective

From Golden Age to Neoliberal Order



bargaining, lower public sector employment andataset provides results that do not support the
reduced public education expenditures have lednclusion that the “globalisers” did significantly
to more informal employment a declining wagéetter.

share of GDP and a growing wage gap betwe

<killed and unskilled workers. Ahumber of shortcomings suggest that Dollar and

Kraay are exaggerating their findings in ways that
Tax and transfer systems—Tax systems haaee misleading. They report growth rates of 3.5%
become more regressive through greater relianger year for the globalisers in the 1980s and 5.0%
on sales taxes while public expenditures hayeer year in the 1990s but these numbers are pulled
become less redistributive. upwards substantially because they are weighted by

Comparing the 1960-1980 period against the 198 opulation. Among the globalisgrs are Indiaand China
2000 period the Washington-based Center f e two most populous countries on the planet both

Economic and Policy Research looked at changesaEWhéCh h%ve hz;d very fast grow m rgtes n recem
economic growth plus health, education and oth Fca 1€S. , ased on an unweighte a"erage N €
social indicators for 116 countries. After sortin§ obalisers’ performance looks less spectacular: 0.5%

countries into five groups based on common starti §r yearin the 1980s and 2.0% per year in the 1990s.

points they found that economic growth rates for diloreover China and India are not exactly text-book
five groups were much lower in the second periochses of globalisation at least the sort promoted by
than the first period. Indeed the poorest group wethie IMF and World Bank. China and India have had
from average per capita GDP growth of 1.9% pemn export orientation but have also moved slowly
year from 1960-80 to -0.5% per year from 1980-200and strategically and both still maintain quite protected
The second lowest group dropped from 3.6% per yedomestic markets. China does not even have a
in the earlier period to less than 1% in the later periocbnvertible currency. Similar remarks can be made
The study also found that progress in health amgbout other “globalisers ” such as Malaysia, Thailand
education indicators was reduced for most countriemd Brazil. Indeed this is the lesson of the Asian
This empirical result is an indictment of the period dimiracle” economies all of which protected domestic
globalization of the past 20 years heavily characterisethrkets and had substantial government industrial
by the imposition of liberalisation, privatisation angolicies while pursuing export markets.

deregulation via IMF and World Bank StrlJCturathis iS in contrast to the experience of many Latin

adjustment programs. The authors note that thA?nerican and African countries that Dollar and

presents “a very strong prima facie case that SO'RFaay seem to write off as “non-globalisers.” Through

structural and policy changes implemented during the - -, 4 world Bank structural adjustment programs,
last two decades are at least partly responsible ALse countries have:

these declines. And there is certainly no evidence in .

these data that the policies associated with "ad their import markets forced open  thereby
globalization have improved outcomes for most low undermining local industries;

and middle-income countries.” been coerced to sell off their water, electrical and
telecommunications utilities to foreign investors
leading to unequal access and higher prices;
Recently the World Bank has gone on the offensive heen pushed to slash funding for social programs
to demonstrate that its brand of market liberalisation and imp|ement user fees for health care and
is good for the poor and does not contribute to edycation: and

inequality. Bank economists David Dollar and Aart
Kraay write that a group of “globalisers” have out measures that jacked up interest rates.
performed the “non-globalisers” in terms of GDP :
growth and that globalisation is good for the pooH1 other words the adherence of countries to

The group of “globalisers” selected is based 0ﬂructural reforms designed explicitly to increase their

increased trade to GDP and reduced tariff barrieriQFegr"’lﬁon with the world economy has in most cases
For each indicator the top 24 out of 73 developir%een qfailure. Yet Dollar and Kraay_argue that these
countries are chosen (but only nine countries ma guntries actually need more global integration.

both lists). In a critique of this paper Rodri (2001pollar and Kraay also conclude that “globalisation is
argues that Dollar and Kraay'’s selection processg®od for the poor ” based on their finding that on
biased and finds that a “clean” sample using the saaeerage the incomes of the poorest quintile grew by

[6]

The Empire Strikes Back

had to implement macroeconomic “stabilisation”



as much as the per capita growth of income. Theplace loans and IMF style conditionality should be
authors are again over-reaching in making sucheéiminated. Moreover debt cancellation would free
sweeping conclusion. That economic growth raises billions of dollars in resources currently allocated
the incomes of the poor is not particularly contentious payment of interest to Northern creditors.

among economists although there are also many casgficy makers would also do well to heed the lessons
where this has failed to be the case. Even at fagghe post-war Golden Age that combined national
value this study finds that growth has no impact QRdustrial policies with an international framework to
income diStribUtion, a contentious flndlng Wheth%romote economic development’ full emp|oyment and
globalisation and more specifically, IMF and Worldstapility. The result was high rates of growth, low
Bank policies lead to growth is simply assumed to g employment and falling inequality.

true. This has not been tested. Instead, the past two decades have moved in
The evidence above suggests that rising inequalttye opposite direction. Globalisation has been
comes in the wake of adjustment programs amdemised on the expansion of unregulated
financial crises and that the middle class might takearkets, privatisation and free capital flows.
the biggest hit as part of rising inequality (the pooregtorse still these policies have been imposed
do not have much to begin with). Thus measures tt@t countries that need loans in order to service
focus on the bottom quintile may be missing the refdreign debt and stay solvent with regard to the
action in terms of rising inequality. Other aspects afiternational financial system. The IMF and to
neoliberal reforms have led to rising expenditures alesser extent the World Bank essentially set
the form of user-fees, higher utility bills and regressiveconomic policy in poor countries leaving them
taxes, factors that clearly hurt low and middle incom@gependent on export of primary commodites
people more but that are not as easily captured in vl light manufacturing in maquiladoras, neither
statistics. of which leaves much income in the hands of
the poorest.

WTO rules go further by locking in neoliberal reforms
preventing countries from taking measures for
industrial development and building public sector
services and enterprises—measures that played an
important role in the development of already
” ) industrialised countries. But even rich countries have
political unrest and with lower levels of human abandoned these measures in favour of the neoliberal

capital developmen_t ar_1d civic coop_eratlpn. policy fashionAll over the world, inequality has
Moreover, many studies find that countries with been growing as an inevitable result of a free
greater equality grow faster, other things being market system

equal.

Conclusions

What is clear from the evidence is that global
inequality is growing and that in the context of
a global economy this is undesirable. Research
indicates that higher levels of inequality are
associated with higher levels of crime and

Rectifying the situation calls for radical measures as
Redistribution from rich countries to poor countriegadical as the post-war Bretton Woods system was
needs to come to the forefront of the agenda of thiethat time. In the wake of the Asian crisis, a great
G-8, the IMF and the World Bank. To date “aid” igjeal of thinking occurred about a new “international
synonymous with loans often tied to purchase of googigancial architecture” but proposals for reform have
and services from the donor country. Increasingbfnce fallen off the table. A fundamental rethink of
private sector investment is being touted as a panag@@rnational institutions—the IMF, World Bank and
as rich countries fail to live up to commitments ofy/TO in particular is still in order. If not another aspect
allocating a mere 0.7% of their GDP to overseast globalisation—the globalisation of protest and

development assistance. Governments need to gi&istance will continue to grow in accordance with
serious: aid-budgets should be increased, grants shqidhg inequality.

(Marc Lee is Research Economist in the BC office of the Canadian Centre for Policy Alternatives)

Courtesy : Canadian Centre for Policy Alternatives, Ottawa



The Rise of Global Corporate Power

By John CavanagHhDirector)and
Sarah Andersor{Fellow), Institute for Policy Studies

There are 40,000 corporations in the world whose Greece. Mitsubishiis larger than the fourth most
activities cross national boundaries. These firms ply populous nation on earth: Indonesia. General
overseas markets through some 250,000 foreignMotors is bigger than Denmark. Ford is bigger

affiliates. Research by the Institute for Policy Studies than South Africa. Toyota is bigger than Norway.

(IPS) indicates that the top 200 global firms accoupt
for an alarming and growing share of the world's
economic activity.

The combined sales of the world's Top 200
corporations are far greater than a quarter of the
world's economic activity. Our calculations
Two hundred giant corporations, most of them larger indicate that the Top 200's share of global
than many national economies, now control well over €conomic activity has been growing rapidly over
a quarter of the world's economic activity. Philip the past decade. In 1982, the Top 200 firms
Morris is larger than New Zealand, and it operates had sales that were the equivalent of 24.2% of
in 170 countries. Instead of creating an integrated the world's GDP. Today, that figure has grown
global village, these firms are weaving webs of to 28.3% of world GDP.

production, consumption and finance that bring The Top 200 corporations' combined sales are
economic benefits to, at most, a third of the world's bigger than the combined economies of all

people. Two-thirds of the world (the bottom 20%  ¢qntries except the biggest nine. That means,
of the rich countries and the bottom 80% of the poor they surpass the combined economies of 182

countries) are left out, marginalised or hurt by these g ntries. If you subtract the GDP of the big
webs of activity. nine economies: the U.S., Japan, Germany,

The IPS has conducted detailed analyses of theFrance, Italy, the UK, Brazil, Canada and China,
changing nature of global corporate power for over the combined GDPs of the other 182 countries
adecade. This new report uncovers an alarmingis $6.9 trillion. The combined sales of the top

acceleration in corporate concentration in individual 200 corporations is $7.1 trillion.

sectors and in the overall power of the largeat The Top 200 have almost twice the economic
corporations in the world, and new data on the job- clout of the poorest four-fifths of humanity. The
destroying activities of large firms. world's economic income and wealth remain

The most alarming finding is that as corporate Nighly concentrated among the rich. Indeed,
concentration has risen, corporate profits have &ccording to the United Nations, some 85% of
soared, yet workers and communities are getting athe world'g GDPis contro!led by the richest fifth
shrinking piece of the growing pie. Figures from ©f humanity; only 15% is controlled by the
Business Week chronicle the explosion of corporate Poorestfour-fifths. Hence, the poorer 4.5 billion
profits and CEO salaries between 1990 and 1995 Pe0PIe in the world account for only $3.9 trillion
in the face of stagnating workers wages. The dollars of economic activity; this is only a little
Economic Policy Institute's newest State of Working ©Ver half the combined revenues of the Top 200's
America reinforces these findings: median family $7-1trillion.
income fell over 1% a year between 1989 and 1994 The Top 200 corporations have been net job
after four decades of expansion. destroyers in recent years. Their combined global
Top 10 Findings employmentis only 18.8 million, i.e., less than
0.033% of the world's people. The world has
1. Of the 100 largest economies in the world, 51 just over 5.6 billion people. Of these, around
are corporations and only 49 are countries. Wal- 2.6 billion are in the workforce. Hence, the Top
Mart- the number 12 corporation - bigger than 200 employ less than 0.75% of the world's
161 countries, including Israel, Poland and workers. Ofthe world's top five employers, four



are U.S. (General Motors, Wal-Mart, PepsiC8. When General Motors trades with itself, is that
and Ford), and one is German (Siemens). If one free trade? One-third of world trade is simply

includes the public sector in these calculations, transactions among various units of the same
the U.S. Postal Service is the world's biggest corporation. This figure has remained steady for
employer, at 870,160, roughly 160,000 more the past few years, and is higher in certain
workers than GM's 709,000 workers. countries. Two-fifths of Japanese exports, for
example, are intra-firm. For manufacturing

6. Not only are the world's largest corporations , ; ]
exports from Brazil, the figure is 44%.

cutting workers, their CEOs often benefit
financially from the job cuts. Atotal of 59 of thel0.The Top 200 are creating a global economic
Global Top 200 are U.S. firms. Of these, nine apartheid, not a global village. The top eight
laid off at least 3,000 workers in 1995 (AT&T, telecommunications firms, for example, have been
Boeing, Lockheed-Martin, BellSouth, Kmart, expanding global sales rapidly, yet over ninetenths
Chase Manhattan, GTE, Mobil and Texaco). of humanity remains without phones. Television
Even worse, the CEOs of these nine made ads for AT&T and GTE give the impression that
millions of dollars in the increased value of their the telecommunications giants are bringing the
stock options after announcing the layoffs. world closer together. And yet while the top
Indeed, on the day that the CEOs of these nine eight firms in this sector enjoyed sales of $290
firms announced the layoffs, the value of the stock million in 1995, 90.1% of all people live in a
options of their nine CEOs rose to $25,218,819. household that is not connected to a telephone

7. Japanese corporations have surpassed U.Sl.'ne' Likewise in the financial sector, when banks

corporations in the ranking of the Top 200. Six °20astof the new ease of global banking, they fail
of the top 10 firms are Japanese; only three are to mention the d'ﬁ'_CL_"“eS most Pf the world's
from the U.S. Ofthe Top 200, the 58 Japanese people _fgce in obtaining even z_;lfuny loan. Clqse
firms account for almost 39% of total sales, while to 4.8 billion of the world's 5.6 billion people still

the U.S.'s 59 firms account for only 28% of total live in Coﬁm”‘es wherg the average per capita
sales. The vast majority (186) of the Top 200 gross national product is less than $1,000 a year.

are headquartered in just seven countries (Japan,Only a handful of these people have access to

the U.S., Germany, France, the UK, the credit from transnational banks. This is despite
Netherlands and Switzerland). South Korea and € fact that the 31 banks in the Top 200 have
Brazil are the only developing countries to break cOMPined assets of $10.4 trillion and sales of
into the Top 200. more than $800 billion.

8. Half of the total sales of the Top 200 are in tradin ’onclusion

automobiles, banking, retailing and electronic§ hese findings offer a clear picture of the rising
The concentrated economic power in these amegqualities in the U.S. and the world between those
other sectors is enormous. In autos, the top fivého benefit from expanding corporate activity and
firms account for almost 60% of global sales. Ithose who are being left behind. This inequality,
electronics, the top five firms have garnered ovéneled by accelerated corporate concentration,
half of global sales. And, the top five firms haveleserves to be a central issue in the political debates
over 30% of global sales in airlines, aerospacef this period. This report stands as a challange to
steel, oil, personal computers, chemical and th@th major political parties to address growing
media. inequalities and the economic forces behind them.



From New Economy to Siege Economy:
Globalization, Foreign Policy, and the CEO Agenda

By Jeffrey E. Garten

We tend to think of United States foreign policy asulnerability. Not long ago we talked about a New
the result of a formal process - the product diconomy. Now we are looking at the possibility of a
diplomatic rounds, bilateral discussions, and officigbiege Economy.

negotiations. But a substantial part of U.S. foreig
policy always rests on the overall milieu in Washingto
at the time.

The geopolitics of anti-terrorism will substantially alter
{he prospects and paths of American corporations.
For most chief executives of American companies,
In the 1990s, that environment was heavily weighta#le new crisis presents issues never before faced: a
toward commercial interests. There was the push falt to the headlong, liberating globalization of the past
the North American Free Trade Agreement, thgvo decades; more regulation of company activities,
establishment of the World Trade Organization, & home and abroad; and the reintroduction of military
blizzard of other trade agreements, an emphasis @id other noncommercial considerations into
strengthening relationships with emerging marketgmerican foreign policy.

and a vigorous effort to prevent financial crises from

spreading beyond local economies. Most O(f:hlef executives of American multinationals would

Washington's economic assistance to other natione™M 0 be perfectly placed to team with Washington

was designed to bring about liberalizing economignd the other governments of the free world in
reform. In short. the U.S. had created a g|0bar|e|nvent|ng globalisation to address the challenges
outward-looking f;Jreign policy environment. ahead. Within their own organisations, they have had

o ) o ) to address many of the social, economic, and
This liberating spirit became synonymous with th@eopolitical issues that we used to relegate to

term globalization, and U.S. multinational compani€goyernment. Their companies have been increasingly
were partners with Washington in promoting thige|iant on diverse, global work forces. Their profits
variant of globalization. Corporate leaders sided Wltaepend less on extracting raw materials than on

the administrations of George Bush (the senior) arPﬁ'ining and sharing knowledge among educated
Bill Clinton. Backed by a majority of the U-S-populations of workers and consumers.
Congress, they fought together to level the playingngerstanding the limits of command-and-control
field for global business, waging successful campaigigsnagement in decentralised organisations, corporate
for greater liberalization of trade and finance, MOrRaders would appear well positioned to become the
deregulation, and increased privatization of statgjnq of "business diplomats" the world now needs, as
owned enterprises. it seeks to develop coalitions to fight a war that takes
Now, the fight against terrorism will dominateplace on a myriad of physical and virtual fronts.

American foreign relations for the rest of the Bus . o
administration, and probably beyond. It will influenceﬁnfortunatew’ CEOs of American multinationals have

everything from domestic civil liberties to economicShown themselves .l;)nl\.’;'.'”m? anc: un_ablg to shoulc:le(z)r
policy to our choices for allies abroad. This new focﬁ?sfe new rgspor;& ttes. in mberwkemmg SI‘\(/)'_mj ‘
represents a sharp discontinuity from the outlook leT executives for my recent book, The Mind o

the last decade. Washington will likely back a differerf'€ CEO. I discovered that while most of them wanted
kind of globalization - one focused less on th1P play a more statesmanlike role, they felt they had

opportunities for expanded commerce than Jieither the time nor the mandate to do so to any great
addressing the many holes and vulnerabilities in &Xt€nt- They felt under too much pressure to meet
open economic system. Instead of knocking dowfiarterly eamings targets to do much besides focus
barriers, our new war, of necessity, will place mor@n their knitting. Now, however, they have no choice.
controls on banking, movement of people, angéptember 11 - and ensuing events - are rebalancing
technology exports. The emphasis will be not olhe relationship between the public and private sectors,
reducing the control of government, but on enhanciri%rcmg a negotiation of interests unlike any seen since
it in a wide variety of ways. "Homeland security"Vorld War II. Having spent the last decade and more
says it all - domestic-oriented, restricted, more closédtémpting to make the world safe for globalization,
than at any time since World War I1. In place of afultinational CEOs must now participate in a broad,
ethos of liberation will be a philosophy of control. IPngoing effort to make globalization safe for the
place of a spirit of opportunity will be a feeling ofworld.



The Changing Context able to sustain adequate attention to macro-economic
Once the initial burst of patriotic fervor subsides, the rol_JIems that aff_ect the world economy, to the
etriment of U.S. firms that have gambled so much

is a risk that the direction of U.S. foreign policy an ¢ q int tional A
the interests of American multinationals will diverge9n astrong and open International economy. s we
nter a global recession, for example, a number of

At a minimum, much more tension will exist betweelT . L X .
merging-market economies in Latin America and

the two than existed before. During the last few . in trouble. including A tina. Brazil. and
decades, American companies have internationaliz g'a are In trouble, including Argentina, brazll, an
gouth Korea. Because they are not on the front lines

more than is generally acknowledged. Thei th inst t : th iri i
production, supply systems, sources of finance, Woﬂz ©waragainst lerrorism, these countries may no
ceive the attention they need. Yet if history is a

forces, and management are increasingly gIobgﬁ ‘e the fail ¢ id b
Many Fortune 500 companies now derive more th Ice, the tailre of one or more cou ecome

50 percent of their revenues from abroad; for mogf)ntagious, especially against the backdrop of a rapidly

of the rest, global diversification remains an importat).{Y?akemtr.‘g 9!02? econ_(t)rr|1y. Srllortt-ter_:r debt :ellef ?nd
objective. The Bush administration, though, is riveted, cTVENION IN the capital markets wit go 9” ysotar
quite reasonably, on national interests. U.S. CEQJ$ProppIng upthes_e faltenng economies, Iong-te;rm
will naturally try to align themselves with thedirect investment in emerging markets is slowing

administration. But they will not be able to completel)qown’ to_o ' |nd|c_a_1t|ng_that Fhe perils they_ pose to global
match actions with rhetoric, given their need to balan&&©nomic stability will exist for a long time.

interests in the U.S. with those outside its bordershese are not the only global economic challenges
The fact is, companies have much more interest limewing. The exchange rate system is more
an open world economy than in one focused grecarious than it has been in a long time; the dollar
increasing regulation. is overvalued, the yen is being held down by major
Japanese intervention that cannot last, and the euro
is still to be tested. Japanese banks are in increasingly
bad shape, putting more pressure on the global banking
system.

The trend away from economic openness and
liberalization will manifest itself in numerous

ways. Among the initial contextual changes
CEOs can expect is the increasing politicisation
of international economic policy. The U.S. will Trade tensions loom, too. Japan is looking for a
pressure the International Monetary Fund depreciating yen, but the U.S. and other countries
(IMF) and the World Bank to pump funds into  are not able to take a flood of imports from Tokyo.
countries whose anti-terrorism goals are China'sentry into the WTO isn't the end of the China
compatible with American goals. The World trade problem. There will be many challenges to
Trade Organization (WTO) is likely to admitnew China's policies within the WTO, and China will also

members, such as Russia, more quickly, even if play a powerful political role in championing the causes
they have not met the policy prerequisites that that developing countries have pushed, not very
China and other nations have had to achieve. effectively, for several years. (See "Profits and Perils

. . , _in China, Inc.," First Quarter 2002.)
Itis a certainty, as well, that Uncle Sam will promise

economic inducements to nations that cooperate Ainerica’s ability to lead the global economy out of
the fight against terrorism - incentives that may nétich quagmires may well be compromised by the war
have strong linkages to sound economic policies. TR8 terrorism. The G8, readily persuaded during the
|arge_sca|e aid packages promised recently Q@QOS toward liberalization by the Strength of the
Pakistan and Uzbekistan - countries that were k-S.'s hyper-strong New Economy, could well begin
disrepute with Washington just several months agdQ dismiss any new efforts as disingenuous attempts
are harbingers of what's to come. The U.S. is al§y Uncle Sam to offset the costs of America’s
bound to provide trade preferences for countries fi@Mmpaign against terror. It's one thing to share
the coalition (again, absent the policy reforms that iRtelligence information; it's another to change
past years were a quid pro quo for most-favore@Udgetary and monetary policies.

nation status), just as it has done recently for Columiigssts for Companies

and other Latin American nations as a reward for ) )
fighting drug lords. These and other changes in the global economic

environment will affect American firms directly and
Other differences between the interests aiidirectly. Companies will get less support from U.S.
multinational businesses and those of the governmejgvernment economic agencies, whose activities will
are likely to surface. There is a danger that, in itse distorted by the fight against terrorism. The
campaign against terrorism, Washington may not lR@easury and Commerce departments, which led the



successful battles for commercial diplomacy and traaeore care in traveling. All this is expensive, and will
liberalization, will begin to focus more on monitoringcause U.S. companies to stand out in ways that can
and surveillance of finance and trade with terrorisinly impair their competitiveness. (See "Security and
networks. The Export-Import Bank and the Overse&trategy in the Age of Discontinuity,” First Quarter
Private Investment Corporation will be preoccupie@002.)

with helping frontline states in the anti-terrorismeompetitiveness against corporate rivals from other
campaign, largely by gearing their lending andations with less foreign policy baggage could be
guaranty programs to companies integral 10 U.§yrther hindered if the U.S. imposes economic
foreign policy priorities, not global trade andsgnctions on other governments based on the needs
investment in ge_neral._ Itis hard to_belleve that thegg its anti-terrorism campaign. American companies
and other agencies will have the time and energy {8,q, for example, be prevented from operating in
pursue normal commercial goals. certain markets, or they might find trade in certain
The probable remilitarization of U.S. foreign policygoods and services curtailed. Conversely, companies
may also prompt a political backlash against the Unitedight be pressured by Washington to help with the
States, which could undercut corporate activitiesconomic dimension of building up weak states that
abroad. The situation may be similar to that faced liyeed terrorism - an activity that companies have
American firms overseas during the height of the Cokhied away from, since they see few commercial
War, when many embassies were the object of politida¢nefits.

attack, and military-to-military links counted more thanyisis-Bred Opportunities

commercial connections. The stationing of miIitargﬁI h ]
forces in Central Asia, the increasing interactioh€St the commercial consequences of the war on

between the Pentagon and its counterparts in varidG&rorism seem unduly dire, remember that crises can
countries, and the need to build up clandestir¢ catalysts for positive changes. Chief among them
intelligence capabilities all point in this direction. 1f&r€¢ the opportunities corporate America and
we align ourselves with repressive regimes abrodashington now have to build a stronger global
to achieve our ends, we would be opening the U.8/Stem-

and, by extension, its companies to hostility oBusiness and government should collaborate on ways
significant proportions. to re-energize global trade negotiations, taking

We should not underestimate the problems all of thfdvantage of the new spirit of cooperation between
can cause for American firms. Even beford® U-S. and the European Union, the two largest

September's terrorist attacks, in many quarte?'gd most powerful trading areas, which can make or
"globalization" was synonymous  with break the talks. Itwas_hear_tening to see the beginning
"Americanization.” To many, this had a positiveOf world trade talks in mid-November 2001. But

meaning: both terms connoted openness, opportunfi2ting them was the relatively easy part. Making

and a market orientation. But to otherstem succeed is another matter.

"Americanization" implied a harsh form of capitalismSurely, this is a time for a trade round that is aimed
one dismissive of local needs, environments, arfidremost at integrating developing countries into the
traditions.With the U.S. pursuing a high-profile global system. These negotiations must be mounted
military policy around the world, identification  quickly, have a simple agenda, and work on a tight
with "Americanization” is unlikely to help U.S. timetable. Now is the time for concrete progress that
firms, except in those nations that also find the will boost the world economy, not a five-year
very fabric of life threatened by actual terrorist marathon.

assault. Even if steps toward extending the benefits of an

At the least, American companies will bear reabpen global economy into the developing world prove
costs. High on the list will be the cost of securityhard to accomplish, American multinationals are so
U.S. companies are prime targets for terrorisnmeshed in the global marketplace that they have a
overseas - and it shouldn't be forgotten that Wadreat stake in working to prevent a rollback of the
Street and the very idea of world trade were specifeaconomic liberalization that has been achieved in the
targets of September's attacks. Firms will need tast 10 years. Perhaps the current crisis can be a
increase protection of their physical facilities (includingvake-up call for those who grew complacent during
the building of redundant capabilities), theithese last several years of prosperity, thinking they
communications infrastructure, and their people. Theyeed do little more than ride the waves of
will need to vastly enhance security checks of afjlobalization.

employees. American executives will have to takgp the one hand, American multinationals have to



push harder for liberalization of trade, finance, aneffort between the public and private sectors.

Immigration, even as the political headwinds IrO%EOs and top government officials should put their

strong_er. I.f they don'tdo this-_ifthey do not Ch"’“np'oﬂeads together to develop a strategy for economic
globalization - no one else will development that isn't simply a series of short-term
But on the other hand, multinationals will have to workolitical payoffs, but builds a solid foundation for
with governments to achieve the best balanararket economies to take advantage of the global
between openness and security. Business and flystem. There is a lot to do to strengthen international
public sector can collaborate, for example, omstitutions like the IMF, WTO, and World Bank, as
harmonizing important rules of global commerce, suckell as to develop new rules for cyberspace and
as antitrust regulations or intellectual property rightstronger systems for public health - to take the most
Improving the condition of communities in which theyobvious examples.

operate ought to be an integral feature of business?\ﬁ
strategy, not out of altruism, but out of self-interest i
promoting an environment that at least lessens tE
chance of becoming a political target.

o immediate measures can be enormously helpful.
irst, because foreign investment in developing
Suntries will fall as companies and institutional
investors shy away from all kinds of risk, we need to
For government and business, there is a vegevelop more mechanisms to provide political risk
compelling case for collaborative action. Withouinsurance - something that used to exist but was being
underestimating the life-and-death importance afhittled away as the world seemed to be getting safer
successfully combating terrorism, we should naind as the role of governments was diminishing in
forget that economic development and progress - afidance. Second, there ought to be an acceleration of
the economic ties among nations that reinforce thegfforts to strengthen corporate governance of all kinds
- are at the heart of what most societies care abourom implementing sounder accounting to protecting
A long war against terrorism that ignores olnvestors. In an atmosphere of risk, such mechanisms
undermines that will be counterproductive andnhance investment flows, and every little bit will help
probably unsustainable. If economic conditions do nefow.

improve for most of the people of the world, the kinQIN

of global capitalism that has allowed industrial nations ashlngton need; to be prep.ared tp make
. : considerable new investments in multilateral
to prosper will cease to exist.

_ _ institutions, a departure from the more aloof stance
We are closer to that breaking point than we hayge administration evinced during much of its first year.
been in a long time, given the diversion of effortamerican businesses ought to be not just highly
toward rooting out terrorism around the world.  sypportive of but involved in this effort; for example,

A Cooperation Agenda providing ideas about how they and the World Bank

. . can work more closely together to get effective
Government-business collaboration can take Makfy estment into developing countries

forms, from the grand to the particular. There are,

for example, some technical fixes that can help ke&pth business and government should rethink their
the global commercial system from unnecessariRD”tical approach to globalization, aiming to add a more
grinding down. CEOs and government officials ougHtumane element to it, with more emphasis on
to join forces to streamline enhanced custonffvironmental cooperation, education and training of
inspections, to impose as few obstacles as possibld#n-U-S. work forces, and the creation of social safety
the global commercial logistical system. They can degts in less-developed countries. These policies -
this with certain embedded technology that allowdescendants of the Marshall Plan programs we

government officials to inspect cargo long before guUpported in Europe after the close of World War Il
crosses borders. - will not by themselves eliminate terrorism. But the

. - harsher capitalism that has been spreading around
Executives and officials also should cooperate g \yorid is not compatible with the need for political

;ecurity issues relating to the natio_n's informati_ogupport for globalization. At the heart of everything
infrastructure, an area where national securitys he need to build a system of commerce that makes
commercial interests, and such social concerns stmany people as possible feel they have a chance

privaqy all overlap. Th? _entire p(_)licy of homelang,, 5 petter life within the system that is evolving.
security, dependent as it is on taking into account the

workings of the national economy that we s&€tme try this another way: Some three weeks after
frequent|y take for granted - the System O‘fhe September 11 attaCkS, the Financial Times
transportation, Communications’ the pub“c healtﬁditorialized that"theills Ofthe WOI’|d'S pOOI’ reSUItEd
infrastructure, etc. - also needs to be a collaboratif®m too little globalization, not too much.” This is not



completely right. Globalization is not an end in itselfrethought and revised, a U.S. foreign policy broadened
sustainable globalization is. CEOs and developetleyond commercial considerations - raises the
world officials alike would be remiss were they notjuestion of what specific role American global CEOs

to acknowledge that certain effects of globalizationught to play in today's marketplace and society.

have clobbered emerging markets time and again i The Mind of the CEO, | underscored the intense
the last several years. Even before mid-Septembggmsetitive pressures under which corporate leaders
increasing attention around the world was paid to thgyerate. and the difficulty they themselves identify in
downside of an integrated world economy. There [gdertaking broader roles of leadership in society. In
no question that globalization has widened the 93Re \vake of September 11, this tension has become
between rich nations and poor nations, and betweglan more acute. The economic climate has
rich and poor within countries. The troubles of todayeterigrated badly, putting excruciating pressure on
- and tomorrow - will be concentrated in thosen,ny companies' performances. Business leaders'
segments of the world that are falling further anfl st concerns will be how to manage their operations
further behind. It was tragic enough from a socigh 5 sharply different global environment. They might
and moral perspective to live in a world of thesgyqjde that even under the best of circumstances,
Wlden_lng _dlspa.rltles. But now it holds a tangiblgna \yar against terrorism will be a long one, and that
security dimension, as well. the uncertainty created will require serious adjustments
So more attention must be given to the impoverisheid,their operations. Aside from the immediate security
and a better way of helping them move up theoncerns, they may rethink everything from the
economic ladder, than has been to date. Antiranagement of their global supply chains (is it wise
globalization demonstrators highlighted the problento rely on just-in-time inventory deliveries when the
because many of them were avowed anarchists global logistical system is subject to disruption?) to
freelance troublemakers, it was easy to dismiss théife pace of their global diversification (should it be
concerns. But the fact is, many Third Worlds|ower or faster?). They will need to reevaluate their
governments were becoming increasingly troublegyility to assess political risk and to engage in
too, even before September 11. Their concemns cangghtingency and scenario planning, as well as their
be addressed by either government officials Qfympetence to deal effectively with a government
corporate leaders acting in isolation. that is edging into a wartime footing (to be sure,
American CEOs further have arole to play in pressinggmpanies' Washington offices will become more
Washington not to neglect policies that Wer@mportant).

strengthening globalization before September 11, a . o :
that are still crucial for the future. A major case ir?ﬂe public framework for globalization, however, is

point is our relations with Mexico, much of which@t & delicate crossroads. It is tempting to say that the
were turning on more cooperative ties regardinig? of shaping a sustainable form of globalization
people flows. It is hard to envision political support ifPelongs to the world's governments. To an extent
Washington for more liberal immigration policiesthat's true, but governments alone cannot do the job.
today. But sooner, rather than later, we will need fbhey don't have the long-term global perspective,
have them, even in the context of stepped-up vigilangelent, or experience - nor do they touch people in
We may need to take some detours, to be sure, ykry facet of their daily lives. As the leaders of
we have to get back on the right road. companies that help shape how people live, what they
We must continue the effort to shore up the globaly, and what they think, business executives can
banking system, well beyond the new push againstd should help in the conceptualization of a new
money laundering. Similarly, we can't forget the negglaradigm of globalization - and in the execution of
to rethink intellectual property laws in the context opolicies predicated upon it. CEOs would do well to
changes wrought by information technology (Napstefemember that they are the major champions -
type issues), new global diseases (pharmaceutigrhaps the only true backers at this time - of
issues), and the human genome (who owns the secigbbalization. If they are not out front supporting a

of life?). In other words, the fight against terrorismyeyised, sustainable globalization, no one else will be.
as important as it is, cannot subsume the multitude of

thorny questions that must be resolved if a gIob«l:{I1 the _short term, President Bush'may needgbusmess
economy is to operate efficiently and humanely. council, made up of the country's most enlightened
CEOs, to meet with him and his cabinet to discuss

these kinds of ideas before patterns are too far along
The changing context for economic activity 1o reverse. The administration, focused on the step-
government-business cooperation, globalizatiooy-step escalation of the war on terrorism, cannot do

CEOs in the Siege Economy



the necessary planning as well by itself. In the endre developing among states. New coalitions could
moreover, a successful foreign policy will requirdoe formed among other nonsovereign actors, too -
significant cooperation from American firms. Theybetween corporations and environmentalists, for
are, after all, the instruments of economic productioexample. An essential aspect of any rethinking of
investment, and employment, and the source gfobalization is to factor in the new politics.

technologicgl innovation. When it comes to such issug§iper longer-term issues exist for corporate America,
as the environment, labour standards, and humgiaricular. At a minimum, to contend with the newly
rights - key components of foreign policy these daygcognised pressures of globalization, corporate
- the objectives of the U.S. cannot be fully achieveg aiegy, leadership development, and management
without the reinforcing actions of Americanaining need to be revised along the following lines:

companies. School d busi o duc

: . chools and businesses must focus on producing
A Different Kind of War broad-gauged leaders who can run companies that
That broader conceptualization of the war against are profitable and progressive agents of change.
terrorism ought to begin now. During World War I,
everything was naturally subordinated to winning the
military contest. But even as the war was waged, a
parallel effort was made by the U.S. and Great Britain
to lay the groundwork for a strengthened global Corporate governance must be reformed to
economy. And when the war was over, attention was Pecome less CEO-centric, in order to manage the
turned to building what became the Bretton Woods €Xtraordinary and growing complexity inherentin
system. More than a billion people now live in peace Multinational companies today.

and prosperity on four continen_ts because of theqow that there are many views about how long
foresight shown by those leaders in the throes of waq deep the American campaign against terrorism

Today we are fighting a different kind of war. Althoughwill be. Many people express skepticism that the U.S.

today's world economy has not been nearly s@n sustain this unprecedented kind of war. They say
disrupted as the 1940s economy was, the antitat we will be back to near normal in six months or

terrorism campaign will create a host of new and as-year. | don't think so, but we are in the realm of

yet-unforeseen complications. This may well be theonjecture.

time for the Bush administration to take the lead i

launching a rethinking of the ways that the globa lobalization through a different lens. The same

ngt?c?p?;}t/i OC: r;fbae nslj:ﬁggshoefn:ri.e:?c;zsbsliogéé% annels of transportation and communi(_:ation that
ought to be central. opened the glc_)bal economy to trgde and investment
have opened it to terrorism of different forms. We
The case for a new model for the world economyre yulnerable, and vulnerability unchecked will create
rests in part on the reality that economic systems g@certainty that can undermine economic progress.
not exist in a political vacuum. In the 19th centuryypless it can be overturned, an overpowering sense
Britain ruled the seas, and its capital markets ang exposure impedes the spread of democracy,

free-trade stance were the linchpins of the worldecause societies under threat lean away from liberty
economy. In recent years, the U.S. has been thg4q security.

world's sole superpower, and it too has wielded

disproportionate clout over economic globalizationS0 the big issue is not whether globalization will
But this latter system was fraying, even beforgroceed; it is too powerful to stop. The big issue is,
September 11. Something is wrong when we have ¥éat kind of globalization? What should be the new
many recurring financial crises around the worldaradigm, because, one way or another, there will be
Something is wrong when so much seems to depedide? Can we make it safer? Can we make it more
on the unpredictable spending patterns of Americdrumane and hence more attractive to a broader
consumers. Now, a new political alignment seems wariety of countries? American government and
be emerging. There may be a new recognition thAtnerican business leaders both have an enormous
America cannot always act alone. New coalitionstake in the answers.

Undergraduate and graduate schools must train
business leaders who can understand geopolitics
as well as finance and marketing.

hatever happens, however, we will look at

(Jeffrey E Garten is Dean of the Yale School of Management. He was the Under Secretary of
Commerce for International Trade in the first Clinton Administration. He also writes a monthly
column for Business Week.)



Privatisation's Tidal Wave

IMF/World Bank Water
Policies and the Price Paid by the Poor

By Sara Grusky

In July 2001, the World Bank approved a new $11hd sanitation and to force privatization of water
million structural adjustment loan for Ghana. Befortilities.
disbursing the loan, however, the Bank forced t

government of Ghana to implement seven “priglr%e Bank argues that developing country

. . ) ) governments are too poor and too indebted to
actions,” including a requirement to “increas

I . bsidize water and sanitation services. World Bank
electricity and water tariffs by 96 percentand 9 . o
. . , Structural adjustment loans and water and sanitation
percent, respectively, to cover operating costs.

loans routinely include conditions requiring increased
The effort to attain “full cost recovery” is acost recovery, full cost recovery or “economic
prerequisite to privatization. Private companies wapticing” for water services.

to operate systems where consumers meet the : :
: ese requirements mean that user fees paid by water
expenses of running the systems and pay enoug!

, nsumers must cover all water system costs, which
for company profits, too. . . :
usually include the costs of operation, maintenance
Pressured by the World Bank, the government ahd capital expenditure, and sometimes the cost of
Ghana planned to lease the Ghana Water Compamyvicing past utility company debt.

to two multinational water companies to proVid‘f—lowever increased consumer fees for water can

urban water service. The World Bank included water
make safe water unaffordable for poor and

privatization as one of many conditions that .
determined the extent of Ghana’s access to twélnerable populations, however. AS water becomes

portfolio of loans in the World Bank’s Countryn;:.)lre COSHK and less accfeshsmle, Wom(fan ‘?‘lnd
Assistance Strategy (CAS). children, who bear most of the burden of daily

household chores, must travel farther and work
In May 2001, a broad coalition of groups in Ghanlarder to collect water — often resorting to water

responded by forming the National Coalition Againgtom polluted streams and rivers. Families are forced
the Privatization of Water (National CAP of Water)to make trade-offs between water, food, schooling
which is committed to conducting a broad campaigand health care.

to ensure that all Ghanaians have access to safe.iang World Bank and the IMF often impose

affordable water. : " .
increased cost recovery conditions in order to
Rudolf Amenga-Etego of the Integrated Sociamprove the economic viability of water utilities so
Development Centre and one of the founders of ttieat they will be more lucrative for private sector
National CAP of Water, says most people in Accliavestors. In many countries, World Bank officials
do not earn the minimum wage of less than US$have concluded that public sector ownership of the
day, while a significant number have no regularater utilities is too costly and inefficient while the
employment. In April 2001, the average price for sale of water utilities and other public enterprises
bucket of water, which used to be 400 cedis, waan provide quick resources to service developing
raised to 800 cedis (US$1 equals 7,000 cedis)dountry debt.
gggggi\r’]wth the Bank's rqulred prior action for“E(J‘fective water resource management requires that
g the structural adjustment loan approve : .
inJuly; water be treated_ asan e_conomlc_g_ood, the World
Bank asserts on its website, explaining that “private
Cost Recovery and Privatization participation in water and wastewater utilities has
gﬁnerally resulted in sharp efficiency gains, improved

The Ghanaian case is representative of : . . ) o
: . . . service, and faster investment in expanding service.
increasingly common policy recommendation of the

World Bank, along with the International MonetanStructural adjustment loans and water and sanitation
Fund (IMF), to increase consumer fees for watéwans contain conditions requiring privatization,



including service contracts, management contradsrvices to urban slums, small towns, and villages.
or leases with private sector “internationalndeed, the poorest urban dwellers, whose plight is
operators.” The multinational corporate water sectoited as a reason to keep water in the public sector,
is highly concentrated, including such large companigst no service at all from subsidized utilities. Many
as the French companies Vivendi, Suez anmdust buy water at a high price from private tanker
Bouygues, and the Texas-based Enron. Of the fitracks.”

companies who bid for Ghana’s water system, e . , _
ut privatization critics say the Bank’s calculus is
of them, Suez and Bouygues/Saur, have annual sqles
: o , awed on numerous grounds.
figures significantly larger than Ghana’s 1999 gross
domestic product. First, higher prices for water mean the poor have to
The Price Of Access To Water use less or go without. In Ghana, for example, price
increases have already forced many poor people to

World Bank officials argue that increased costut down drastically on their use of water. People

recovery and privatization will actually expandften go to public places to fetch water for free or

access to clean water and sanitation. “Where pulfiar a token fee, and children spend a lot of time

delivery fails, the World Bank Group supportgetching water and carrying it back to their parents.

private entry,” Bank officials explain in their poIicyThe University of Ghana, which has adopted the

paper on urban water and sanitation. “We adviseg . ; . ;
. o : ilosophy of “struggle alongside the people,
and assist countries in developing regulato . : o
. L : ermits community members to use the university’s
frameworks and in designing viable, clea
. . . : water. People travel from all parts of Accra to the
transactions that reconcile the interests of investars.

and consumers, and recognize the needs of the polcj)w’versny tofetch water.

Public health officials recognise that serious health

In many developing countries, large proportions gfq oo imposed by the lack of access to clean
the population are outside the limited “grid” of th

ined - ion of the inf Svater, including transmission of water-borne
pipe water system. Xpansion o t ein rastruCtUffs e ases such as guinea worm, cholera and other
is a key need. In the meantime, neighbourhoo

o q " q q arrheal ilinesses. The World Health Organization
villages and communities are dependent on othgln 1e more than 2 million deaths annually from

sources for c lean water such as private water t‘Em%i‘;r‘zirrheal diseases due to lack of access to adequate
trucks. Buying water from tanker trucks general%ater and sanitation services

costs more than paying fees for piped water, often _ _ _
much more. Those who cannot afford treated waté SOuth Africa, water charges imposed in 1999
must depend on streams, rivers, lakes or shalld@fced some poor people in Kwagulu-Natal to rely

hand-dug wells. Some households or communiti@8 Polluted river supplies for their water. Public
develop “illegal” hook-ups to the piped watehealth officials trace a 2001 cholera outbreak, which

system. has killed dozens, to the water pricing policy.

The World Bank contends that, with higher paymeri@ Latin America, cholera has returned to the
from consumers, private companies will have drPntinentafter being absent for nearly a century.
incentive, as well as the revenues, to extend pip@saddition, increased consumer fees for water may
to those relying on water trucks or unclean sourcegso hurt those who are not even part of the formal

“In many countries, middle-class consumers pa/v},ater pipe system. In many countries, private tanker

subsidized rates that shift the financial burden of tII\é‘Ck operators buy water from the public water

water they use — and often waste — to thidfility. Increased wholesale water prices trickle down

government,” argues John Briscoe, head of AR the poor.

World Bank’s global water unit. “Public sectorWhat is often referred to as “leaks” include illegal
providers waste water, too, typically losing 40 thook-ups and other informal survival strategies used
50 percent of their volumes through leaks and thefty the poor. Thus, World Bank policies to reduce
Costs are inflated, as utilities often employ more thdleaks” can actually reduce poor people’s access
twice the staff of an efficient operation. This bleedintp water, since households with “illegal” hook-ups
of money leaves governments unable to expanthy end up having to pay for services.



Finally, there is little evidence of the multinationatesponsibility for “structural” issues such as the
water companies’ commitment to expanding servicgtivatization of state-owned companies. In countries
especially to poor communities where the ability tawwhere IMF loan conditions include water
pay increased fees is limited. Instead, therivatization or cost recovery requirements, there
multinationals, which have only recently started thestre usually corresponding World Bank loan
major moves into developing countries, have quickbpnditions and water projects that are implementing
racked up very poor social and environment#éhe financial, managerial and engineering details
records. In Indonesia, Suez and Thames Water hagquired for “restructuring” the water sector. But
both been charged with tampering with watdMF structural adjustment documents are more often
pricing. In South Africa, protesters claimed that Sugriblicly available than those from the World Bank,
was taking excessive profits, grossly overchargimgaking it easier to search IMF documents, despite
for its services, and leaving the municipality unabline Bank’s lead role in this area.

to pay its workers a living wage. Saur (a subsidiam

‘B i< alleqed to h de the | eneral, itis African countries and the smallest,
of Bouygues) is alleged to have made the argeSt&fcg)rest and most debt-ridden countries where loan

12 bribes that are the subject of various investigatio&g cuments reveal IME conditions on water
into corruption and political pay-offs in the World

Bank-furded Lesotho Hiahlands Water Proi (%:ivatizationand cost recovery. Water privatization
ank-funded Lesotho Highlands Water Project [s cost recovery provisions are attached to loans to

“Falling for AES's Plan?” Multinational Monltor,JuneAngola, Benin, Guinea-Bissau, Honduras,

1999]. There are many other cases. Nicaragua, Niger, Panama, Rwanda, Sao Tome and

World Bank officials and citizen groups in developing’rincipe, Senegal, Tanzania and Yemen.

countries would probably agree on one poinihe |MF has different categories of loan conditions
however: Water sector reforms_ are needed. Curr_th corresponding degrees of leveraging power.
water management systems in many developifgyformance criteria are the most influential IMF
countries, especially centralized national watgfnditions in that loan disbursements (known as
utilities, have not been able to provide safe anghnches) can be withdrawn or allowed to proceed
affordable water to the population. However, thgased on compliance with performance criteria. The
World Bank’s proposed solution, increasegyr water privatization conditions are primarily
consumer fees and privatization, responds mored@yctural benchmarks. Structural benchmarks
concerns about fiscal deficits and foreign debt thatk,ence the overall “grade” the IMF attaches to a
to citizens’ need for safe, affordable water, S&%untry’s performance, but they are not, in-and-of-

critics. Citizens’ groups like the Ghana National Cajpemselves, conditions for withdrawing or advancing
of Water propose alternative solutions such a855n disbursement.

decentralized community/municipal partnerships

continued government subsidies as well as innovatyer the countries on the receiving end of IMF water
financing schemes, and citizen involvement arf§andates, crucial decisions about water privatization

oversightin locally managed water systems. ~ nd costrecovery may be made by Fund officials
negotiating with key government leaders behind

The Water Privatization Push closed doors and without the knowledge or consent

Despite reason for skepticism about watd¥ citizens. Neither the IMF and the World Bank
privatization and increased cost-recovery schem&8r borrowing governments are obliged to publicly

the World Bank and IMF are pushing full-steanglisclose information during loan negotiations. Once
ahead for these measures. a loan agreement is signed and approved by the

IMF's Executive Board, some of the loan conditions
Areview of IMF loan documents in 40 countries - are made public in “Letters of Intent” posted on the
reveals that, during 2000, IMF loan |MFswebsite. The World Bank s currently revising
agreements with 12 borrowing countries jts information disclosure policies. Presently, the
included conditions imposing water privatization conditions attached to World Bank structural
Or cost recovery requirements. adjustment loans are rarely publicly disclosed.

In the division of labour between the IMF and thgager, and sometimes desperate, government
World Bank, it is the Bank that has primaryeaders will often adopt IMF policy



prescriptions in order to secure the resources privatizing water resources.
necessary to avoid an immediate financial

crisis Ghanaians have also mounted protests against the

World Bank’s water privatization push in their

In March 2001, the IMF announced that it wouldountry. Public outcry over alleged bribes that
streamline the scope of its conditionality anahfluenced the bidding process forced the Ghanaian
withdraw from the area of public enterprisgovernment to deny an initial contract to Enron/
restructuring and privatization. The IMF claims tha#zurix, and start the bidding process all over again.
in the future, water privatization will rest in theNational CAP of Water observers say the bidding
domain of the World Bank and other multilateraprocess continues to be closed off from public
development banks. This may reduce opportunitissrutiny, however.

for_ public input even further, as most StrUCtur"’lhformation from World Bank officials suggests that
adjustment documents for World Bank loans '®M3fe Government of Ghana, acting under the advice
secret. of the IMF and the Bank, has decided to lease the
But the institutional division of labour Ghana Water Company to two different
notwithstanding, the policy mandates are unlikely t@ultinationals and has demarcated the districts that
change. World Bank loan documents show increasetl comprise the markets of each of the corporations
cost recovery requirements for water servicégto project “A” and project “B.” Project “A” has
imposed in loans to Tanzania, Mozambique ariéiceived four bids so far while project “B” has
Uganda. received five bids. However, four out of the five
corporations have bid on both projects, which
means that a total of five transnational corporations
Struggles against the privatization of water suppliégive placed bids to date. National CAP of Water
have already erupted in a number of countries. vas vowed to mobilize public opposition to the
Bolivia in 1999, the government responded tprivatization plans. The coalition is planning a national
structural adjustment policies of the World Bank bynarch against water privatization in Accra, Ghana
privatizing the water system of its third largest citgn November 10.

Cochabamba. The government granted a 40-yg@Eanwhile, allies of citizen groups such as the

concession to run the debt-ridden system t0&,qrdinadora in Bolivia and the National Cap
consortium led by Italian-owned International Wat€§s \n/ater in Ghana are working to block a

Limited and U.S.-based Bechtel Enterprisgyniinyation of the Bank and IMF's water
Holdings. The newly privatized water companyyiyagization frenzy. In the United States, groups
immediately raised prices. Although the minimuni o Results, the 50 Years is Enough Network,
wage stood at less than $65 a month, many of ig,palization Challenge Initiative and Essential
poor had water bills of $20 or more. Water collection otjon (a project of Essential Information, the
also required the purchase of permits, whichyplisher of Multinational Monitor) are

threatened the access to water for the poor%%tveloping draft U.S. legislation that would
citizens. obligate U.S. representatives to the IMF and

Mass local opposition in Cochabamba coalesc¥orld Bank to oppose any loan that mandates
in the Coalition in Defense of Water and Life, knowiiCreased costs to poor consumers for clean
as La Coordinadora, which demanded the watéfinking water.

system stay under local public control [See “Thg version of the legislation, which is modeled
Fight For Water and Democracy,” Multinationakgter similar enacted legislation restricting user
Monitor, June 2000] After weeks of |ntenSQeeS for primary health or education, is

protests, in April 2000, La Coordinadora won itaxpected to be introduced in Congress soon.

demands when the government turned over control

of the city's water system, including its $35 rniIIionTurnlng the tide of the water privatization trend is

debt, to the organization and cancelled th%ssential,says Rudolph Amenga-Etego of Ghana.

privatization contract. La Coordinadora achievetiVater issues are too important to be left to
the first major victory against the global trend oflecisions by government and foreign creditors like

Fighting For Water And Democracy



the World Bank,” says Amenga-Etego. water fees was enacted in June as a result of

Countries must be permitted to find their own 'MF and Inter-American Development Bank

solutions and to keep water provision and sanitation PlICIES:
in the public sector, he says. In May, IMF and World Bank policies mandated

“We need to deve|op a national response to the @ 95 percent increase in consumer water fees in
contractionary policies of the IMF and examine new Ghana.
options for financing our water sector reformsinan |, Tanzania, a World Bank water project

equitable and socially responsive manner,” Amenga- proposes: “enhancing” commercial water

Etego says. operations by “gradually raising [the] water tariff
“With abject poverty and the lack of to a level that compares with the long run marginal
employment opportunities that characterizes cost.”

Ghana and many other developing countries
it is not in the national interest to privatize
water. Water should be regarded as a social
service with government bearing the primary
responsibility for its provision.”

" Now, similar policies appear to be beginning to creep
into the industrialised world. Recent tax cuts and
growing needs make it unlikely that water and
sanitation infrastructure will receive the public
subsidies sufficient to maintain operations and hold
Double Standards And The Boomerang the line on water charges. According to the U.S.
Effect Water Infrastructure Network (WIN), an additional
The United States and other industrialised countri&g3 billion per year investment — over and above
have long recognised that government investmegtgrent expenditure levels —is needed in the United
in water and sanitation services yield substantigtates to meet environmental and public health
benefits to public health, social equity, thénandates, and to replace aging infrastructure. Relying
environment, and the econoryealthy countries  just on utility rate increases will cause consumer bills
provide a range of government subsidies for to double or triple, according to WIN.

water and sanitation services. In the United
States, the federal Clean Water Act and the
Safe Drinking Water Act mandate subsidies for
water and sanitation services.

As a result, cash-strapped municipal, county and
regional water system managers will likely have to
face hard choices, including the temptation to sell

the utility to private corporate investors.
But U.S. and other rich country representatives _
on the boards of the |MF’ World Bank and MeanWh"e, new rules proposed for the World Trade

other multilateral development banks often Organization services agreement may help private
push contrary policies on developing countries, investors access government subsidies and may help
forcing them to accept reductions in f0 ease the entry of foreign private corporate
government subsidies for water and sanitation, investors in the water service sector.

increased consumer ffees for.l.v.vater, and The policies of water privatization and increased cost
corporate privatization of water utilities. recovery faced by citizens in developing countries
Recent examples include: may soon begin to hit home in the United States and

In Nicaragua, a 30 percent increase in consunfdfer countries.

(Sara Grusky is co-director of the Globalization Challenge Initiative, which supports citizen's
groups in developing countries struggling against undue interference from foreign donors
and creditors, particularly the IMF and World Bank.)

Courtesy : CorpWatch India



Water Profiteers
By Anjali Kamat

Chennai--Mathur, a village in Tiravallur districtingroundwater. The Madras Metropolitan Area
North Chennai, is the site of a 15-year struggléroundwater (Regulation) Act applies to areas
against rapacious groundwater extraction. Thwtified under the act. In these areas, free extraction
perpetrators are private companies supplyirgf groundwater is permitted only for domestic uses.
drinking water to the water-starved southern city &Xxtraction for any commercial activities requires a
Chennai. The Chennai-based State Ground apermit from the competent authority. Because this
Surface Water Resources Data Centre has declafad failed to check groundwater exploitation,
that the groundwater in the Mathur area has alredégislators have introduced a new bill aimed at
been 'overexploited.' strengthening the Act and widening its scope to cover

Chennai, though, remains perennially thirsty. It waB0re villages.
not always this way. Historically, the city's watelVater Business Thrives Amidst Scarcity

security was ensured by a network of tanks thighe g1-India market for packaged water is between
stored rainwater and recharged the groundwaigfs million (Rs. 8 billion) and $21 million (Rs. 10
aquifers that serve as the primary sources of Walfiion) and is growing at the rate of nearly 40 per
for the city's 6 million people. This network has longea per annum. Even though it accounts for only 5
since fallen into decay. Most of the watersheds aB@rcent of the total beverage market in India,

waterbodies have been built upon. What remaijganded bottled water is the fastest growing industry
has been turned into cesspools of garbage, sewgg@e beverage sector.

and plastic wastes. . . . .
P While the single largest share in the mineral water

According to the Central Ground Water Authoritymarket might still belong to an Indian brand -- Parle's
more than 80 percent of the city's groundwat@fs million (Rs. 2.5 billion) Bisleri brand has a 40
resources are already being tapped. The walghcent share -- multi-national corporations are not
scarcity in the metropolis reaches crisis proportioRs, hehind. Nestle and Danone are vying to purchase
every summer. For the multimillion dollar packagegis|eri, and Pepsi's Aquafina and Coke's Kinley
water industry, though, this situation is what rings ifrands have been extremely successful in edging out
the profits. Over the last several years, water-starvgghny of the small and medium players to buy-outs
Chennaiites have paid nearly $10 million (Rs. 5064 exclusive licensing deals. In less than two years
million) to private water companies for 3.7 billiongjnce its launch, Aquafina has cornered 11 percent
liters of potable water each month to augment th the market and Kinley has almost a third of the

inadequate supply delivered by the state-ryfarket. News reports indicate that other MNCs
MetroWater. like Unilever are also eying the market.

More than 200 legal and 400 illegal water packagingrently, Kinley is being manufactured in 15 bottiing

units operate in the city and its surroundinggyants across the country and according to Coca-
according to the South Indian Packaged Drinkingg|a India President and CEO Alex von Behr, Coke
Water Manufacturers Association (SIPDWA). Byyad invested Rs. 4,000 crore in India between
sinking deep borewells running powerful pumps iBntering the market in 1993 and December 2001.
their small plots of land, water packaging companiggapy says that Coke expects a significant portion of

have managed to willy-nilly privatize entire aquiferg,r tumover to be accounted by pure water business.
of common groundwater resources. Communitig

until recently self-sufficent for water are now on th owivet[], as Eon-gtoverr;(mental softtJrr]cis ct)pts_e rvet,
edge of desperation as their water security is bei SPite the Inherent weaxknesses of Ine ACL 115 1o

compromised to serve the interests of the consum act but the lack of political will to implement its
in cities like Chennai provisions that has resulted in the collapse of the

city's water supply. Violators are seldom brought to
The State Response book, and almost never punished severely enough
In 1987, the Tamilnadu Government legislated t® discourage them from mining common
conserve what's left of the metropolitan areagoundwater resources again.



Take the Mathur village, for instance. In 1990water and minimize wastage.

Mathur was listed as a notified area under the,gineers from the Tamilnadu Pollution Control
amendment to the 1987 Groundwater (RegulatioBharq concede that under the circumstances, figures
Act. .T.hat meant that all commercial aCt'V't'e§eported by the industry are likely to be gross
requiring groundwater would need to securggerestimates. Even the conservative figures
permission from the competent authority. Severghjared by the industry indicate that packaged water

mineral water companies, including brandnames sUghiis waste anywhere between 15 and 35 percent
as Polo, King and Acqua, which operated borewes ihe water they draw from the ground.
in Mathur were required to obtain a permit from th§

competent authority to continue extracting water oca Cola, for instance, sources a bulk of its Kinley

their bottling units. Despite protests from the loc rand of bottled Wa}ter from M\./R 'V“”e“'?" Water,
communities, the companies took no action aricfontract bottler with a factory in Athur village, 40
continued to iliegally extract groundwater llometers from Chennai. The bottler reports that

132,000 liters of groundwater are extracted each

In 19_95’ M.P. Palani, President of the_ M_athur \ﬁ"agaay. Of this, only 100,000 liters are used for bottling
Residents General Welfare Association, sued t rposes. The remainder -- at least 25 percent of
bottlers for illegal extraction of water and demand e water arawn _is discharged as effluents or lost

compensation for the depleted groundwat% other processes. Virtually every packaged water

resources. By the “m‘? the case was taken upc'(gmpany has externalised its costs to communities
1999, more than 60 private companies supplyi

b k ks had sunk additional il 'Yich as those in Athur and Mathur--communities
water by tanker trucks had sunk additionat} eQ?tLlathave been forced to contribute to the profits of

wells in Mathur. these companies by involuntarily compromising their
Subsequent to a court order prohibiting groundwaigter security.

extraction for commercial purposes in the area, t

bottled water companies shut down. But illega
extraction by other operator continues unchecked. 5 million quarter-liter packets at 2 cents (Re. 1)
According to Palani, 30 private companies supplying €ach

water to Chennai by tanker trucks continue tb 75,000 1-liter bottles at 20 to 25 cents (Rs. 10
operate from Mathur. to Rs.12) each

Palani has filed yet another case against the tanked 00,000 12-liter cans at 38-63 cents (Rs. 18 to
companies for illegally drawing and selling Rs. 30) each

groundwater from Mathur. The proposed 25,000 20-25 litre bubble-top containers from
amendment to the 1987 Act may strengthen the act,80 cents (Rs. 38) upwards

but the steps taken by the Government to check the g 000 water tankers carrying 12,000 litres each

water crisis are too little and too late, villagers say. 4t $15-$19 (Rs. 700 to Rs. 900) per tanker.
"The authorities can easily control this kind of illeg

extraction even under the existing law if they reall ource: South India Packaged Drinking Water

wanted to. . . They are just not trying hard enough." Manufacturers Association)
Rather than restore the community's access to their

_ groundwater resources, state governments across
Independent observers say that the permit systgya country are succumbing to pressures from the

of water is fundamentally flawed because no meagigyan and rural consumers to pay the real costs even
exist to independently verify the quantity of watefoy grinking water. Meanwhile, companies like Coca
drawn by companies. Even worse, in the absengga, pepsi, Parle, TEAM and Nestle seem likely

of accurate data as to who is drawing how much§ haye unhindered access to free water from the
is virtually impossible to ensure efficient usage Qfyound.

ennai's Water Market

Precious Water Wasted



We Are Not Alone

Asia one director's home when it became clear that the
. . . company was not going to pay any of the $5.5 million
Sri Lankan Hospital Staff Launch Sick Note owed to sacked staff. The firm has been placed into

Campaign receivership with debts of more than $20 million.

Over 25,000 attendant_s, lift operators, cooks, CIeani_Workers claim the company traded, despite its
workers and other ancillary staff in Sri Lanka’s publigyqo|yency, by using accumulated staff entitlements.
hospitals called in "sick" on December 17, d_emand'”ﬂwose employed for more than 20 years stand to lose
a7,000-rupee (3US70) uniform allowance, improveflanyeen $40,000 and $75,000 in outstanding holiday

training, and permanent positions for 5,000 casuagy, long service leave and other benefits.
workers. Thousand of workers joined a lunch-hour

picket outside the Health Ministry head office ifQueensland Construction Workers Strike
Colombo. After Worker Dies

Some surgery was postponed and cleaning, fo@tilding workers in Brisbane and the Gold Coast
supplies and other hospital services were affecteglked off the job after 27-year-old scaffolder Darren
by the protest. The hospital workers union may callwest plunged five floors to his death on December
nation-wide strike if the government does not medis. The accident occurred on a construction site at
its demands. the University of Queensland's St Lucia campus.

Pakistani Teachers and Medical Professionals 'Nitial investigations indicate that too much weight
Demonstrate Against Privatisation was put on a swing stage, causing the scaffolding to
collapse. Workers are demanding safety harnesses

Teachers, students and medical professional$pe provided for work on such platforms.
demonstrated on December 12 outside the Sindh

Provincial Assembly building in Karachi againscarbage Collectors Strike Over Safety

government plans to deregulate health and tertiageventy garbage collectors in Brisbane struck work
education. The provincial government has establishgdl December 17 over safety concerns. One worker
‘governor boards' to operate hospitals and universitiggas recently trapped inside a garbage truck for over
a move expected to lead to austerity measures ag@minutes when the pickup arm of the vehicle hooked

job cuts. onto an overhead power line which then fell across
Retired Teachers Demonstrate in China the truck.
Against Wage and Pension Cut Brisbane City Council signed an agreement with a

Around 100 retired teachers demonstrated diW garbage contractor (Environmental Solutions) in
December 11 in Pizhou, Jiangsu province, againsggoz and introduced a new line of trucks. While the
20 percent reduction in public servants' wages aghicles can collect recyclable and non-recyclable
pensions. Recent changes in policy require t{paterial, the pickup arm is longer than on the older
Chinese government to only cover 80 percent of thIcks. Since they were introduced, the new trucks
payments, with local authorities responsible for thBave become entangled in power lines more than a
remainder "if and when" their budgets permit. ThBundred times, threatening workers with

Pizhou local government claims it cannot meet trectrocution. There were only 16 such incidents in
expense. five-and-a-half years with previous vehicles. Workers

L , ... held arally to discuss the issue and then marched to
The demonstration is the first report of opposition tfhe city council chambers

the recent sweeping restructure of public servants'
wages in China. Paper Mill Strikes Ended

Australia and the Pacific Production workers at the Kinleith pulp and paper
_ - _ mill at Tokoroa returned to work on December 12

Australian Shop-fitting Workers Picket Over  gger 4 two-day strike. The 292 workers had walked

Entitlements off the job for 48 hours over a collective employment

Two hundred and sixty five workers sacked bygreementand company restructuring plans that will

Melbourne shop-fitting company, 'Trollope,slash the 730-strong workforce by half.

Silverwood and Beck began protest action ofhe Engineering, Printing and Manufacturing Union

December 16 to demand payment of theiiEPMU) announced that it has agreed to consult with
entitlements. Employees established a picket outsigfanagement on the job cuts.



The EPMU later filed a case at the Employment Coufihe conductors have been involved in the dispute for
on December 19, claiming the first group of 4&irtually the whole of 2002 and struck work on
workers who have received redundancy notices h&cember 21, 23 and 24, followed by another strike

been treated unfairly. on New Year's Eve. Conductors employed by 'Arriva’
Europe are today the lowest paid in the country.

German Public Sector Workers Hold Strike Africa

Over Pay Zambian Hotel Workers Take Action Over

On December 17 public-sector workers in Germar1§a|a"y Arrears

took nation-wide strike action in an ongoing disputéambian hotel workers at the Chainama Hotel sealed
over pay. Workers have held sporadic strikes sinodf the gate to the hotel on December 16 demanding
December 5. payment of their salary arrears. The arrears since

The action involved members of the Public Servick?97 exceed K300 million ($US61,220). Former

Workers' Union, Verdi, and has affected targeted!Saka Province deputy minister, Sonny Mulenga,

services such as public transport, education and ref@¥ns the hotel.

collection. The industrial action led to the cancellatioActing chairman of the staff union, Davies Mulenga,
of hundreds of flights and long traffic jams.said the workers had sued Mulenga over the arrears,
Kindergartens, hospitals and rubbish collectiobut he failed to honour the court order. The staff union
services were also disrupted. then appealed to the labour office, which issued a

UK Firefighters Union Threatens Further directive to Sonny Mulenga in October 2002 to pay
Strikes in Pay Dispute the workers within three months.
Speaking of the failure to follow up on these directives,

Firefighters in the UK will hold two further 48-hour Mulenga said, "we want to know if Sonny Mulenga

strikes in January and February 2003 in their ongoin o .
dispute over pay. The union said that the dela wou'éj’ above the law." He said the hotel records for
P pay. y ebruary-October indicated that the hotel had made

allow for talks to continue between themselves, t o - .
employers and the conciliation service ACAS. t18485,140 million ($US99 million). "And only last week

we had a function and K78 million [$US15,900] was

The FBU originally called for a pay increase of 4Qealised as down payment but still he can't pay us,"

percent in order to bring the basic pay of a fullpe added.
qualified firefighter up to £30,000 a year. The . : N
employers and the government outrightly rejected th&amb'an Medical Research Workers in Sit-
demand, leading firefighters to go on strike twice i own Strike

November 2002. Members of the Medical Research Council Workers

The announcement by the union follows the releas&ion (MRCWU) in Gambia began a sit-down strike
of the Bain Inquiry into the pay and conditions of" December 12, following the suspension of union
firefighters. The review has been widely condemnd§ders by the MRC management. Barring the
by firefighters, as it claims that any pay increase h@§tPatient clinic, security and the laboratory, work

to be self-financed by a slew of changes in working®Me to a standstill in all other departments at the
practices. ajara headquarters.

Railway Conductors in Northern Englandto 1 he dispute began when the MRCWU protested
Continue Strike Action against the ban on cooked food being taken into MRC

wards by patients' relatives. The management then
Railway conductors employed by 'Arriva Trainssuspended the union leaders, for organising a protest
Northern' will continue their strike over the ongoinghat was labelled an “intervention in matters of clinical
pay dispute following the breakdown of talks betweegnd professional judgement.” Meanwhile, similar sit-
the Rail, Maritime and Transport Union (RMT) andjown strikes were taking place in other MRC
the company. branches across the country.
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