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Remember the protests at the Seattle WTO (World Trade Organization) meeting in 1999 and again in Genoa in 2001?  According to the author, every major meeting of the International Monetary Fund (IMF), the World Bank and the WTO is now the scene of conflict and turmoil.

This book, a national bestseller, was my first attempt to understand why globalization has incited hostility in ordinary people around the world. It’s a complicated issue with many points of view. I chose this particular book because Joseph Stiglitz, formerly a Stanford professor and currently a Columbia University professor, is a Nobel prize winning economist who was chairman of the White House’s Council of Economic Advisors and Chief Economist at the World Bank. The book was also described as accessible and highly readable, both virtues in a book that deals with development and economics. Thanks to Cindy at Island Books for the recommendation. So here goes:

What is globalization?

Stiglitz describes globalization as the closer integration of the countries and peoples of the world which has been brought about by the enormous reduction of transportation and communication costs, and the breaking down of artificial barriers to the flow of goods, services, capital, knowledge and (to a lesser extent) people across borders.

Who governs globalization?

The three main institutions that govern globalization are the IMF, the World Bank and the WTO. The IMF is responsible for ensuring global economic stability. It was founded on the belief that there was a need for collective action at the global level for economic stability, just as the United Nations had been founded on the belief that there was a need for collective action at the global level for political stability. The World Bank focuses on eradicating poverty through development and the WTO governs international trade relations. Stiglitz is particularly critical of the IMF although none of the institutions are spared.
A couple of interesting facts and observations:

1) The IMF is a public institution established with money provided from taxpayers around the world.

2) The IMF reports to the ministries of finance and the central banks of the governments of the world. However, the major developed countries run the show and only one country – the US – has veto power.

3) By custom or tacit agreement, the head of the IMF is always a European, and the head of the World Bank an American.

4) The policies of these institutions are often closely aligned with the commercial and financial interests of those in the advanced industrial countries.

5) There is a “Washington Consensus” – a consensus between the IMF, the World Bank and the U.S. Treasury about the “right’ policies for developing countries. They  are based on an almost religious belief in the unfettered free market and  include the following tasks:

a) cut government budgets and subsidies

b) privatize public operations

c) raise interest rates

d) open nation economies to foreign imports, corporations and capital

e) increase exports of raw materials or goods

What are people so mad about?

The proponents of economic globalization (which is typically associated with accepting capitalism, American style) regard globalization as progress. Developing countries must accept it, if they are to grow and fight poverty effectively. But to many in the developing world, globalization has not brought the promised economic benefits. They see the growing divide between the haves and have-nots. Not only has globalization failed in its efforts to reduce poverty, it hasn’t ensured economic stability. Crises in Asia and Latin America have threatened the economies of all developing countries. 

Critics compare Russia’s faltering transition from Communism to a market economy, which was engineered by the international economic institutions, and China’s runaway success, which was self-designed. They also accuse Western countries of hypocrisy. For example, the Western countries have pushed poor countries to eliminate trade barriers, but kept up their own barriers, preventing developing countries from exporting their agricultural products and so depriving them of desperately needed export income.

Their biggest complaint is that the West has driven the globalization agenda, ensuring that it garners a disproportionate share of the benefits, at the expense of the developing world. And in many cases commercial interests and values have superseded concern for the environment, democracy, human rights and social justice.

What Should be Done?

Abandoning globalization is neither feasible nor desirable. Globalization has brought some huge benefits. East Asia’s success was based on globalization, particularly the opportunities for trade, and increased access to markets and technology. Globalization has brought better health as well as an active civil society fighting for more democracy and greater social justice. 

Changes instead need to be made with how globalization is managed. Stiglitz acknowledges that some change has already occurred in response to the criticisms heard round the world but some skeptics regard the changes as mere shifts in rhetoric on the part of the controversial institutions.

Stiglitz’s primary recommendations include moving away from one-size-fits-all economic policies that can damage rather than help countries with unique financial, governmental and social institutions. He also calls for public institutions to reform and become more transparent and responsive to their constituents. He also reminds us that democratic globalization means that decisions about how to solve problems of global economic viability and stability must be made with the full participation of all the peoples of the world. Unilateralism, by the US or the advanced industrial nations, will continue to elicit a backlash from the majority world who regard our actions as arrogant and self-serving.

This is a reader-friendly summary. If you are interested in the gory details – and details abound - check out the following review in The New York Review of Books. The review itself is 13 pages long but it’s still a lot shorter than the 258 page book!

www.nybooks.com/articles/15630
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