CHAPTER 15

Global Society In
the New Millennium

he meeting at the United Nations in 2003 was the most momentous since

Ocrober 25, 1962, when American Ambassador Adlai E. Stevenson con-
fronted USSR Ambassador Valerian Zorin publicly over the evidence of newly-
emplaced Sovier missiles in Cuba. Now, on February 5, 2003, U.S. Secretary of
State Colin Powell was before the UN claiming evidence of newly-emplaced
weapons in Iraq. “The gravity of this moment is matched by the gravity of the
threat that Iraq’s weapons of mass destruction pose to the world,” Powell
intoned. The threat ranged from nearly completed nuclear bombs o anthrax.
Powell held up before the assembly and the worldwide television audience, a
small vial of white powder, which he said corresponded to the amount of anthrax
that had shut down the U.S. Senate during the terrorist attacks of September
2001. Yer, he added, the amount of anthrax Iraq was suspected to possess
amounts to many thousand times the volume of the small vial displayed.

Powell's presentarion was intended to gain widespread internarional supporm for a
U.S. invasion of Iraq to disarm the narion’s dicrator, Saddam Hussein. The effect
was not as intended. Soon after Powell's presentation, and for months and years
afterward, international journalists, securiry analysts, and academics dispured and
eventually disproved all of Powell’s allegarions. The Unired States invaded Iraq
withour UN support on March 20, 2003, bur no weapons of mass destruction
were ever found.

The invasion's effects remains a profound turning point in global political
dynamics. After the invasion of Iraq and reduction of its society to chaos, radical
Islamic movements accelerared in some parts of the Middle Easr and Asia. Lefrist
candidares opposed by the United States such as Hugo Chavez in Venezuala and
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Q44 CHAPTERIS  GLOBAL SOCIETY IN THE MEW MILLENMIUM

Evo Morales in Bolivia enjoyed elecroral success. Perhaps most significanrt for the
second decade of the rwenry-first century, the expense of wars in Iraq and Afghani-
stan, in combinarion with military acrions in Pakistan and Libya, became parr of a
mounting U5, deficit that produced a downward spiral of economic recession that
came to affect Europe and Asia deeply. Global military spending would rise by
nearly 50 percent berween 2001 and 2011, with half of thar spent by the United
Stares alone. Global public debr, which had increased ar a steady rare of roughly a
trillion dollars a year in the late rwentieth century, was sharply affected by the U.5.
dive into major war expenditures in 2003, after which global debt began to accu-
mulare ar a rate of abour 3 rillion dollars a year; in 2011 it reached abour 43 rrillion
dollars, of which abour a quarter belonged to the United States. By 2011, these
dynamics had joined with debt crises in Europe and in Japan, as well as slowed
markets for goods from exporting countries such as China and the Philippines, to
create a global economic crisis. The effects were economic constriction in the devel-
oped counrtries, and lost opportunities for growth in developing countries.

Two Worlds on One Earth

In the indusrrialized areas of North America, Europe, Australia, and parts of Larin
America and East Asia, the condition of human life changed dramarically during
the twentieth century. At the beginning of the century, the industrialized world
was connected by telegraph wires, rudimentary telephones, and steamboars and
steam engines. By the end of the century, diesel engines, the automobile, electric
trains and trolleys, jediners, digiral communicarions, and space shurtles had trans-
formed this world. Public sanitation and warer management was already well
developed by 19 and continued to be refined. Fertilizers, insecticides, and
mechanized farming produced surpluses of varied, nurririous foods.

In the industrialized world, epidemic disease had been vanquished before a
third of the twenrieth century had passed. Grear advances had been made in
ameliorating common heart diseases and in curing or controlling some cancers.
By the end of the century, the entire human genome had been mapped, opening
the possibilities of rechnological intervention to end cerrain genertic defects or o
use generic marterial ro cure disease. Industrialization had reached a point—
particularly in MNorth America and Europe—where workers enjoyed unprece-
dented productivity, safery, and convenience, with lower working hours, high
wages, and retirement benefits. Housing was sufficient and safe. In this world,
there had been an information revolution. Computers, high-speed phone lines,
and wireless and satellite communications permirted all bur the poorest inhabi-
tants to have constant access o news, educational informarion, personal conracts,
and entertainment. Most important, this world continued w generate capiral for
further invesrment and for research and development. Its plentiful educational
institurions assured continuing disseminarion of new knowledge and continued
applicarion of new rechnologies.
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TWO WORLDS ON ONE EARTH 445

Bur a large portion of people sharing the earth did nor live in this world.
They lived in a world in which human and animal labor were still the basis of
agriculrure, and elecrricity and motor vehicles were unusual or unreliable. In
their world water supplies were contaminated by bacteria, and sanitation sys-
rems were rare or poorly managed. The same infecrious diseases thar had been
all bur banished from the industrialized world siill killed a majority of humans
in this other world in the same way and ar the same rare as they had done
centuries before.

Agriculture in much of this world was inefficient or uncerrain, particularly in
rimes of drought. Telephones were available, bur not on a universal, personal
basis as in the industrialized world. Enterrainment was limited to broadcast tele-
vision or the occasional cinema. When wage work was available, the pay was very
low and the hours were unregulared. A majority of children berween the ages of
five and fourteen were working for money needed for their or their family’s sur-
vival. There were few—sometimes no—Ilaws requiring safe working conditions or
safe construction of houses. When earthquakes, floods, or fires occurred, casual-
ries were ren or twenty times higher than they would have been if houses had
been built to withstand carastrophe. And this was a world without capital. In
fimes of famine there was relief from inrernational agencies, and sporadically
there was foreign aid for agriculrure or educarion. Bur most often the gifr thar
came from the industrialized world was a modern rifle or anriaircraft weapon,
given in the interests of the giver.

Class Stratification in the Global Society

Historically, societies have handled questions of class inequality in different ways.
Successful socieries have mirigared the ability of elites to prey upon and evenrually
destroy weaker or poorer majorities. They have also maximized access to greater
rewards for all in the society, so thar the most talented and most crearive will be
able to make timely contriburions to shared problems or oppormuniries. The least
successful societies have permirtted those who were born ar the top to retain their
privileges through contrived barriers to comperirion or ruthless exploiration of the
majority. How the global sociery will behave in the rwenty-first century is
unclear. It mighr appear thar the internarional organizarions thar are promoting
global economic stability and limiring environmenrtal deteriorarion would produce
a generalized improvement of life in all regions, whether they are rich or poor,
powerful or weak. Bur in the rwenrieth century, gross disparities in well-being
berween societies, narions, and regions grew sharper after the middle 1970s, and

the gap continues to widen in the twenty-first cenrury.

Mapping Disparities

In 1980 the Brandr Report, sponsored by the World Bank, underscored a strong
global division berween the North (North America, Europe, and industrializing
Asia) and the South (Central and Larin America, equartorial and sub-5aharan
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Riot police in Athens, Greece, confront protestors massed on the steps of Parliament in
June 2011. Widespread, prolonged riots across Greece protested demands from the Inter-
national Monetary Fund and the influential nations among the European Union—primarily
Germany and France—that Greek social programs for health, education, and support of
the unemployed be gutted. The debts of Greece are mostly foreign-owned, and some have
been commoditized by international firms. The EU and the IMF continue to work to avoid
a Greek default, partly by demanding further cuts in Greek social programs.

Africa, and Sourtheast Asia). The North was agriculturally productive, technologi-
cally advanced, and healthy, with good literacy rates. The South often struggled
to eat, had few modern conveniences, suffered from epidemic disease, and had
low literacy. Brandr quantified the difference in a way thar is now famous:
One-fourth of the world’s population lives in the North, bur they have four-
titths of the world’s income.

In a general way, the North/South dichotomy siill exists (if one excludes
Afghanistan and Bangladesh from the North and Australia from the South). Bur
it is probably maore pracrical to realize thar there are a small minority of the global
population who nor only control most of the world's income and investment bur
also have a standard of living thar is centuries apart from thar of some other
people. Most important, this straum of the global society does nor necessarily
follow the contours of narion-states. In most of the wealthiest nations there are
pockers of poverty where the standards of living are nor greardy different from
those in the majority of the world’s poor countries, just as in some generally
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poor societies there are pockers of grear wealth. The real issues are the factors thar
conrrol quality of life, length of life, access o educarion, leisure, and supporr in
old age. As a general rule (though there are exceptions), wealthier socieries do
better at providing higher levels and more widespread availability of these
benefits. For this reason, the distribution of wealth in the world is important to
understand as a background to understanding other disparities.

Defining Wealth and Poverty

The World Bank has established an internarional poverry line. This is based on
Purchasing Power Parity (PPP), which means thar instead of translating income
into an absolute currency unir (such as U.S. dollars), the income is weighed
against local prices and rates of inflation. An individual is poor, in the World
Bank’s view, when his or her annual income could buy less than whar abour
$500 could buy in the United Stares ar present. Since prices tend to be low in
the developing countries, this is calculated as being abour $456.25 a year, or
$1.25 a day. The percentage of the present global population thar falls below
that annual income line has been falling since 1990, primarily because of the

economic development of China, Indonesia and the Philippines. Bur ir is still

abour one-fifth, or abour 1.4 billion of the world’s 7 billion people. In case this
standard should be considered too conservarive, the World Bank also calculated a
more generous poverty standard, in which PPP was abour $650. Redrawing the
line, slightly under half of all living people fell below it. The corresponding aver-
age for all narions considered to be in the upper income ranks (thirty-three
narions plus Hong Kong in the World Bank’s study) is 526,000, This means
thar the rotal income of the world's poorest one-fifth is equal o 0.33 percent of
the roral income of the top fifth. Overall, abour one-seventh of the people on
earth receive 80 percent of its income, with a middle group sharing the remaining
20 percent, and the poorest one-fifth having essentially no income ar all.

Accumulared wealth is a different issue from income: Wealthy people are able o
save and invest money, whereas poor people must spend all or most of their income
o survive, In 2000 the Unired MNarions collecred its first comprehensive dara on
world wealth accumulation, and when the results were released in 2006 they
produced shock. The wop 10 percent of the world's adults controlled 85 percent
of its wealth, and the top 1 percenr alone controlled 40 percent of the wealth. In
contrast, the poorest half of the world’s adult population conmrolled only 1 percent
of irs wealth. The greatest collection of wealthy individuals was in the Unired
States, where accumulared wealth averaged $181,000. In India the average wealth
accumulation per adulr was 51,100, and in most of Asia and Africa adulrs owned
nothing ar all.

There is a loose correlation berween narional wealth averages and the number
of spectacularly wealthy individuals in any given society. There are about seven
billion people on the earth, of whom a thousand are worth more than one billion
dollars. Half live in the United Srates and Canada, while the rest are divided
berween Europe and Eastern Asia. Individuals worth more than $50 million

i p Rl L] Ia-uul. [ ol il (] -.-H..
_“F:: 1 .- L--I..- - .-H-I. u-lﬂ..lll.l -uup-n. K u’-.
il ] B vl Do i i l-*u_ i " FI - e e e, a1




A48 CHAPTERIS  GLOBAL SOCIETY IN THE MEW MILLENMNIUM

number abour 80,000 worldwide, and there are abour 24 million people whose
wealth amounts o berween one million and 15 million dollars. Abour 330 million
have a net worth of berween 5100,000 and one million dollars. This means,
globally, about 360 million people on the earth have wealth of more than
$100,000. At the other end, three billion people have accumulated wealth of less
than 510,000 each; of those, 1.1 billion have less than $1000 of accumulated
wealth. Bur these figures do nor precisely describe levels of well-being within
national sociedes. India, for instance, has 170,000 individuals with wealth berween
one million and fifty millions dollars, but it also has 307 million people who have
accumulared wealth of less than $1000. The United States, which has the highest
number of billionaires, today is far outranked in average adult wealth by
Swirzerland, Norway, Ausrralia and Singapore. The figures suggest thar societies
like India and the United States are marked by extreme disparities in the distribu-
ton of wealdh.

Is the gap—globally and within societies—in income berween the wealthiest
and the poorest becoming worse or berrer? This is difficulr for historians ro recon-
struct, bur studies suggest thar over the course of the last two hundred years, the
trend has been in one direction only. In 1820 the global income rario berween
the richest fifth and the poorest fifth was estimared at 3 to 1. In 1870 (thar is,
after the inirial industrialization of Western Europe and the Unired Stares) it had
risen to 7 to 1. In 1913, before the disintegration of the European empires, it was
11 to 1. In 1960, after the United States, Europe, and Japan had largely recov-
ered from World War 11, it was 30 to 1. In 1990, it was 60 to 1: in 2000 it was
75 to 1. These figures relating to imbalances in income can be considered in light
of the following regarding the human condition of the majority: Of the 7 billion
people on earth, 3 billion do not have modern sanitarion facilities. Abour 2 billion
do not have access to elearricity in their homes. Abour 1 billion have unsafe drink-
ing warer and inadequare housing, Slightly under 900 million have no medical care,
and slightly under 800 million are chronically malnourished.

Attempts at Global Coordination

From the 1990s, “globalizarion™ as a way of describing unprecedented fuidity in
the movement of people, money, and ideas around the globe has become a cliché.
The origins of globalizarion lay in the institutions of finance and economic devel-
opment put in place as the Second World War came to a close. The programs not
only made capital and expertise available to narions emerging from the ravages of
war or imperialism, bur also established rules thar allowed failing nations o be
disciplined by an international consortium. Over time, these institutions led to
the redistriburion of capital and the lowering of barriers to ade. The late twenri-
eth century experienced significant economic stimulation from theses changes,
bur in the rwenry-first century another side of the changes is being experienced:

Economic crises in one society can be quickly transmitted around the world,
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ATTEMPTS AT GLOBAL coORDINATION 449

while competition for markets and profits tends to drive living standards in the
direcrion of huge, poor majoriry.

The Militarized United Nations and Unpopular Dictators

Since is declararion in favor of universal human rights in 1948, the Unired
Marions has maintained a policy of humanirarian intervention, which has con-
sisted primarily of the movement of food and medicines into areas of crisis, and
help in the care and resertlement of refugees. Apart from a small security force,
however, the United Narions did not maintain troops in its early phase. Cerrain
international military interventons, such as thar in Korea during 1950 through
1953, could rake place under the remporary aegis of the Unired Nadons. Such an
arrangement was invoked after the leader of Iraq, Saddam Hussein, decided o invade
and occupy the neighboring kingdom of Kuwait in 1990 (see Chaprer 14). The
Unired Nartions officially approved of a military coalition to drive the Iragi army
out of Kuwait. The United Stares took the lead role, and the U.S. Congress made
its own declaration of war against Iragq. Nevertheless, the Persian Gulf War was
rechnically a war of the United Narions allies against Iraq.

Soon after the conclusion of the war in September 1991, a similar coalition
arrempted to resolve the ongoing civil war in Somalia to prevent millions from
starving. This operarion was not a success, and U.S. President William Jefferson
Clinton withdrew U.S. forces in 1993. Bur secretary-general of the Unired
Nartions Boutros Bourros-Ghali made the extension of humanitarian intervention
o military acrion official United Nartions policy in 1992. Soon after, a conflict of
international proportions broke our in the territories of the former Yugoslavia. In
1991 the state had in pracrice disintegrated, and the leader of Serbia, Slobodan
Milosevic, arrempred to bring all regions of the former Yugoslavia under Serb
dominarion. The UN forwarded a very limited milirary intervention which
depended on cooperation with Serbian forces to restore the peace. For three
years Bosnia and neighboring regions were ravaged by the fighting, until political
leaders of the facrions agreed to a peace serdement in 1995 thar awarded generous
portions of Bosnia to the Serbian forces. When the same general conflict spread
to Kosovo a few years later, the UN tried air strikes to force Milosevic to with-
draw his forces. When this did not succeed, the UN committed a2 substanrial
roop presence, bur negotiations concluded in 1999 with most Muslims and
Albanians driven from Kosovo, as Milosevic had intended.

UN military forces were mobilized again in 1999 to intervene in the worsen-
ing situarion in East Timor. In 1975 East Timor had declared independence
from Indonesia. The UN endorsed independence, bur the United States repudi-
ated ir, wary thar a communist government might be esrablished. With U.S.
endorsement, the Indonesian govern invaded East Timor and crushed the inde-
pendence movement. Under subsequent Indonesian rule, state terror and cor-
ruption were common. In 1999 the armed UN oversaw a referendum among
the East Timorese who voted for independence. Thereafter the UN governed

East Timor as it made the rransition tw “speci:al aumnum}r" within Indonesia.
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Subsequently a vore among the East Timorese again confirmed the popular
preference for independence, and in May 2002 East Timor became the world’s
newest—and instantly its poorest—narion. It was also the first nation in history
to gain its independence from the United Narions rather than from an empire
or former occupying nation-srate.

The owo experiments with armed intervention by the UN had conflicring
results. Serbian aggression under Milosevic produced most of the results he
desired—"ethnic cleansing,” or the removal of non-Serb popularions from central
Yugoslavian lands—and a grear deal of death and destruction before the combined
military and polirical interventons of the UN stopped the fighting. On the other
hand, Milosevic himself did not prosper. In 2000, he was vored our of the presi-
dency and was exrradited by the UN for trial ar the intemartional criminal courr in
The Hague, in the Netherlands. He died in custody in 2006 before his trial for war
crimes and genocide could conclude. In East Timor, however, refugees who fled
the fighting before UN intervention have reurned and there is no fighting. The
country remains dependent on Australia for its economic and industrial develop-

ment, parricularly management of its underwarer oil reserves.
The end of meaningful UN milirarizarion came in March 2003, when U.5.

President George W. Bush led a campaign—not endorsed by the UN and stead-

fastly opposed by key members of the Security Council—rto destroy the govern-
ment of Saddam Hussein. Though the Unired States acred in conscious disregard

of the United Nartions, the administration of President Bush was careful to con-
struct an ostensible coalition thar included Brirain and Australia and many more
symbaolic partners as fellow combarants, and to repeatedly declare thar lrag was
being punished for irs refusal ro disarm as it had been instrucred ro do by the
United Narions. Thus even a narional action thar seemed to represent an assertive
unilateralism was necessarily represented as a coalition on behalf of the Unired
Narions. The result was thar the UN and its military forces became meraphorical
rather than real.

The absence of UN military intervention and discrediting of unilareral U5,
acrion in the guise of an international coalition makes the rwenry-first century
markedly different from the rwentieth cenrury when it comes to unpopular dicra-
tors after Milosevic and Hussein. In the summer of 2011, popular protests against
political corruprion, heavy police control and economic stagnarion across North

Africa and the Middle Easr led ro the downfall of the governmenrs of Tunisia and
Egypt. The Egyprian case was particularly dramaric. Hosni Mubarak, who had
assumed the presidency of Egypr in 1981, was regarded internationally as a heir
to Nasser's legacy of secular government. He mainrained peace with lsrael and
was generally a supporter of the policies of the United 5States and the Unired
Kingdom. Bur ar home, he was regarded as a corrupr supporter of international
corporations, indifferent to Egypr's high unemployment rates, and reliant on
military repression. Less than a month after protests against Mubarak broke our
in early 2011, leaders of the military forced him from office. He was larer tried
individually for economic crimes such as shurting down the Interner, and he and
his sons were tried rogether for murder of protesters in Cairo.

i p Rl Lamnmy. & Ermiisl B o, e il i e n s, Lo o e, W, Vil
mma— “-u-:ll-p el e “d:::-m.l.liﬂmh:" k ‘.Ll -.-H" i dF:
il ] B vl Do i i B il b i iy l FI HES e e e, a1




ATTEMPTS AT GLOBAL coorDinaTion 451

The partern of the Mubarak overthrow was distinctly different from the par-
rern of the late twenrieth centmury. Neither the United MNarions nor the Unired
States intervened either to stop the public mayhem or o effect “regime change”
in the style of Iraq. And though he had been a supporter of U.S. policy,
Mubarak was not offered safe exile by the Unired States, as in the case of the
Shah of Iran in 1979. Instead, the public contest berween Mubarak and his public
ran its own course, and Mubarak was lefr to suffer wharever fare the new military
government decided to impose upon him. The change in dynamics was not
unnoted by government leaders such as Muammar Gaddafi (who was killed by
victorious rebels in October, 2011} in in Libya or Bashir Assad in Syria, both of
whom prosecured prolonged civil war against their domestic opponents—some
of whom are Muslim radicals—in the absence of UN or U.S. intervendon.

The IMF, the World Bank, and the Costs of Discipline

In the lamer twenteth century, the United States, Briain, France and Germany
were acutely aware of the need for economic development in narons who could
not floar a domestic debt big enough to address their needs, and could not be
considered good credit risks by other nations. This was the origin of the Interna-
rional Monetary Fund (IMF) and the World Bank, both chamered in 1944 (see
Chapter 9). The primary purpose of the IMF is to certify nations as worthy bor-
rowers. After loans are granred, the IMF provides oversight—or “surveillance™ as ir
is officially called—of the ways in which borrowers manage the exchange rates of
their currencies and their balance of payments. It artempts to keep currency values

orderly, and to prevenr lenders from suffering carastrophic losses if a borrowing
nation should collapse. During the first decade of the twenty-first century, IMF

loans—muostly to nations in Africa, Larin America, and Eastern Europe—dropped
o a low of $28 billion in 2006, but in 2011 the amount commited to loans is
roughly $280 billion, and the largest debtors are, for the first time in decades,
Western European—~(Creece, Portugal, and Ireland.

In the 1960s and 1970s the World Bank became an important participant in
financing plans tor agriculrural developmenr in Asia and Africa. The funds made
available, particularly by the United States, increased sharply, and in 1979 they
rose above 510 billion for the first time. This coincided with the energy crisis of
the 1970s, in which many poorer countries thatr did not produce oil were
squeezed by extraordinary energy costs. By the middle 1980s, the World Bank
had become a major consideration in the politics and policies of many narions.
The leading investors in the bank——the United Stares, Britain, France, West
Germany, and Japan—were concerned that many debtor nations were not man-
aging their economies wisely, and as a consequence would defaulr on their loans.
Through IMF surveillance and direcr pressure from the World Bank, debrors
were pressured to discipline their economies to raise their credir ratings. Measures
for discipline were called Special Adjustment Programs (SAPs), and they usually
featured devaluation of the currency o make the country’s products arrracrive
abroad and increase the repayment rime of domesric loans; raising interest rares
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to decrease domestic indebredness and encourage savings; trimming social
programs for health, housing, and education or making them private enterprises;
cutting back on environmental protections thar tend to raise the cost of resources
or restrict access; and financing industry as the first priority of the government.
All narions undergmng SAPs have suffered some discomforr, whether from
damage to the environment, the effects of devaluation on savings for educartion
or retirement, or sharply increasing privare costs of education and health care.
In some cases, these discomforts have been absorbed withour widespread suffering
and without destroying existing national governments. In other cases the eftects of
IMF and World Bank interference have been catastrophic and even deadly. Ecua-
dor, for instance, was a promising economy in the late 1970s because of its oil.
Bur officials of Ecuador's oil companies mismanaged and misappropriared the
income from the oil industries. The IMF required thar the Ecuadorian public

assume responsibility for the international loans upon which the oil execurives

had defaulted. Ecuador was forced 1o lay oft hundreds of thousands of workers
and ro nearly double oil prices. Ar the end of the twentieth century, Ecuador
had regained neither economic prosperity nor political sability. In a similar
case, loans provided to Tanzania in 1985 by a consortium of international lenders
were conditional on an IMF program demanding open trade, lower wages, and
extreme curs in health care and public sanitarion. By the end of the owenrieth
century, Tanzania's per capita income had dropped by a third, and the country
had shot to the top of the list of countries facing massive deaths (in Tanzania’s
case, over 1.5 million) from AIDS.

In 2000 Argentina was required by the IMF to instiute an SAP after it
defaulted on debr payments. Like Ecuador, the Argentine government was
required to pay off debts contracted by business executives. The Argentine gov-
ernment agreed to cut its budger deficit by 20 percent in a single year, and the
same percentage cuts were made in government assistance programs to the unem-
ployed (whose numbers were ballooning under the new austerity program). When
the public lost confidence in the economy and tried ro withdraw money from the
banking system, the Argenrinean government imposed strict rules on withdrawals
that lefr large numbers of citzens with no cash and companies unable to meer
payrolls. The country experienced its worst rioting since a political crisis of
1989. There were repeated murnovers in the government leadership through the
spring of 2002, when Argentina defaulred again on its international debts. From
2003 on, the Argentine economy has been improved by domestic development
programs and devaluarion of its currency, and has experienced a high rate of
growth. Bur the economy has little depth to wearther international crises, and in
2009 its growth rare fell o 0.8 percent.

Recent history suggests thar the discipline imposed by the internarional system
can be helpful in gerting some nartions our of destructive parterns of corruprion,
unsecured debt, and lavish government spending. Examples such as Poland in the
middle 1980s and South Korea in the early 1990s show thar countries thar
become unable to secure foreign credit because of their internal policies can,
under internarional pressure, redeem themselves with strong policies and again
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become participants in the global system. But some narions cannor respond suc-
cessfully ro the pressures of thar system. Many economists doubr the long-rerm
wisdom of permanently destroying the economic viability of a large segment—
perhaps ultimately a majority—ot the world’s population. More important, the
specter of loan defaulr has shifred from Asia, Africa and Larin America o Europe
and MNorth America, raising new pressure for changes in the international finance

discipline thar has prevailed since the Second Waorld War.

Free Trade: Globalization Arrives

Like the IMF and the World Bank, the General Agreement on Tariffs and Trade
(GATT) was creared after the Second World War to ensure that no nadon would
arrempt o protect its economy by erecting trade barriers. Instead, the majority of
global rrade was 1o be conducted in accordance with the principles of open mar-
kets and free competition. The aims of GATT were controversial in the 1960s
and 1970s when narionalist sentiments were strong and many developing narions
were amempring to protect their young industries from foreign competition by
restricting or heavily taxing foreign imports. It was not until the 1990s thar
GATT experienced a sharp increase in its visibiliry and influence. This was pardy
due to the establishment of GATT-like free-trade zones in Europe (the European
Economic Communirty, subsequentdy the European Union) and in North
America (NAFTA). In those instances, the GATT principle of open markers
was considered likely to enhance prosperity globally. Both the EU and the
MNAFTA signatories had used GATT rules w force Japan to open its markers to
foreign products. Ar the same rime, the collapse of the Sovier Union in 1991 and
the decrease of cenrralized economic planning during the early 1990s in China
created more venues for GATT policy and increased the number of aspiring
GATT members.

In 1995, the Word Trade Organization (WTQ) was created to ratify and
enforce the GATT regulations. In 2001, China was admirted as a member. In
theory, this means thar China’s markers will now be open to foreign goods and
thar foreign invesrment will nor be subject to special rules. According o the
regularions, wages, housing prices, and the value of Chinese currency should be
determined by global factors, not by governmenr policy. In fact, China has artifi-
cially kepr the value of its currency low, enhancing its exports.

The WTO has the power to enforce the rules and to punish narions thar do not
conform to specific instructions. It runs a system of closed courss—tribunals—in
which member governments can sue other members for breaking the rules. Defen-
dants who lose their cases must either change their laws as the WTO requires or
reimburse the plaintiff for the amounr determined by the court. Two-thirds of cases
are sertled by negoriation. Nartions thar refuse to comply can have trade restricrions
imposed upon them by the WTO or can be expelled from the organization. The
WTO courts are busy (they normally have more than 300 cases pending ar any
particular time), and they require a bureaucracy of administrators, lawyers, judges,

economic monitors and advisors.
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The combined effects of the IMF, the World Bank, and the WTO on the
global economy are critical. Ar the end of the Second World War, the average
tariff levied on imports into Europe or the United States was 40 percent. By
1990 it had fallen o 6.3 percent. During the 1990s it again fell dramarically, o
less than 4 percent, which partly explains the burst of intemarional trade and
development in the last decade of the twentieth century. Overall, low-tariff poli-
cies promote worldwide access to goods thar many socieries otherwise either could
not acquire or could nor afford.

Effects of Globalized Trade and Finance
In the twenry-first century many narions, including the Unired Stares and China,

are again using import tariffs on selected goods o protect home industries as a
method of dealing with unprecedented long-term economic crisis. This is only
one aspect of the global management system thar is being alrered in response
new condirtions, in which the world’s leading economic powers experience problems
thar in the late twentieth cenmury were limited to developing nations.

The Specter of Competition: Wages, Specialization,
and Advertising

In areas where wages are comparatively high, as in the Unired Srates, Canada,
Europe, Australia, and Japan, the cost of goods can be high. In such circumstances,
foreign products that compete with domestic products may be much cheaper
because the workers producing them have lower wages. Before the 1980s, govern-
ments tended to offser this advanrage of foreign goods by imposing a high tariff on
imports. This kept domestic products compertitive and wages high, but protection-
ism was strictly outlawed after crearion of the WTO in 1995.

Now, domestic and foreign goods must compete in the same markets.
If domestic companies produce goods efficiently enough o compere with for-
eign goods made by low-wage workers, then the domesric wages musrt fall or the
goods must be manufactured in another country where wages are lower. For the
developed narions during the 1990s, this meant a rendency to specialize. Goods
that could be made or grown cheaply elsewhere—many electronic products,
clothing, cerrain fruits and vegerables—either were not produced domestically or
were produced only in small quanrities. Instead, the economies of Europe, North
America, and Japan focused on the development of high-cost essential goods,
which srill permirted paying high wages o the workers who made them.
Automobiles and aircraft, military weapons, computers and surveillance systems,
pharmaceuricals, and high-end medical equipment were produced almost
exclusively in the most developed countries. As the twenry-first century began,
however, China was transforming this system, as it grew from a supplier of low-

wage labor for basic goods o a producer of high-end weaponry, compurers, and
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ulrimately automobiles, bringing a new dimension of competition to the most
developed narions and undermining the last haven of high wages in the developed
counrries.

Many of the industries of the developed nations reserved huge portions of their
operating budgets—often more than 50 percent—for adverrising to the popula-
rion ar large, lobbying for government contracrs, and making special appeals to
rarget audiences rather than relying on low prices to make their products com-
petitive. This was particularly true of firms providing medicines, weapons and
security. In other cases, companies—particularly selling computer software—
learned to control the terms of developmenr and markering so completely thar
prices could be virmually dicrated by the seller. Instead of using the marker arrrac-
rion of quality goods ar low prices, these companies used the culrural arrraction of
modern media and the economic ploys of limited compertition to mainrain their
profits. This helped them survive in the ecology of international trade where
rariff barriers ro the exchange of goods were no longer permimed. Bur ir also
meant thar in order ro spread rthe appeal of their products, they had ro spread
the culture thar supports them, so thar culrural or religious conflict often became
inseparable from other aspects of global compertition. As the twenty-first century
develops, the efficacy of these strategies is waning, and the question of products
whose quality and reliability can rranscend culrural assumprions must be

confronred.

Globalized Debt
Debt is a normal parr of global financial life and of narional economic manage-

ment. Wars, expanded agricultural or commercial sectors, and systemaric modem-
ization of industry or educarion have normally been the cause of governments
going into debt. Historically, governments in need of money turned to the bank-
ing system, where private investors had accumulated capital thar could be loaned
to the government at profitable rates. Bur in the rwenrieth century, some of these
patterns changed. The Grear Depression of the 1930s, parricularly, changed the
historical relarionship berween governmenr and banks. In thar period, it was the
banks that were in need of help, as the stock marker and credit marker crashes left
them with sudden obligations and litde cash. Beginning in thar era, the govern-
ments of the Unired 5tares, the United Kingdom, and France became the
guarantors of the banks, and o aveoid furure moubles banks were carefully
regulared regarding rhe proportion of their assers they could extend in loans, the
conditions under which loans were made, and the speed with which interest rates
could rise or fall.

Governments could funcrion as rescuers of the banks, if necessary, because
they could floar their own debr—"sovereign” or government debt—rto their own
publics, in the form of bonds. Proceeds from the maruration of the bonds would
go back to the public, stimulating the economy. If the government should have
difficulry making its payments on time, it had the power to print money to cover

the shortfall. This would lower the value of the narion’s currency, lower the prices
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on its goods, and increase its exports. The result would be inflation. Bur, if not
prolonged, inflation might do no permanent harm. To arrract investrment, the
government might raise interest rates on its bonds, which would in murn raise
interest rates on other loans. In the short run this, oo, would have no serious
effect. Bur if prolonged it would strangle credir, thﬁugh iﬁsemng the burden on
debrors (including the government). Inflarion and rising interest rates would
ultimarely transfer equirty from the creditors who boughr bonds to the govern-
ment itself, restoring the balance and allowing the governmenr to continue to
guarantee the stability of the banking systems.

These parterns pertained through most of the twentdeth century, and became
valuable rools in the 1970s, when the industrialized economies were staggered by
a sudden rise in oil prices (see Chaprer 13) and an inflationary spiral thar impeded
growth in Japan, Europe and the Unired Stares. After resolution of this extended
stagnation, many banks and governments began, in the 1980s, to reassess the
relarionship berween governments and banks. In this era of early globalizarion
the notion of sovereign debr managemenrt struck many as obsolete. The former
partern of governments regulating banks while guaranteeing their solvency was

upon a premise thar a loan was a closed system. The money was loaned
to one party by another, and the debror was expected to pay it back to the lender.
Bur, it was argued by some economists, it should be possible to redistribure the
dangers of lending by allowing the original lender to sell his asser 1o one or more
parties. If the credit was thus made into units and distribured, it would spread the
risk among many parties and permit many parties to participate in interest pmﬂ[s.

In response to these arpuments, the 1980s and the 1990s were an era of
“deregulation” across the developed world. President Reagan in the Unired Stares,
Prime Minister Tharcher in the United Kingdom, and other heads of stare argued
thar extensive government oversight of finance and manufacturing was inefficient,
costly to the public, and encouraging ro a mentality of public dependence upon
the state. There began a process, lasting nearly a quarter of a century, of removing
regularions thar had previously controlled prices, investmenr policies, some safery

larions, and rules for protection of the environment. The result in some
industries, such as the airlines, was the emergence of new companies that com-
peted with the older ones, driving down prices and extending the availability of
the product. In other industries, particularly manufacruring, loosened rules of
investment and labor management permirted the transfer of jobs to countries
with lower wages, lowering the cost of goods and raising profits dramarically.
Together with the lowered rariffs of the era, these produced a flood of interna-
tional trade, bringing investmenr o developing nations such as China, India,
Indonesia, Viernam, Mexico, and Poland, while creating new opportuniries for
export for nearly all manufacturing nartions.

In the United Stares, Europe, Japan and South Korea, innovarions in finding
new ways of floaring loans and redistriburing debr brought rapid profirs to banks
and to internarional invesrment firms. Globally debr rose, bur in most counrries
remained in a healthy relationship to narional gross producr, in the range of 5 to
20 percent. At the same time, global wealth was increasing, and people in many
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widely separated places enjoyed an increase in their income levels. Rises in invest-
ment, and in disposable income were made possible primarily by the ready awvail-
ability of credit. This ability to keep cash flowing—to keep liquidity up—was
regarded as the key to having resolved the great economic crises of the 1930s
and the 1970s. Credir itself, in the forms of credit cards, morrgages, and home
equity loans, was one of the most rapidly expanding businesses in the world.
Some narions even had their public debr managed by the internarional firms
who specialized in commoditization of private debr. Under such condirions, the
standards for making loans—the primary form of profit—gradually fell. Expecta-
rions of income, reliability, and equity investment were lowered o such a degree
that many loans became unlikely to be repaid. However, agencies thar were
expected to assure the quality of the loan commodiries were ineffecrive, and
many unsound loans were sold ar high prices to unsuspecring purchasers around
the world.

Global Credit and Liquidity Crises

This worldwide debr bubble burst in 2008 when U.S. real estate—rthe foundartion
of the global debt industry—fell in value. When Barack Obama was elected
president of the Unired States in November, he was ser to inherit a unique con-
vergence of unsecured war debt, a financial world wasted by lack of regularion,
and spreading international economic troubles. In the Unired Stares, major
firms thar were regarded as hugely wealthy were suddenly revealed o few no
meaningful assets. The loans they held direcdy or indirectly could not be repaid.
Very large failing firms rurned to their insurers for help, and many insurers who
were contractually bound to aid their dients also began to fail. The impending
collapse of giganric firms of global reach threarened a worldwide loss of liquidity

and cessation of investment. To avoid these consequences, the governments of the

United States, Canada, the Unired Kingdom, France, Germany, China and Japan
all extended financial aid to their banks and investment firms. An immediate
global financial collapse was prevented, bur most countries were left with litde
margin for raising capital ro further stimulare their economies or rescue huge
numbers of workers whose savings, including retirement funds, had evaporared
in the crisis.

The majority of nations in Europe were in a special situarion. The Evropean
Union had, beginning in the 1980s, begun o introduce a new currency, the euro.
The original plan was thar all members of the European Union—most European
countries except Switzerland, Norway, Croaria, Serbia, and lceland—would even-
rually give up their own currencies and use the euro. Some nations were quick to
do so, while others, notably the Unired Kingdom, delayed, or inrroduced the euro
as a second currency beside their sovereign currency. Because Germany is the
dominant exporter in Europe (and is the third exporter in the world after China
and the Unired States), it had the greatest influence over the euro value.

A nation’s relationship to the euro turned our to be a critical factor in their
options for responding ro the crisis of 2008. Those narions still using a sovereign
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currency had the immediate option of devaluation, lessening the value of existing
debts and likely increasing exports. Those nations relying on the euro had no
such option, and were dependent upon the leading EU narions—Crermany, the
United Kingdom and France—rto either devalue the currency or provide loans to
allow the governments to meet their domestic obligations. In either event, the
ability of any euro nation to protect its own products from German competition
was severely compromised. The worst-hir narions as of 2011 were Greece, Pormu-
gal and Ireland. In the case of Greece, austerity measures imposed by the IMF
and the European Union had contracted the economy by more than five percent,
and debr had risen o 140 percent of annual gross domestic product (GDP). In
such circumstances it is impossible for a country 1o keep up payments on irs
loans. lts credirors suffer a loss, and its cirizens become subject to more deprivarion
as a result of foreign demands.

Under the patterns of globalization, crises cannot be conrained. As the situa-
tion in Europe endangers the credit-worthiness of an increasing number of coun-
tries, the United States is caughr in the combined eftects of the bursr real-estare
bubble of 2008, government aid ro failing banks and investment firms, its ongo-
ing obligations to social support programs, and its huge spending on a series of
foreign military engagements since 2001. As a result the United Stares cannor
come to the aid of Europe, or any other failing economic zone, as it had done
in the last half of the rwendeth century. As of 2009, the United Stares for the
first time entered the category of narions whose public debt is 60 percent or
higher of its annual Gross Domestic Product (GDTP)—although the toral debr is
only one quarter the total wealth of the counory, and 60 percent of the debr is
domesrically owned. Unlike Greece, the Unired Srares has a sovereign currency
which if necessary can be printed to pay any debr obligarion, and thus is nor in
danger of default. Nevertheless, there is fear thar self-imposed austerity measures
in the United Srates could impoverish a majority of Americans and dampen
global trade. China, Germany and Japan are particularly vulnerable, since their
economies are export-driven, and the U.S. marker is crucial o them.

The relative debr position of the United Srates can be illuminated somewhar
by comparison. In most cases, war expenditures are a factor in worsening a
national debt. Bur Japan, a country with minimal military expendirures, leads
the world for indebtedness. The oil crisis of 1974=1977 hit Japan very hard,
and for the first rime since the Second World War the country assumed a signifi-
cant debr ro sustain social services and arrempt to stimulare employment. Though
Japan remained a leading exporter, its political system in the 1980s and 1990s
proved unable to resolve the economic problems, due in significant part o politi-
cal corruption and legislarive gridlock. As debr rises, paying the ongoing interest
on the debr becomes a larger and larger part of the nadonal budger; countries
which borrow to pay this interest experience a very steep rise in their indebred-
ness. This has happened to Japan, especially since 1995. In March of 2011 Japan
also suffered the carastrophes of a sunami and subsequently nuclear meltdown ar
the Fukushima nuclear facilities. This desrroyed much of the producrive capacity

of northeast Honshu Island and incurred mountainous expenses for medical care,
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rehoming, and reconstruction. As of 2011-2012, the national debr was believed
to have reached 170 to 225 percent of GDP, the highest rario by far in the world.
Japan leads the list of countries whose debt is more than 100 percent of GDP—
the others being the Federation of Saint Kirs and Nevis, Lebanon, Zimbabwe,
Greece, Iceland, Jamaica, ][EIJ}’ and IE“U'J.g.apm:u'tt

Despite the global proportions of the crisis thar began in 2008, most of Asia and
Africa are in good shape with respect to their debr as a percentage of GDP. Russia
has a reported national debt of less than 10 percent, China under 20 percent, India
is under G0 percent. Yet it is easy to over-estimate the importance of debr in a
country’s overall economic health. Japan's huge debr has nor significantly raised
its interest rates on government bonds, because the debr is domestically owned.
So long as the narional debr is primarily domestically owned, indebtedness is not
necessarily a determinant of any country’s national formunes. The Greek debr,
mostly foreign-owned, has driven bond prices above 15%, and brought huge inter-
narional pressure for austerity. Historically, U.S. debr was domesrically owned, bur
in the first decade of the twentieth century a slide began roward predominant for-
eign ownership. Nor does debt on its own determine collective national income.
Deespite high indebredness Singapore ranks in the top five of the world's countries
in terms of annual income per person—the United States is number 7, lraly is
23rd, Japan is 24th. On the other hand, Libya and Uzbekistan have perhaps the
lowest rates of natonal indebredness, bur rank 43rd and 134th respectively in rerms

of income per person.

Management of Energy and the Environment

Investment and debt are now distributed worldwide, bur environmenral fearures
such as air and warer have always been global issues. Yer global systems for the
management of trade and finance are now half a century old and are fully sup-
ported by the leading industrial narions, while the emerging organizarions for
management of the environment are young, weak, and not fully supported by
all the industrial nations. Pollution of the armosphere, damage to the ozone
layer, and global warming are the most frequently invoked new dangers. Bur
there are related and equally alarming problems with pollution of the oceans,
over-fishing, deforestarion generally and destrucrion of the rain forests in particu-
lar, soil erosion, and depletion of aquifers. Even space pollurion is recognized as a
problem; eight thousand separate items of space debris were idenritied as orbiting
aimlessly around the planer, occasionally colliding with satellites and the Interna-

rional Space Starion.

Pollution and Global Warming

The industrialized and industrializing nations produce far more than their share
of greenhouse gases thar contribure o global warming, as well as damage o the
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ozone layer that protects the earth’s surface from ultravioler radiarion. The United
Stares alone, with 4 percenr of the world’s popularion, produces nearly a quarter
of the world’s greenhouse gases. With effort this percentage can be lessened, and
the United Stares had some success with this in the late 1970s following the oil
crisis. Cars became smaller and more fuel-efficient, and Americans urned their
thermostars down in the winter and up in the summer. Bur these measures
were abandoned when the price of oil fell, and the U.5. contriburion as a percent-
age of world pollurion has increased steadily since thar time.

Although the United States remains the greatest producer of greenhouse gases
on a per-person basis, China is the single grearest producer among narions. China
is still heared largely by coal, the dimiest of all fuels. Its auromobile use is increas-
ing. Its industries do lirde or nothing o decrease the amount of pollutants they
release into the air or warter. Health problems in China caused by mismanage-
ment of human and industrial wastes are common. Yer the position of the
Chinese government has been thar anripollution measures are expensive and
would be a brake on China’s pace of economic development. Indeed, the Chinese
government in 2006 denounced demands thar China decrease its pollutants as
“environmental imperialism.”

In 1992 the United Narions sponsored a meeting on climare change ar Rio de
Janeiro, Brazil. A convenrion signed by 155 narions established the goal of keep-
ing the emission of greenhouse gases ar 1990 levels for ten years. Compliance was
voluntary, and few nations have complied. Instead of staying at 1990 levels, emis-
sions rose 14 percent berween 1990 and 2000. The resulr of subsequent climare
change meerings was a complex agreement designed to accommodarte the specific
circumstances of individual counrries, to allow wealthy narions to buy the righr ro
pollute, but to lower the global emission rate by more than 5 percent by 2012.
The teary also called for the creation of an international authority to monitor
emission levels and sancrion nations thar were not abiding by the agreement.

The controversies of subsequent global warming summit meetings demonstrare
the contradictions in current development parterns. The European Union and
Japan have consistently been the foremost advocares for drastic curs in pollurion
rates. Gasoline is heavily taxed by both, and nuclear power is the preferred
method of generation of electricity. The European Union and Japan were joined
by the Alliance of Small Island Srates, which includes Jamaica, Singapore, and
many narions of the Indian Ocean and the Pacitic and Adanric. One effecr of
global warming is rising sea levels, and some of these island nations may actually
disappear if global warming does nor abare. Indeed, the country of Tuvalu in the
Pacific was completely evacuared in late 2001 because of rising sea levels, making
it the first national casualry of global warming. Since then, Tuvalu has arrempred
o hang on, despite the fact thar rising sea levels will eventually destroy it
completely.

Opposing this group were the OPEC nations (see Chapter 13), all of whom
are dependent on oil export for their incomes. They were joined by the industri-
alizing narions of China, Indonesia, Russia, and Ukraine, who :-lrgued that the

cost of pollution control would cripple their economic progress. Making a similar
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argument, some developed nations—particularly the Unirted States, Canada, and
Aunstralia—claimed thar although they could aftord the cost of pollurion conrrols,
these costs would cur disposable income in their societies by as much as 10 percent,
unfairly burdening the poor, slashing their consumprtion of foreign goods, and
dampening economic progress around the globe. In the end, the U.S. proposal
thar pollution rights be bought and sold (so called “cap and trade™) was accepred,

along with exemprions for industrializing narions.

Energy and The Atmosphere

Political problems connected to improvemenr of the atmosphere are aggravared
by the critical importance of oil production and consumprion. The United States
consumes more than 25 percent of the world's perroleum bur produces less than
3 percent of the world supply. China, once an exporter of oil, is now the country
with the most rapidly rising demand, and will soon rival the Unired States and
the European Union as a consumer. The economic and political hierarchies of oil
production and refining are determined not only by production rates bur also by
the quantity of oil still left to be processed. In general, environmenral scientists

estimate that by abour 2004 approximately half of all the oil that was originally
stored in fossil reservoirs beneath the earth’s surface had been used.

In such a situation, the distincrion berween actively producing oil for the world
marker and reserving it for larer use is important. In 2006, Russia surpassed Saudi
Arabia in oil producrion, more than doubling its outpur in the previous five years.
As a result, Russia has fallen in rank as a possessor of oil reserves. By contrast,
Saudi Arabia has been producing oil for nearly a hundred years bur still has a
claimed reserve of nearly 280 billion barrels. Experts project thar Saudi Arabia
could continue its presenr rate of production for ar least a hundred years withour
exhausting its supply. Thus Saudi Arabia is the leading power within OPEC, and
it will continue to be a critically important player in many areas of world polirics
despite the fact thar ir is not a world leader in any important index of quality of
life or international military significance. Bur Venezuela, a relatively new
producer, has a proven reserve of nearly 300 billion barrels, making it the most
oil-rich country in the world. How long Venezuela will be able to keep its reserve
withour dissipating it through consumption or exporns is unknown.

Iran, lraq, Kuwair, Saudi Arabia, and Venezuela can expecr ro continue pro-
duction for many decades. Bur the most populous members of OPEC—Nigeria,
Algeria, and Indonesia—have limired reserves. As a group they will continue o
produce for decades ar most, and Indonesia has nearly exhausted its known
reserves. For these nations, maximizing production and maximizing rerurns
(regardless of environmental consequences) are indispensable to their continued
economic development. They musr also seek some alternarive source of income
once their oil is gone.

Of the newly emerging oil producers, Mexico—which will be the last oil
source in North America—has enough known resources o produce for a signifi-
cant period of rime. Most important will be the area where known reserves have
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hardly been exploited bur will be eagerly sought in the rwenty-first century: the
Caspian—Caucasus—Cenrtral Asian lands of Azerbaijan, Uzbekistan, Turkmenistan,
and Kazakhsran. Bur there will be an important difference for new producers.
Saudi Arabian oil, like most oil in the Persian Gulf, is relatively near the surface
and has been cheap to access. Central Asian oil is relarively difficulr ro access and
will require major internarional investment. As a consequence, it is not likely thar
the Cenrral Asian producers will become influenrial as individual narions the way
Saudi Arabia has. As for alternare fossil fuels, Russia is already using its huge
reserve of narural gas to great profit in supplying Europe and parts of Asia. Iran
and Qarar will also be powerful in any narural gas market. The Unired Srares,
India, China, Australia, and South Africa, by contrast, have the world’s major
reserves of coal, whose use with present rechnology would be devastaring ro rthe
world's nartural environment.

Water and Disease
The health of a majority of the world’s population is directly ried o access o

adequare clean water. In the rwenrieth century, grear advances were made in the
control of some epidemic diseases, such as smallpox and polio. Bur epidemic
disease remains the primary cause of death in humans because a majority of the
global population still live in conditions in which universal vaccination and
improvement of public hygiene are not pracrical due ro polluted or inadequare
water supplies. Conmrolling epidemic disease is nor extraordinarily expensive or
complicated, bur it is nevertheless beyond the capacity of many national govern-
ments. In the developed countries, deaths from diseases such as malaria, cholera,
dengue fever, yellow fever, or tuberculosis are rare—less than 1 percent of all
dearhs. Bur as many as 16.3 million people in the developing narions died of
epidemic disease in 1993, and abour 15 million in 2010—over 40 percent of all
deaths. In the late rwentieth century, three million babies born each year in the
developing narions did not survive one week.

The spread of HIV/AIDS is an important element because AIDS weakens the
immune system and causes a ballooning in the number of dearhs from infecrious
diseases. As of 2006, global health authorities estimared thar forry million people
are infected with HIV, abour 65 percent of them in sub-Saharan Africa. Unlike
earlier epidemics, AIDS is not inexpensive o rrear or easy to defear. In the Unired
Stares, new drugs have been developed rhar mirigare the damage AIDS can do ro
an individual's body, and scienrists claim they are close o a medical cure. While
this represents an advance, it has come ar a remendous cost. During the 1990s
the United States spent more research money on AIDS than on any disease
except cancer. Many more people in the United States are afflicted by hearr dis-
ease, for instance, bur the long-term threar of AIDS proliferation has given this
research a high prioricy. A concerted effort by international drug companies and
governments could allow medicines necessary to maintain the health of HIV-
positive patients to fall from a cost of $1,500 a month o as litde as $300 a
year. The World Health Organizarion of the UN subsidizes the world’s poorest
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countries in purchasing some HIV/AIDS drugs, bur countries thar are developing
bur srill relarively poor do not qualify. Mexico, for instance, has an average per
capita annual income of 56,790 a year and is too wealthy to receive aid, bur i
would cost a Mexican HIV/AIDS partient $8,000 to purchase the drugs, even
under the UN subsidy rules.

AIDS is dlearly most severe in countries with compromised public hygeine,
and the primary causes of epidemic diseases other than AIDS are a lack of safe
drinking water and inadequarte facilities for human waste. As anrtibiorics and other
drugs are introduced into those countries to combar the epidemics, resistant
strains of the bacteria and viruses responsible for them evolve, presenting a danger
of boomerang infections in the industrialized narions where these diseases are
under control. Bur the major problems are warer sources and warer processing.
Although global warming raises warter levels, it does nothing to increase the
amount of warter available for agriculture, drinking, or bathing. Indeed, flooding
has always represented a major health hazard, spreading bacteria associared with
dead bodies and waste products into areas where they can immediarely affect
human health. When this is aken in combinarion with the desertification of
North China and Central Africa, which is certainly due to global warming,
climate change is dramarically lowering humaniry’s supply of warter.

Supplies of fresh warer can be increased or redistributed through the use of
dams, canals, desalinarion, and above-ground reservoirs. A narion’s need for
water is calculated by considering its population and its reliance on agriculrure.
Some countries have adequare supplies of warer, bur fewer have adequare means
of making it safe for use in irrigation, drinking, and cooking (see Maps 15.1 and
15.2). Of the regions recently surveyed by a United Narions group, only North
America, Europe, Russia, Iran, Saudi Arabia, Australia, and porrions of North
Africa and Central Asia had both adequate supplies of water and fully adequate
means of processing it for safe use. Several very populous countries, including
India, China, and Mexico, had nearly adequate supplies of water bur cannot
make much more than half the warter safe. Africa above the Sahara Deserr is
overwhelmed by both scarce supply and virtually no means of processing whar
is available for healthful use.

Global warming is a less immediate problem for industrializing countries than
for countries still heavily dependent on traditional agriculture. The deserrificarion
of Eastern Africa and northern China is advancing rapidly each year, causing the
movement of populations into already crowded areas where agricultural produc-
rion is srill possible. The current rate of global warming is estimated ar 1 degree
cenrigrade per decade. Many narions in the temperate zones of the Northern
Hemisphere are experiencing a pleasant lengthening of their growing seasons,
bur there is also an increasing threar from diseases such as malaria that thrive in
warm damp environments. Tree species thar need a minimum period of dor-
mancy in very cold winters are weakening under the warmer conditions, and
roads, railway beds, and large buildings thar depend on firm ground in Scandina-
via and Russia are sinking as the permafrost melws. If the rate of warming
continues, rising sea levels will produce major migrations and refugee problems
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GLOBAL SOCIETY IM THE MNEW MILLENMNILIM

GLOBAL
Technologies

Genetic Engineering

Sim:e the beginning of generic

science in the middle nineteenth

century, many have dreamed of being
able to control the genes that seem ro
control so much of human destiny.
Ar the end of the rwentieth cenrury,
scientists were taking their first steps
toward successful and pracrical
manipulation of genes. This somerimes
involves the insertion of genes (which
are strings of protein in the nucleus of
the cell} of one species into another,
sometimes the deletion of genes, and
sometimes advising humans to be
aware thar they carry genes that
could be harmful to their offspring,

So far, humans have benefited in

various ways from these projects.

The earliest and perhaps widest
applications involved rthe manipula-
tion of some crops to introduce genes
to make the plants resistanrt o
disease. In the United States, the
use of generically altered strains of
corn, soybean, and corton has been
enthusiastically adopted. The Unired
States accounts for far more than
half of the world’s production of
genetically manipulated, or GM,
crops. Argenrina is a distant second.
Even though the benefits of healthy
plants withour the use of pesricides
is artracrive, many fear thar such
procedures can introduce unknown
variables that may threaten the
health of neighboring crops or
humans who eat them. At the very
least, the prospect of scientifically
altered plants suggests thar in
furure large corporations may
attempt to patent and monopolize
basic crops.

Similar rechniques have been
used to produce healthier mear.

in Asia, as it already has in Africa. The waters of the Ganges and the Mekong, for
instance, could rise by as much as a meter by 2020, driving away millions of
inhabitants. On the other hand, some experts estimare thar China’s Yellow
River could run dry in the middle cwenry-first century withour dramaric interven-
tion by the Chinese governmenr.

It is tempring to assume thar prolonged, devastating famine may be a resulr of
global warming and poor warter resources. History shows thar famines are not
narural disasters, bur are caused by a failure of governments 1o respond to chang-
ing environmental conditions. Before the owentieth cenmry, governments
artempted to prevent floods by keeping dams, dikes and irrigarion systems
in gﬂﬂd w::rrkmg order. They responded to droughts with EuppllES of stored
grain, construction of temporary housing, and other ways of supporting or relo-
caring affected populations and gerting agriculrural land back into producrion.
These are srill the primary tools of modern governments responding to famine
or threars of famine. Bur in the rwentieth century there emerged clear insrances
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Pigs have been alrtered to produce
high levels of healthy farry acids
normally found in fish. But many
modifications are unrelated o
healthy earing and only make
animal products easier to process,
such as cows thar produce milk
more resistant to hear and chickens
that can remain healthy while
eating cheap or contaminared feed.
In related developments, animals
from dwarf hamsrers ro pigs and
horses have been bred to produce
hormones and proteins needed for
human medicine bur otherwise
impossible to obrain.

Although genetic engineering has
unlimired potential applications, a
primary goal of research has been the
prevention or cure of cancer. In
August of 2011, evidence seemed ro
confirm thar a parienr’s blood could
be generically re-engineered by rhe
rargered insertion of a patient’s DNA
into his own T-cells—programming
them to not only seek and kill

existing cancer cells, bur 1o conrinue
ro monitor and eradicare new cells.
Such research needs much further
advancement before being a pracrical
medical wol, bur it is exemplary of
the possibilities of genetic
engineering.

Researchers warn thar the funcrion
of all genes depends on the complex
biochemical environment in which
genes are narurally surrounded, and
thar learning to idenrify and manip-
ulate genes does not produce
complete control over their acrion.
The possibility of unintended
products thar could enter and
replicate within the gene pools of
humans, animals, and plants is ever
present. There have indeed been rare
deaths of human subjects in gene
therapy experiments, due to
inadequately-understood variables.
Knowledge must advance fast enough
to keep abreasr of the culrural and
economic demands for improvement
of our environment and our health.

of governments deliberately depriving their rural citizens of food in order to sup-
ply the military or urban popularions. This happened in China during the Grear
Leap Forward (see Chaprer 10) and is a regular occurrence in North Korea; per-
haps 600,000 people starved in North Korea in the late 1990s, and famine still
recurs there in the rwenty-first cenmury.

In some other regions governments have failed enrirely. They are unable to pre-
vent soldiers from appropriating food from sarving popularions, or to prevenr the
destruction of farmland through warfare. When refugees congregare, there may be
nobody to provide them with water, food, or medical care. Dramatic incidents of
this sort have occurred after 2000 in istan, Ethiopia, Niger, Guaremala, and
Mpyanmar. The most tragic examples of such suffering in the early rwenty-first cen-
mury have arisen ar Darfur, Sudan (where more than a hundred thousand people
may have died berween 2003 and 2010) and the ongoing conflict in Somalia. In
the case of Somalia, a civil war raging since 1991 has desmoyed roads, farmland,
forest, and grazing areas. When droughrt hit the area in 2010, woops deliberately
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Farah Al ‘Warsamah 8P Phats

A starving child is bathed in a refugee camp in Mogadishu, Somalia.
Since 1991, civil war has destroyed agriculture and transportation,
putting some 11 million people at risk of death. International agencies
provide inadequate help as the difficulties of food distribution
increase in the country, and economic crises in Europe and North
America discourage increased foreign aid.

prevented the migration of starving people. Refugees amempting to reach Kenya,
Uganda, Yemen and other neighboring areas (which are also suffering from the

drought) often die of the hardships of travel. The United Narions, no longer able
to mobilize troops to help populations caughr in these simations, arempts w coor-
dinare international aid. Several European nations have reneged on promised funds,
and aid that acrually arrives is often stolen by soldiers or pilfered by corrupt oth-
cials. Somalia is a classic case of intense human suffering arisen from the inability of
governments o respond to environmental challenges.

Economists estimare thar providing basic medical care (including vaccinarions),
elemenrtary educarion, safe water, sanitarion, and basic nurtrition ro those who lack
them would cost less than 4 percent of the combined wealth of the 225 richest
single individuals in the world. The cost w the world’s wealthiest nadons would
be negligible. Why is it not done? Many middle-or lower-income narions in the
world arracr foreign invesrment, bur they are not the poorest countries. They are
countries thar have sufficient educarion, polirical stability, and infrastructure to sup-
port industries, many of them foreign-owned. Their low wage levels atract the
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investment, which creares more jobs and more incentives o improve educarion.
Money does flow from the industrialized countries ro these narions (such as
Mexico, the Philippines, India, South Africa, and Viernam). Ir generares new
wealth both locally and in the investing countries. Bur the unindustrialized world
has inefficiencies of its own, pamicularly an undeveloped or missing infrastructure
for education, transportation, and communication, bur also political instability and
corruption. No single corporarion or nation can profit from paying for basic health
improvements in a country thar is wracked by civil war (as in the cases of Sudan
and Somalia) or chronic food shortages, or where educational levels are so low thar
maost people have no understanding of disease, hygiene, or technology. If there is
hope for improvement in the poorest countries, it probably lies in two ends. The
first is wage creep in the developing natons. As countries such as China, Mexico,
and the Philippines draw closer to the industrialized nartions in living standards, the
profirability of their labor will decrease. The search for cheap labor will inevitably

raise the question of Expandin.g investment in the VETY POOTEST Narions.

CONCLUSION
History shows thar gross disparities in well-being (usually resulting from gross dif-

ferences in income) berween classes are destabilizing. The issue is not inequality
irselt, bur inequalities so extreme thar people in the same sociery are living in dif-
ferent worlds—long-lived and short-lived, educared and uneducared, homed and
homeless, invested in the society or alienated from ir. Ir is a disturbing trend thar
the industrialized world is moving toward sharper skewing of the income distribu-
rion. Economists and polirtical scientists usually quanrify the desmhﬂmng potential
of inequalities through the Gini coefficient {nﬂmed for Tralian economist Corrado
Gini), also called the Sustainable Government Index. A map of Gini coefficients
shows that countries with a low rario (greater equality of income distriburion) are
politically stable, with few incidents of public disorder, efficient and credible legal
systems, and good continuity of represenrative government.

Twenty years ago, such countries included Japan, all of Europe and MNorth
America, northwestern Africa, India, Australia, Viernam, Cenrral Asia, and parrs
of eastern Africa. Bur developments of the last rtwenty years have broughr instabil-
ity to previously stable societies such as Greece and the United Kingdom, both of
which were afflicted with widespread riots and looting in 2011. Subsequently,
Europe, the United Stares, Canada and parts of Asia saw the spread of peaceful,
broadly-based movements opposing government subsidization of huge corpora-
rions and shifting of debt burdens to the middle class and the poor. The United
Stares and the Unired Kingdom both rank ar 2.5 our of 5 on the Gini scale, bur
rrend roward 3.5, where are found Georgia, Niger, Pakistan, the Philippines, the
Russian Federarion, and Turkey. Myanmar, the country with the highest Gini co-
efficient, is a mere rwelve slots above the Unired Stares. There is no precise cor-
relation berween Gini rarios and political destiny. It is, however, an important
indicaror for trends and developmental issues relating to industrial innovarion,
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market vitality, social integrarion and political swability. In an age of global
protests decrying political corruprion, high unemployment, and failure o relieve
public misery, political analysts and historians will be examining the general

problem of the Sustainable Government Index for some time.

For Further Reading

Studies relaring o the content of this chapter in both print and digital media are flourishing,
and we encourage you to pursue areas of interest. The suggestions here are well-established
or unusually comprehensive sources.

Marq de Villiers, Water: The Fate of Our Most Precions Resource (New Yotk: Mariner
Books, 2001). On the basis of science gaﬂ'u:n:d I:l]." major international zlgl:m:iﬁ. this El'u&y
presents the problems and suggests some policy options.

Teresa Hayter, The Creation of World Poverty: An Alternative View to the Brandt Report
(London: Pluto Press, 1981). A r:pljr to the arguments in the report.

Akira Iriye, Crlobal Commumity: The Role of International Organizations in the Making of
the r,dnﬁ'mfmjj World (Berkeley: University of California Press, 2002). A l:a.ding
historian of U.S. relations with the world considers the impact of nunguﬂ:mmfnl:al
organizations on the present and near furure.

J. B. McNeill, Something New Under the Sun: An Environmiental History of the Twentieth-
f}ﬂmj:y World (New York: W. W. Norton, 2000). The most L'nmpr::h::rl:h':: and
accessible discussion of environment issues by a historian.

REFWT ﬂf tire fnﬁ’tpm.ﬂffn.r Commission on International ﬂrmﬁ:.'pmml fosues, North-South:

A Program for Survival (Cambridge, Mass.: M.LT. Press, 1980). The “Brandt report,”
a discussion of the causes of and remedies For Elnl.'ral inequities.

Peter Un.gcr.. f_fz-'fﬂg H::gfr and ﬂ:ﬂfﬂg Die: Cur Hlfusion n‘r,l"fnnmrr (Oxtord and New
York: Oxtord University Press, 1996). The most lamous comprehensive view and
ethical interpretation of these pruhll:ms.

Gavin Williams, “Brandt Report: A Critical Introduction,” Rewtew of African Political
Efammgr. vol. 7, no. 19 (Winter 1980), PP- T7I—8B6. A r:Pi}' to the arguments in the repornt

Carmen M. Reinhare & Kenneth 5. [{uguﬁ. This Time ix D{fmm: Eifg.ﬁ.r Centuries s_!,r
Financial Folly, (Princeton University Press, 2009). A well-researched introduction o
the history of bubbles and credit erises.

Related Websites

Virtual Library on International Development
hetp:/iw3 acdi-cida ge calvirtual. nst

Sustainable Africa: Water Energy, Health, Agriculwure, Biodiversity
hrtp:ffiustainahlt.aﬂaﬁica_mmf

Global Environment Outlook 2000 (United Nations Environment Prugn:ﬂ:nc]l
hrtp:ﬂm.gﬁda_ nm’gmlﬂﬂﬂflndﬂ.htm

Goddard Instituee for Space Studies: Education: The Global Warming Debate
hup:ﬂuww.gjss.naslguﬂrdufghﬁchard

Hung::rWth (Brown University)
hetp:/fwww._brown edu/Departments/Wordd_Hunger Program/
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