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By Our Special Correspondent

NEW DELHI, DEC. 25. The Interna-
tional Labour Organisation has
set up a World Commission on
the Saocial Dimension of Glob-
alisation comprising 26 emi-
nent persons from various
countries.

The commission will identify
rolicies linked to globalisation
hat reduce poverty, foster
rowth and development in
pen economies and promote
ecent work. Deepak Nayyar,
’ice-Chancellor, University of
Jethi, is the Indian representa-
iive on the commission.

Expected to submit its report
next year, the commission
would also pinpoint ways of
making globalisation more in-
clusive so that the process could
be viewed as fair to all, both
within and among countries. It
would also promote a more fo-

s ¢f globalisation

on the social dimension of glob-
alisation to help the interna-
tional community forge greater
policy coherence so that both
economic and social goals
could be attained globally.

According to the ILO, during
the past decade there had been
much discussion and contro-
versy over the impact of global
economic integration. While in-
creased trade and foreign direct
investment had brought bene-
fits, these were unevenly
spread, with some countries
and segments of the population
clearly left out.

Besides, less developed coun-
tries had little part in the tech-
nological revolution,
particularly the Internet, and
this had aggravated the feeling
of a growing gap between the
richest and the poorest parts of
the world.

Moreover, 1.2 billion people
remained mired in poverty, liv-
ing on under $ 1 a day, while
others, both in the developing
and developed world, struggling
to cope with the changes
brought about by globalisation.

To ensure that the commis-
sion’s work is as open and as
inclusive as possible, a series of
consultations  have  been
planned with important actors
in the globalisation process.
Some of the dialogues would be
taking place during meetings of |
the commission, while others
would be held at regional or na-
tional levels.

The commission has decided
to hold the dialogues in Bangla-
desh, Barbados, Brazil, Chile,
Costa Rica, Egypt, Finland,
France, Germany, India, Mexi-
co, Peru, the Philippines, Rus-
sia, Senegal, South Africa,
Tanzania and the United States.

-
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A YEAR AFTER the 2001 recession Wwas sup-
posed to have ended, the outlook for
economy remains gloomy, with a ris
current hesitant recovery being stopped in its
tracks. This is the message from the 2003 edi-
tion of Global Economic Prospects, the annual
World Bank report which assesses the short and
medium-term outlook for the world economy
and its constituents. The main uncertainty is
about investment, with companies in devel-
oped and developing countries less than certain
about business prospects in the domestic and
international economies.

The global economy is now projected to grow
by just 2.5 per cent in 2003, considerably slower
than the 3.6 per cent rate of growth that had
been forecast earlier. This will also be a deceler-
ation compared to the pace of growth in 2002
and will affect both the developed and devel-
oping economies. A measure of acceleration is
forecast for 2004, but considering that frequent
revisions are made of the forecasts of medium-

term growth this recovery is too far in the future

to be taken with any certainty. The key to a
sustained recovery lies in reviving investment.
This is taking longer to recover after the tech-
nology boom went bust in 2000. In the ad-
vanced economies the wave of corporate
scandals and the subsequent financial uncer-
tainty has kept fixed investment low. In a glob-
alised world, the effects of this dampening of
investment have been transmitted to a number
of developing economies. The World Bank re-
port estimates that net capital flows to the de-
veloping countries have declined globally from
$228 billion in 2000 to $140 billion in 2002. Net
foreign direct investment flows in the world
‘have also been declining steadily +in recent
years and now stand at just $145 billion, with
the World Bank describing the fall in develop-
ing countries as the most marked since the
1980s. Not all countries have been experiencing
the same pace of falling foreign investment in-
flows. Asia (especially east and south east Asia)

GLOBAL ECONOMY

Y( an exceptlon But the ov all scenario is clear.

In an uncertain environment, private- ifivest-
ment declines and accompanying this fall is a
decline in foreign capital flows. The fall in in-
vestment activity has affected the infrastructure
sector in particular, where a combination of fac-
tors (a higher risk premium on developing
country investments and the failure to honour
some existing contracts) has reduced fresh for-
eign outlays in the developing countries. In this
context, the World Bank study surprisingly calls
for a measure of revival of public investment in
infrastructure to fill the gap created by the with-
drawal of foreign investment. The World Bank
is, however, optimistic that in the medium-term
growth can be accelerated in the developing
countries provided two important changes are
effected. One is introducing greater competition
in the domestic economies; the other is for the
world trading system to be more open to devel-
oping country exports of agricultural and manu-
factured products. The first is an unexceptional
observation; the second is more wishful think-
ing going by the current state of negotiations in
the World Trade Organisation.

The South Asian economies have not escaped
the global downturn, though the effects here
have been milder. The World Bank sees 2002
ending with GDP growth of 4.6 per cent in the
region, compared to a 5.3 per cent growth fore-
cast a year ago. A recovery is expected in 2003,
but the expectations are modest with growth
accelerating to 5.4 per cent next year. But even
this recovery depends on four factors: improved
weather conditions, political stability, better ex-
ternal security and larger trade volumes. It is
somewhat unusual for the World Bank to make
such a clear reference to conflicts affecting the
prospects for more rapid economic growth. But
it is obvious that strains between and within the
economies of South Asia have been holding
back GDP growth and wil] continue to do so
until the security seenario shows an
improvement.
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PRESS TRUST OF INDIAM \ Apart from India, the meeting

NEW DELHI, Nov. 23. — In a 9-
point charter, G-20 finance ministe
and central bank governors today
committed to early removal of trade
barriers and phase-out of trade dis-
torting subsidies besides pledging to
take more measures to eliminate ter-
ror funding.

Concerned over the fact that global-
isation has not yet delivered its po-
tential in reducing poverty, finance
minister, Mr Jaswant Singh said the
members unanimously agreed at the
end of the G-20 meeting to phase out

trade barriers and trade distorting
subsidies for spreading the benefits

of globalisation.

“Reduction of the remaining trade
and related barriers and phasing out
of trade-distorting subsidies would
contribute to spreading further the
benefits of globalisation including
the poorest developing countries,” Mr
Singh said quoting the Delhi Com-
munique adopted through consensus
! at the conclusion of two-day G-20
" meeting.

was attended among others by the
United States, Japan, UK, France,
Germany,Canada, Brazil and Ma-
laysia.

The meeting also decided to host
the next meeting of the Group of 20
developed and emerging economies

RBI CLAIM

NEW DELH!, Nov. 23. — India
has strong fundamentals such
as low inflation, good growth
and low current account deficit
' s0 as'to prevent any financial
crisis, RBI governor, Dr Bimal
Jalan said here today. — PTI

in Mexico in 2003, Mr Singh said.
The meeting which reviewed the
progress in implementing the action
plan to combat terror funding includ-
ing frvezing of terrorists’ assets and
exchaige of information, agreed to
continue cfforts to eliminate other

THESTATESHA)

abuses of the financial system, par-
ticularly, money laundering.

“We pledge to carry forward our
work in this regard through support
of the activities of the international
financial institutions and other rele-
vant international fora, and through
appropriate domestic actions”, Mr
Singh said emphasising that the pro-
gress on these matters will be re-
viewed at the next meeting in
Mexico.

On maximising the benefits of glob-
alisation, the communique said the
experience of G-20 case studies, to be
published shortly, showed that
strong institutions, a climate that
fosters savings and investments,
transparency and the rule of law cou-
pled with increased investments in
infrastructure and human capital in
developing countries were essential
ingredients for promoting growth
and reducing poverty.

Earlier, the Russian finance minis-
ter, Mr Alekei Kudrin, in his address
at the G-20 meet, stressed the need
for strict action to stop terrorist
groups.
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G-20 resolye

By Our Special Correspondent

NEW DELHI, Nov. 23. The Group of
20 (G-20) countries_comprising
the developed and the impor-
tant emerging market econo-
mies_ have reiterated their
commitment to combat the fi-
nancing of terrorism and have
noted the trend that terrorist or-
ganisations are not necessarily
depending on money transfers
to finance their actions. Instead,
there is an increasing tendency
to finance terrorism through
movement of goods, mainly
gold and diamond.

Addressing the media at the
conclusion of the fourth Minis-
terial Conference of G-20 Fi-
nance Ministers and Central
Bankers here today, the Union
Finance  Minister, Jaswant
Singh, also said that there could
not be an universal mechanism
for combating financing of ter-
rorism and that each nation
would have to fight it the best
way it could. The meeting re-
viewed the progress made in
implementing the action plan
drawn up at earlier meetings in
this regard but took note of the
differing perceptions among
nations on some issues.

For instance, hawala was an
illegal operation in India, but all
hawala transactions the world
over were not necessarily for
funding terrorism.

The Reserve Bank Governor,

s to choke

The Finance Minister, Jaswant Singh, along with Francos
Loos, Minister of Trade and Commerce for France, Paul
Soateng, Chief Secretary of the Treasury, U.K., and Paul H.
O’Neiil, Secretary of Treasury, U.S., during a G-20 meeting in
New Delhi on Saturday. — Photo: Anu Pushkarna

Bimal Jalan, is understood to
have accepted the fact that
some part of hawala did repre-
sent a cheaper form of money
transfer. Hence the emphasis
now would be on making such
transfers cheaper and easier
through banking and non-

banking channels which were
universally recognised. Money
transfer through such institu-
tions would have records per-
taining to the recipient and the
sender of money.

On globalisation, where per-
ceptions differed, it was noted

X

terrorist funding

th }¥:\ benefits could be maxi-
misell and associated risks miti-
gated through the pursuit of
appropriate domestic policies
and a healthy external environ-
ment. The international finan-
cial institutions would have

play a role in this. o

At the same time, the confer-
ence acknowledged that the
process of globalisation had not
yet delivered its potential in re-
ducing poverty in some of the
world’s poorest countries. It
was, therefore, felt that reduc-
tion of the remaining trade and
related barriers and phasing out
of trade-distorting subsidies
would contribute to spreading
further the  benefits of
globalisation.

Asked whether the developed
countries would abide by this
and by when, Mr. Singh said
“we have a statement of intent
and a commitment towards
elimination of trade barriers
and this cannot be without a
time-frame.”

The conference also appre-
ciated the recent higher com-
mitments by some countries to
enhance Official Development
Assistance (ODA) and to imple-
ment and fully finance the en-
hanced Highly Indebted Poor
Countries (HIPC) initiative.

At the end of the conference,
it was decided that Mexico
would handle the chairmanship
of the G-20 in 2003.

7 0 NOV 2002

1
I




<*1"Seoul mee,ystress

By Our Diplomatic Correspondent M

NEW DELHI, NOV. 12. At a time when there is
considerable concern about the “war
against terrorism”’ impacting on civil liber-
ties in different parts of the world, the 100-
nation plus “Community of Democracies”
meeting in Seoul has stressed the impor-
tance of international human rights law.
A statement on terrorism, issued by the
November 10-12 “Community of Democra-
cies”, said: “The participants stress that any
laws or measures against terrorism should
comply with States’ existing obligations un-

| der international human rights law, as well

as international humanitarian and refugee
law applicable in specific situations.”

Though international human rights law
and the obligations of individual nations
vary, the fact that India is party to the state-
ment may well be posited against the pas-
sage of the Prevention of Terrorism Act
(POTA).

“The participants underscore that terror-
ism cannot be justified by any cause or un-
der any circumstances and note that the
fight against terrorism requires a compre-
hensive set of actions, including addressing
conditions that may offer a breeding
ground for terrorism,” the statement said.

“The promotion of respect for human
rights and fundamental freedoms, mutual
understanding, respect for cultural diversi-
ty, public civil education as well as collab-
orative efforts to alleviate poverty and
empower socially-marginalised people
could help contain terrorism and promote

i a more peacefyl and prosperous interna-
© tional compnity,” it said.

\*

Stressing the e d for cooperatlon “be-
tween and among States” in the fight
against terrorism, the statement reflected
an Indian concern as well: “They (the par-
ticipants) reiterate their resolve....to streng-
then cooperation to face trans-national
challenges to democracy, such as State-
sponsored, cross-border and other forms of
terrorism.”

“They, therefore, welcome increased
cooperation at the regional as well as the
global levels. They renew their commit-
ment to these concerted efforts to combat
terrorism. In particular, they reiterate the
need to enforce the provisions of all the
relevant United Nations Security Council
resolutions, including UNSCR 1373,” the
statement added.

Role of media

In a related development, the External
Affairs Minister, Yashwant Sinha, who led
the Indian delegation to the Seoul meeting,
wondered whether news sources dominat-
ed by powerful conglomerates located only
in some parts of the world would do justice
to the developing world.

Mr. Sinha, who chaired a roundtable on
“Media and Democracy’”’, said there was
consensus that control or censorship by the
State was a bad idea.

“Any interference by the executive will
amount to jeopardising the freedom of the
media; further historical experience has
shown that it is bound to fail,” he said, pre-
senting a summary of discussions at the
roundtable.

“A free media cannot survive in non-
democratic societies. At the same time, a

on rights law

free media promotes and nurtures the
democratic process. The media functions
as a watchdog, as a check on the executive
and even, it was said, as political opposi-
tion,” Mr. Sinha maintained.

“We also agreed that with freedom
comes the concept of responsibility or ac-
countability to society. The media freedom,
or....the right of expression, can clash with
other freedoms and rights....points were al-
so made about vested interests, political or
commercial, which can influence the
media. It was noted that just because the
media is free, one cannot assume that it is
without bias.

“For journalists to be truly free, their lev-
els of remuneration and their working con-
ditions are also factors; they cannot be
exploited and expect to remain profession-
al. Points were made about the need for
objectivity or accuracy in news, while rec-
ognising that opinions can be divergent,”
Mr. Sinha said.

Chile, the Czech Republic, India, Mali,
Mexico, Poland, Portugal, the Republic of
Korea, South Africa and the United States
are among the leading lights of the “Com-
munity of Democracies”, which first met in
Warsaw two years ago.

‘No decision on PM’s China visit’

PTI reports:

A decision on the visit of the Prime Min-
ister, Atal Behari Vajpayee, to China this
year was yet to be taken, the External Affairs
Minister, Yashwant Sinha, said here today.
“Our relations with China is as cordial as
ever.”
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resolution provides room for optimism

RAQ’S acceptance of UN Security’

Council resolution 1441 two days be-
fore the deadline provides some basis
" Yor optimism of a war averted. The res-
olution stipulates stringent inspection
by the UN and IAEA inspectors. But
Iraq seems to have created a case for
future policy choices by getting its na-
tional assembly to unanimously reject
the proposal to accept the UN resolu-
tion. The official letter unambiguously
states “Iraq neither had produced nor
was in possession of any weapons of
mass destruction, nuclear, chemical or
biological, throughout the time of the
irispectors’ absence from Iragq”. The
Iraqi letter strongly reminds the UN
Secretary General that it is willing to
co-operate ‘inspite’ of the ongoing holy
month of Ramadan. Washington
would dowell to note these, rather than
dismiss them cynically.
The process of inspections would
. now proceed broadly in keeping with
the UN Security Council resolution.
Iraq has emphasised that agreements
on the Teturn of inspectors and the
technica] details and procedures had
already been agreed upon between
the UN and itself in September and
October. The tussle itself now will re-
volve around the details of violations
by Irag. The resolution itself does not

JIDIAN EXPRES.:

s
define ‘material breach’ which could

then be the basis of future action. Pre- |

sumably, this would depend upon theé
evidence that might emerge, and how
that is perceived by the major powers.
Only time would remove such ambi-
guities. However, any evidence of
breach -could trigger a major con-
frontation, if not a war. No wonder
Russia has already cautioned the US
about working within the limits of the
UN resolution.

The world should welcome the re-
alism that finally seems to be emetging
both in Baghdad and Washington. Af-
ter months of internal tussles in the US
administration, Secretary of State
Colin Powell’s approach seems to have
won over the more aggressive policy
advocated by the Rumsfeld-Cheney
group. But more important is the suc-
cess in restoring the dignity and au-
thority of the UN which has been in-
creasingly af risk of being undermined
in recent years. President Bush’s uni-
lateralist strategy for the time being

has given way to the more multilateral

approach to keep international peace

and security through the UN and its |
- charter. The US and UK’s conver-

I
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gence with the response of the UN Se- |

curity Council constitutes a victoryfor |
International peace. i

15 vV om

1
|
[
!



The report on world development focuses on broad strategies

4 \{

he recent conference at Jo-

hannesburg on sustainable

development revisited most

of the issues, which had

been addressed in Rio de
Janeiro. A large number of partici-
pants, including heads of states and
the secretary general of the United
Nations, Kofi Annan, attended this
conference. By all accounts, the enthu-
siasm of the participants was great,
but governments did not deliver on
promises,

In an attempt to focus the attention
of the world on the issues of sustain-
able development, the World Bank is-
sued a special report — World Develop-
ment Report 2003. WDR 2003 maintains
its tradition of excellence. However, by
its own admission, the report does not
attempt specific sectorwise solutions,
but limits itself to broad strategies. It
focuses mainly on the institutional as-
pects of the development process,
pointing out that development of insti-
tutions is a key to the successful imple-
mentation.

WDR 2003 revisits some of the earli-
er controversies on the limits to
growth. In particular, the Malthusian
fears stressed in the Fifties and Sixties
that the world will not be able to feed
the rapidly growing population have
turned out to be untrue, thanks mainly
to the Green Revolution in agriculture.
The predicted scenario of famine and

_starvation, especially in China and
India, did not materialize.

In this context, there is hope that
the genetically-modified crops can give
us much higher increases in produc-
tivity of grains needed by the in-
creased population in the coming
years. Unfortunately, resistance to ge-
netically-modified crops is still fo-
mented by many environmental ac-
tivists, who fear grave danger in such
crops. It is not the people in the devel-
oped countries who need to further
productivity that would come from ge-
netically modified crops. It is precisely
for poor countries, like those in fam-
ine-affected Africa, who need substan-
tial additions to production, which the
genetically modified crops can bring.
This issue was not addressed frontally
by the Johannesburg conference.

cy of doom, earlier made by the

Club of Rome, which hag pre-
dicted that the increased demiands of
development would lead to the earth
running out of its natural resources.
So far, this prophecy has not been ful-
filled. Technological changes have in-

T he WDR 2003 recalls the prophe-

The author is former governor,
Reserve Bank of India

s Poorly developed

S. VENKITARAMANAN

creased the availability of resources to
replace the existing ones, such as, for
instance, fibre optics in place of cop-
per. The report also highlights the suc-
cess of the world in eliminating dis-
eases, such small pox and river blind-
ness.

The development strategies have
still to come face to face with the sharp
growth in inequality in the world as a
whole. While there has been a signifi-
cant drop in the percentage of people
living in extreme poverty — thanks to
the growth of economies, like India
and China — inequality between coun-
tries and inside countries has wors-
ened. Further, hundreds of cities in de-
veloping nations have reached the lim-
its of air pollution; struggles over
water are becoming increasingly fre-
quent. The WDR 2003 predicts that
availability of water is likely to bec-
ome one of the most pressing issues of
the current century. One-third of the
world’s people live in countries that
are already facing moderate to high
water shortage. In the next 30 years,
this proportion could rise to half.

nother striking statistic dis-
A closed by the WDR is that one
billion people in low and mid-
dle income countries do not have ac-
cess to safe water for drinking, person-
al hygiene and domestic use. In addi-
tion, land has been progressively de-
graded. Since the Fifties, nearly two
billion hectares of land, representing
23 per cent of the cropland of the world
has been degraded. These areas natu-
rally yield much less than before the
degradation. The WDR 2003 also high-
lights a sharp increase in deforesta-
tion. One-fifth of all tropical forests
has been cleared since 1968 and most of
these are in the developing world.
There is also the worsening position of
bio-diversity. These persistent gaps in
sustainability of environment call for
immediate action both on the part of
national as well as global authorities.
The report admits that market forces
cannot answer all environmental prob-
lems. It will be necessary for the state
to intervene and compensate for mar-
ket imperfections.
While the WDR 2003 is strong on

facts and analysis of causes, it is weak

on specific remedies. It seems to focus
mainly on the strength of institutions
to undertake the task of development.
While, no doubt, institutions are im-
portant; right policies are equally
vital. But, given this caveat, it is impor-
tant to note that the WDR is strongly in
favour of a more democratic form of

government, which will be “inclusive”
to accommodate the currently-ignored
sections of the society. This alone will
help to achieve success in the strategy
of development.

One important aspect of global de-
velopment, to which the WDR draws
attention, is the projected growth of
global income at 3 per cent per annum
over the next 15 years, which implies a
fourfold rise in global output. Such a
large increase in output would in-
evitably place a strain on environmen-
tal and social fabrics. This would high-
light the need to shift patterns of pro-
duction and consumption, both for de-

and jobs, it also opens out a possible op-
portunity for higher savings and there-
fore higher investment.

The WDR 2003 is not definitive in its
recommendations on what strategies
the world should adopt for overcoming
the threats to sustainable develop-
ment. While it emphasizes the need for
institutional development, it has not
concentrated on the provision of infra-
structure, particularly in respect of
energy, which is the bottleneck for
most poor countries. In this respect,
the attitude of environmentalists to
possible alternative options to fossil
waste energy continues to be intrigu-

veloping and developed countries. Par-
ticularly is it important to ensure that
new investments for increased produc-
tion should, as far as possible, use envi-
ronmentally responsible technologies.

The WDR also draws attention to
the fact that the demographic transi-
tion in the developing world is likely to
prove more friendly to environmental
concerns. First, there has been a wel-
come deceleration in the overall rate of
growth of population. Indeed, the glob-
al population is expected to stabilize at

the end of the 21st century at 9 to 10 bil-

lion people — about 30 per cent lower
than the earlier forecast. The nature of
demographic transition has also led to
a lower dependency ratio. That is, the
proportion of working population in
relation to that of children and elderly
isrising. While, no doubt, this could in-
crease the demand for school places

‘ ltis precisely the poor
countries, like those in
famine-affected Africa,
which need substantial
additions to production ,

ing. Environmentalists of the world
are united in opposing larger dams,
hydro-electric projects and nuclear
power, all of which can be the best op-
tions for energy-starved countries in
search of alternatives to fossil fuels.
The developed countries, with their
linkages to local non-governmental or-
ganizations, do their best to stop devel-
opment of hydel options, even when
displaced people are offered suitable

rehabilitation measures. The invest-

ment by China in the mega project §f°”

Three Gorges invited protests by
NGOs around the world. Environmen-

talists protested against large dlsplace-
ment of population and submersion Qf
large tracts of land. Fortunately, the
Chinese authorities stood their

ground and went ahead with the proj--

ect, which contributes to substantially

lessen China’s dependence on fossil™

fuel. It will also lead to a reduction (5f
the threat of floods.

i,':;

‘W Ihat is “sustainable develop
ment”? Following the 1987
Brundtland commission,’

WDR 2003 defines it as “progress thiat -

meets the needs of the present without ”

compromising the ability of future
generations to meet their own needs’’,

It is on this dilemma that the debate on
sustainable development rests. In this
context, options, such as hydro- electrfc

projects and nuclear power, which can”

be made environment-friendly, should
not be abjured if the threat of emis-.

sions from fossil fuel-based power is to" '
be met. Unfortunately, well-endowed **
NGOs supported by funds abroad op-

pose projects of this nature in poor’

countries, although their need is great.
Neither the Rio de Janeiro conference . .

nor the Johannesburg conference fo-
cussed adequately on these issues of
alternatives.

Some critics have pointed out that
these conferences are a waste of time *
because they are in effect a rehash of
older gatherings. But, I suppose the na--
ture of the subject “sustainable devel-~
opment” is such that no definitive solu-
tion, which will be acceptable to all, is -
easily attainable. The effort of finding .
a solution is necessarily hard and will
take long. The conference, such as the
one at Johannesburg, is an essential §t-
epping stone to the final solution. But,
the organizers of the conference she-
uld not forget the basic truth which In- !
dira Gandhi emphasized in her state-
ment at the Stockholm conference in
the Sixties. She had then said that “wh- .
ile the poverty of environment has to -
be addressed, the world should not for-
get that it is more important to tackle
the environment of poverty”, a sensi-
ble warning to single-minded enthusi-
asts for environmental sustainability.

t must, however, be granted the

WDR 2003 attaches due importance

to the issue of poverty alleviation °
and the strategic importance of global
cooperation for the task. Hopefully, the °
warriors against environmental deg-
radation will now turn their attention
to the fight against poverty on the
broad basis of strategies, including :
those that the WDR 2003 emphasistf N



‘Developed ‘states must
reform economies:(G-24

45 ) PRESS TRUST OF INDIA W\ 4

WASHINGTON, Sept. 28. — In a dra-

matic role reversal, developing countries

have urged the developed countries to
abandon protectionism and open up
their markets to boost their exports.

In wake of several large-scale corpo-
rate scandals in the USA, developing
countries, through the G-24, yesterday
urged the developed nations to abandon
subsidies and carry out structura] and
companies reforms. W AN

The G-24 advice, under the chairman-
ship of Mr Mallam Adamu Ciroma, will
form the backdrop of the Development
and International Monetary and Finan-

. cial Committee meetings today, and the
annual meeting of the IMF and World

Bank on Sunday.

G-24 is a group representing develop-
ing country members of the Internation-
al Monetary Fund and the World Bank.

The ministers called for “growth-orien-
ted structural reforms” in the Euro
area, and encouraged a more flexibile
interpretation of the fiscal constraints
of the Stability and Growth Pact.

Undue concern with inflation, the G-
24 said, should not be allowed to derail

| the nascent recovery in the euro area.

In Japan, the G-24 urged that mone-
tary policy should be supportive of re-
covery, and “structural reforms should
be accelerated, especially in the banking
sector.”

The current outlook for the world econ-
omy has deteriorated since the last G-24
meet in April 2002, the Group said in a
communique, adding, “the risks to the
-strength and sustainability of the global

recovery has “shifted predominantly to
the downside.” .

The G-24 is concerned at the sluggish-
ness of domestic demand in major in-
dustrial countries, the persistence of
deflationary pressures in Japan, and
the potential for their spreading to oth-
er countries, it said.

While developing countries have
made significant progress in re-
forming their economies and adopt-
ing sound and growth- oriented
policies, in the developed world,
there was a general decline in equi-
ty prices, with severe effects on in-
vestor confidence, amid concerns
about corporate governance prob-
lems, the G-24 communique observed.

This could have far-reaching implica-
tions on the prospects for global growth.

The G-24 ministers called for “prompt
and decisive actions in the USA, includ-
ing through the effective implementa-
tion and enforcement of corporate
governance legislation, to restore in-
vestor confidence.”

They also called for further easing of
monetary conditions “if the fragile re-
covery does not gain momentum.”

The ministers drew attention to the
risks posed by the volatility of capital
flows and the exchange rates of major
international currencies

The communique also said that the
ministers welcome the completion of ne-
gotiations for International Develop-
ment Association to provide
concessional multilateral external fi-
nancing to low income countries and the
compromise reached on a grant compo-
nent for certain purposes.
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N THE eve of an immdyal
U.S. attack on Iraq, there
should be some concern
about where the world
economy is heading. There are econ-
omists and policy-makers who even
argue that a war may indeed be good
for the U.S. economy and therefore
for the world economy as well. But
these are fringe elements whose ad-
vice, if acted upon, will end in disas-
ter. But that apart, war or no war,
economic conditions in few parts of
the world are anything to feel opti-
mistic about. It is strange then that a
mood of indifference has settled in
among the global economic deci-
sion-makers on the eve of the annual
meetings of the International Mone-
tary Fund and the World Bank.
Economic growth in the U.S. con-
tinues to sputter at an annual rate of
under two per cent. Long after the
twin effects of the bursting of the
technology boom and the loss of
confidence in the aftermath of the
terrorist attacks of 2001 have worn
off, the U.S. economy has not fully
recovered. The recession of 2001 was
not as deep as initially feared, but the
recovery too has not been vibrant.
The slack in the U.S. performance is
not being made up by either the Eu-
ropean Union or Japan, where
growth is slower or in some countries
on the verge of turning negative. In
parts of the developing world there is
a deep crisis, notably in South Amer-
ica where Argentina’s GDP is now
nearly a fifth smaller than two years
ago and Brazil where international
capital is bent on showing its disap-
pointment with the electoral choices
that the country’s citizens want to
make. Among the other larger devel-
oping economies, it is now accepted
that India will see growth slipping
perhaps below five per cent in the
financial year 2002-03. A slowdown
in agriculture is the ostensible rea-
son; but the incipient industrial re-
covery had begun to stall even before
the monsoon began to play truant.
The only bright spot in the world
economy seems to be in South East
Asia and Chipéa where growth will be
strong in 2082. Yet, since these econ-

n the brink of

global deflation

By C. Rammanohar Reddy

The least that can be expected is that during the
IMF-World Bank meetings in Washington this
weekend, the Finance Ministers of the world will
look closely at the looming danger of deflation.

omies have tied themselves so close-
ly to the global market, the less than
anticipated renewal in world trade
that is now taking place means that
the current economic momentum is
unlikely to last too long.

In spite of all these developments
and trends, the IMF is strangely not
very worried about the short and me-
dium-term prospects of the global
economy. In its biannual World Eco-
nomic Outlook, presented earlier this
week, the IMF appears to

second risk comes from an excessive
dependence on the U.S. to lead eco-
nomic recovery. In addition, the U.S.
runs the prospect of a sudden down-
ward adjustment in the value of the
dollar because of its continued large
current account deficit in the bal-
ance of payments. The third risk
comes from the volatility in the equi-
ty markets of the advanced econo-
mies. In an interesting analysis, the
IMF points out that the decline in

equity prices has been in

compliment itself for the NMJACROSCOPE many cases larger in the

accuracy of its April fore-
cast for global economic growth in
2002 — 2.8 per cent. Realising that
the ongoing economic recovery is
not as strong as earlier expected, the
IMF has no doubt lowered by a small
proportion its prediction for growth
in 2003. But the accuracy or other-
wise of the estimates of the rates of
growth is not the real issue. The more
important question is whether or not
the IMF sees that there are deep-
rooted problems in the world econo-
my, which have not been settled by
the pricking of the technology bal-
loon in 2000.

Unfortunately, the IMF does not
seem to acknowledge the seriousness
of the situation. It does, of course,
observe that the risks are greater on
the “downside” — that is, it is more
likely that global economic growth
will be slower (rather than faster)
than expected. A handful of such
risks have been identified. The first is
a volatility/possible increase in inter-
national petroleum prices following
a “conflagration” in West Asia (i.e. a
U.S. attack on Iraqg). The WEO esti-
mates that a $15 “sustained” rise in
global oil prices will shave off one
percentage point from wcrld eco-
nomic growth. (This, however, does
seem like a very mild impact for a
65-70 per cent rise in oil prices.) The

past six months (March-
September 2002) than in the previ-
ous two years beginning from the
end of the technology mania in
March 2000. Such precipitous de-
clines (accompanied in the U.S. by a
loss of confidence in businesses be-
cause of the string of corporate scan-
dals) means higher borrowing costs
for companies and an evaporation of
the wealth effect that has driven the
U.S. consumer boom all these years.
The fourth risk is that the crisis in
developing/middle-income  coun-
tries (Argentina, Brazil and Turkey)
will deepen and spread to other
“emerging markets”.

In spite of highlighting the dangers
posed by all these factors, the WEO is
confident in the prowess of the
growth in productivity, that is sup-
posed to have been ushered in by the
IT revolution, to accelerate recovery.
For some time now the sceptics of a
global economic recovery have been
pointing to another possibility — the

likelihood of “a double-dip reces-

sion” in the U.S. which means that
the recovery after the 2000-01 down-
turn will be short-lived and will soon
be followed by another downturn.
While that is a possibility, the more
likely and more dangerous outcome
at this stage looks likely to be
deflation.
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Deflation is the opposite of infla-
tion: prices keep falling, as a result
the economy begins to slow down.

For consumers who are used to
rising prices, deflation may seem like
a good thing. But that is not so. When
prices steadily fall consumers feel
they can gain by postponing their
purchases and waiting for even lower
prices. This can be a disaster in an
economy which is growing siowly.
Consumers’ decisions to put off pur-
chases affects producers who cut
back on production, incomes then
decline, prices fall further and the
economy slows down even more. De-
flation is something that japan has
been experiencing in recent years.
Other countries too are facing a simi-
lar situation.

For that part of the developing
world which is dependent on export
of agricultural and metal commod-
ities (which make up some of the
world’s poorest countries), falling
commodity prices have been a fact of
life from the early 1990s and even
earlier. Commodity prices have reco-
vered a bit during 2002. But deflation
is now threatening to become more
widespread in the advanced coun-
tries. Consumer prices in the U.S.
and even the European Union are on
an average rising at just a little over
one per cent a year. Prices of many
products, especially of assets, have
actually been declining. Asset prices
are falling because the advanced
economies have not yet worked
themselves out of the huge invest-
ment excesses of the late 1990s.

The IMF had earlier analysed the
causes and consequences of defla-
tion. But in the interests of express-
ing of what it describes as “cautious
optimism” about the world econo-
my, the multilateral institution is for
some reason downplaying the im-
portance of acting on “urgent pessi-
mism”, which must follow the
acknowledgement of the threat of
widespread deflation. The least that
can be expected is that during the
IMF-World Bank meetings in Wash-
ington this weekend, the Finance
Ministers of the world will look close-
ly at the looming danger of deflation.
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still wander in a daze.

Democracies rarely stay up

all night seeking reasons to

go to war. Normally they do

the opposite. They talk, negotiate,

compromise, take refuge in the Unit-

ed Nations. They do not like fighting,

unless driven by an overwhelming
logic of events.

The British government’s dossier on
Iraq reads like a desperate quest for
such a logic. Ministers cannot
be quaking with fear at the §
prospect of an imminent assau-
It from Saddam Hussein. A
year ago they claimed that their
bombing was *“containing” him,
stopping him from harming
even his own people, let alone
his neighbours or British ¢
interests.

Of course, he seeks nasty
weapons. Paranoid dictators
always do. But nothing in the
dossier constitutes evidence of
an early threat, let alone a casus
belli between Britain and Iraq.
What is going on?

I am no pacifist sap. I was
convinced when past British
governments told me of threats
to the British state. One threat
was from Soviet Russia, and
came complete with target
maps, lists of vulnerable cities
and an armoury of all-too
effective weapons of mass
destruction. Yet where were
Tony Blair and Clare Short, Bri-
tain’s Secretary of State for

International Development, and
others in the Labour Party? They
wanted unilateral nuclear dis-

armament and claimed that the
“threat” was dreamt up by warmong-
ering Americans. They were wrong.

Unlike many in the Labour Party, 1
believed that the Falklands war had to
be fought against a palpable assault on
British sovereignty. I thought the Gulf
War just in that the invasion of Kuwait
could only be resisted by main force. I
felt the same about domestic terror-
ism. Mr Blair, supported by Ms Short
and others, believed in releasing Irish
Republican Army terrorists from
prison on the strength of vague pro-
mises of disarmament. This seemed
naive and reckless appeasement, and
so it has proved. People need no
lessons from Mr Blair or Foreign
Secretary Jack Straw in being “tough
on terrorism, tough on the causes of
terrorism”. But Tuesday’s’ dossier is
not serious. Mr Blair told us yet again
on Tuesday what a nasty person Mr
Hussein is.

We know that. The task of leader-
ship is not to write tdbloid front pages
but to judge how far a threat to the
nation’s interest is real and, if so, how
the nation should respond propor-
tionately. Neither Mr Blair nor Presi-
dent George Bush has yet explained
what has suddenly led them to
abandon containment of Iraq and to
demand Mr Hussein’s head on a plate.

Indeed, the first surprise for those
who thought the West’s policy on Iraq
has been crass and counterproductive
is to find that Mr Blair agrees. Despite
what we were told at the time, the 1998
bombing of Baghdad was ineffective.
It did not remove weapons of mass
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Not ing in the dossi
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constitutes evidence

of an early threat, let alone a casus belli
between Britain and lrag. What is going on,
asks SIMON JENKINS. The possession of
evil weapons is no legal basis for
aggressive war

British Foreign Secretary Jack Straw listens as British Prime Minister Tony Blair addresses the House of
Commons during a debate on Iraq on Tuesday. Earlier, the government had published a dossier of

evidence on Saddam Hussein's weapons of mass destruction programme. — AFP

destruction. Sanctions did not stop
Saddam Hussein from rebuilding his
arsenals. They did eliminate the entire
Iraqi business and professional class as
possible opposition to Mr Hussein and
make him so rich that he could buy any
weapons he wanted. Every bomb that
landed cemented him in power.
Containment was such a failure, says
Mr Blair now, that Britain must go to
war to rectify it.

The dossier’s attempt to present Mr
Hussein as an incipient nuclear power
is worse than half-hearted. He has no
factory to treat enriched uranium even
if he found it “somewhere in Africa”.
Had he such a factory, it could be
bombed. His biological weapons are
hard to deliver, least of all with his
aging Scuds. They were not used even
in the Gulf War.

Mr Hussein has had these weapons
for 20 vears. So have many highly
unstable Central Asian states. Nor
does the dossier explain why these
weapons could not be eliminated
“surgically”, as their predecessors
were by the Israclis in 1981 and
allegedly by American missiles ever
since. Mr Hussein displays no expan-
sionist intent. Containment has at least
held him within his borders for a
decade. He is not known to be arming
a terrorist group. There are no urgent
pleas for Western help from his
neighbours. He has made no
ultimatum against them or against the
West that would justify a pre-emptive
attack. The possession of evil weapons
is itself no legal basis for aggressive
war. The whole scenario is bizarre.

Mr Hussein is certainly a league
leader among dictators. We are not
dealing with @ inmnedm Tk

mad ayatollah, The Iraqi leader’s 20-
year rule has been tenacious, merciless
and brutal even by Middle East
standards, long before the West gave
him the excuse of economic sanctions
as an engine of repression. Yet he was
considered an ally of the West and was
supplied with Western arms.

A strong ruler in Baghdad was seen
as useful by Western pragmatists. To
the hard men of Washington and
London, high-flown phrases about

democracy, humanity. disarmament.

and civilised values were for wimps.
They liked the cut of Mr Hussein’s jib
when it suited them.

Now he is beyond mere damnation.
He is the object of a Third Crusade in
the holy war on terror. After Kosovo
and Afghanistan, the suspicion is hard
to avoid that the West's warrior
statesmen are secking new citadels to
conguer. Whether or not Mr Hussein
is a menace to world peace, menace he
must become.

Hence Tuesday's lurid report. As
Randolph Hearst cried of the prelude
to a different encounter: *You furnish
the pictures, I'lt furnish the war.” Until
this month, there seemed little doubt
that Mr Bush, with Mr Blair in tow,
would have gone directly to armed
conflict as soon as troops were in
place. Both were abruptly constrained
by democracy.

A battery of international lawyers
declared such aggression illegal and a
wide “coalition of the cautious”
emerged, not least from congressional
leaders and members of Mr Bush’s
family court. They demanded that any
such adventure must first win the
support of the UN and allies. Mr Bush
wae visht t0 00 to the UN this month.

peration

It was a UN resolution that Mr
Hussein has flouted since 1991.
America now accepts that the UN
should lead the next response to that
flouting. Nuclear proliferation was
always the unfinished business of the
Cold War. e

The UN had a primary role in
curtailing that proliferation. The world
has a collective interest in seeing the
UN’s will obeyed. . Seeking that
obedience is already proving
messy. On Tuesday, Britain’s
Ambassador to the UN claimed
that America had dropped
@ “regime change” as a demand,

! since the UN cannot enforce it
and Mr Hussein can hardly

accept it.

{ The USA has since denied
this. In the mean time, the
French on the UN Security
Council are redrafting both the:
American and British requests,
i to avoid building in an
inevitable path. to war.
Washington’s fear that the UN
route would prove a morass of
{ delay is coming true. Yet this
1 venture is too tenuous for any
other route to be plausible.

For the moment, it might
seem that America’s hands are
tied. Yet on the assumption tirat
weapons inspection proves as
8 unsatisfactory as it did before,
then war is back in play. On that
assumption, America would be
vastly reinforced in its view that
Mr Hussein is a prima facie
threat. Reinforced too would be the
demand that he and his arsenals be
neutralised and the UN’s will
enforced.

There is little doubt that a renewed
failure of arms inspection would
secure a UN Security Council man-
date authorising military enforcement
of Iragi disarmament. Whatever
strong-arm tactics America and
Britain might deploy to win that
mandate, mandate it would be,
America would have done as it.was
bidden.

Opposing American action to
enforce the mandate would mean
opposing the enforcement of the will
of the UN. That in turn would be an
intolerable boost not just to Mr
Hussein but to global lawlessness.

At this point, UN supporters would
have little option. However thin the
evidence of an Iraqi nuclear arsenal,
however minimal the overt threat to
peace, “appropriate force” to punish a
decade-long and blatant defiance of
the UN would be hard to question.
The content and security of Third
World arsenals is a reasonable
concern to Western democracies.

The UN might seem humiliated
into a forced acquiescence of
American aggression against Irag.
That would be better than the UN
being humiliated by Mr Hussein.

That route, and that route alone,
would justify Britain joining a war
against Irag. The route is long and
tortuous. It might take months, even
years. But the British government on
Tuesday failed to make a case for any
short cut.

- The Times, London.
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N. Korea
ELSINORE (DENMA?{(), \(\PT 2§“)

European and Asian leaders
threw their weight behind ef-
forts by Japan and South Korea
to lure communist North Korea
out of its decades-old isolation.

The Japanese Prime Minister,
Junichiro Koizumi, briefed 24
other leaders gathered in Den-
mark for a Europe-Asia summit
on his historic trip last Tuesday
to the reclusive state, branded
by the United States as part of a
global “axis of evil”.

The South Korean President,
Kim Dae-jung, also outlined the
rapidly evolving situation on his
divided peninsula, days after
the two Koreas began work to
clear mines and reopen road
and rail links across their bor-
der.

“Both (men) gave a very en-
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couraging picture of the devel-
opment on the Korean
peninsula,” the summit host
and Danish Prime Minister, An-
ders Fogh Rasmussen, told re-

porters yesterday after a
leaders’ dinner at a castle near
Copenhagen.

At the two-day European
Union-Asia (ASEM) summit
which officially starts later on
Monday, the leaders are expect-
ed to adopt a statement wel-
coming progress so far and
urging Washington to resume
its own dialogue with Pyon-
gyang after a two-year freeze.

“The leaders will reconfirm !
the importance of engaging |
(North Korea) in the interna- |
tional community through con- |
structive dialogue,” said one
source close to the ASEM /talks. ‘

— Reuters /
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HIS IS an appropriate mo-

ment to take stock of the

enormous changes that have

taken place since the United
Nations came into being. It is not at
all an unhealthy sign to look at its
achievements, whepher to iron out
certain mental doubts or to gather
momentum for further strides.
Thinking along these lines has taken
place recently, both on the national
and international planes, as to the
.possible U.N. contribution to the
modern world generally and the
cause of peace in particular. Certain-
ly, in the developing world that feels
politically and economically vulner-
able after the Soviet Union’s col-
lapse, the U.N. is'the sole guarantor
of peace. This is what its peacekeep-
ing missions have done for many
years. Besides bringing poise and
dignity to his office, the Secretary-
General has averted many a crisis,
many a threat to world peace. The
most recent of his many accomplish-
ments is to soothe inflamed passions
over the United States-Iraq imbro-
glio. If Kofi Anan can also pull off an
Israel-Palestinian accord, he will be
raised to a pinnacle of fame surpass-
ing anything achieved by other
statesmen of the past and the
present.

Yet, the task ahead is a tortuous
one. In the 18th century, neither Is-
lam nor Christendom were prepared
to adapt their religious principles to
forge an understanding based on
equality and reciprocity. Today, the
same degree of mistrust and, per-
haps, the lack of respect, are in evi-
dence in some parts of the world. At
this critical juncture, the U.N. is ide-
ally placed to promote an enduring
rapprochement between nations and
communities for peace and security.
It must also make it clear to all na-
tions that the hope of world domin-
ion economic, military or
ideological — which has hovered be-
fore many in the past, will perpetuate
hostilities and ultimately lead to di-
saster.

Long years ago, Cicero had writ-
ten: “There is in fact a true law name-
ly right reason, which is in
accordance with nature, applies to all

. The world order — 1

By Mushirul Hasan

men and is unchangeable and eter-
nal... It will not lay down one rule at
Rome and another at Athens, nor will
it be one rule today and another to-
morrow. But there will be one law
eternal and unchangeable binding all
times and upon all peoples.”

This principle is enshrined in the
U.N. Charter; indeed, the modern

ual liberty to a superior authority.
Lamentably, the same idea is being
played out in defining relationships
between good and evil, the civilised
and the savage. Rules for foreign re-
lations are the rules of an imperial
state which would recognise no
equal status for the other party (or
parties) with whom they happened

World peace and stability are surely threatened by
the reckless and ill-advised resurgence of
terrorism, as by rich countries accumulating
weapons of mass destruction without any
accountability to the U.N.

law of nations presupposes the exist-
ence of a family of nations composed
of a community of states enjoying
full sovereign rights and equality of
status. If these ideas were to be ac-
cepted widely and translated into
practice by the rich and the poor, the
powerful and the weak, our world
will be free of unilateralism, the
scourge of terror, and the threat of
war and destruction.

But the painful reality is that the
stronger nations recognise no other
nation other than their own since
their ultimate goal is to subordinate
the whole world to one system. In
Washington, in particular, a new def-
inition of national sovereignty is be-
ing put forward that implies the
curbing of its full exercise by those
countries who are unmindful of U.S.
global claims. A place in paradise is
reserved for those who conform to
U.S. standards, but those who defy
invite damnation. For the developing -
world that is being forced to surren-
der its economic sovereignty in this
highly competitive and globalised
world, the insistence on strict con-
formity is like the faithful enforcing
the sharia codes on an unwilling
population.

The English philosopher Hobbes
based his social contract theory on
the assumption of the evil nature of
man that made it imperative that he
should surrender part of his individ-
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to fight or negotiate. It follows there-
fore that the binding force is not
based on mutual consent or reci-
procity, but on a powerful country’s
own interpretation of its political, ec-
onomic and now moral and religious
interests, as its leaders regard their
principles of morality and religion as
being superior to others.

The ‘axis of evil’ exists because of
U.S. perceptions. A change of regime
in Iraq is considered imminent be-
cause someone is militarily equipped
to destroy weapons of mass destruc-
tion that the U.N. inspectors have
failed to unearth over the last
decade.

Yasser Arafat’s removal is consid-
ered legitimate because he is an im-
pediment to peace and not the Prime
Minister of Israel, who has a murder-
ous record in Lebanon’s Sabra and
Shatila refugee camps.

This being the case, the conduct of
foreign relations tends to be Machia-
vellian and coercive. Just as the Eu-
ropean representatives in
Constantinople resorted to bribery
and intrigue to achieve their ends,
some of the democratically elected
leaders in the First World are prone
to acting with equal belligerence.
When it suits them they set up the
Kurds against their adversaries, in-
vent an opposition in Iraq, reward a
dictator in our neighbourhood for his
good conduct in this war against ter-
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rorism, and prop up warlords to
maintain the political equilibrium in
Afghanistan.

World peace and stability are sure-
ly threatened by the reckless and ill-
advised resurgence of terrorism, as
by rich countries accumulating
weapons of mass destruction with-
out any accountability to the U.N.
Nuclear weapons should be de-
stroyed wherever they are stored: in
the U.S,, Russia and the United King-
dom, and Israel, and not just in India,
Pakistan, North Korea and suppos-
edly Iraq. :

This will never happen. If so, the
First World must also own responsib-
ility for creating and enlarging the
theatres of conflict and war.

The U.S., for example, must realise
that there will be no peace without
resolving the Palestinian question
and without withdrawing sanctions
against the Iragis. The children of
these countries have grown up
thwarted and stunted and full of a
deep-seated anger against the world,
no doubt useful emotions for the Is-
lamists, but not if they are to be citi-
zens of a world where their legitimate
grievances are redressed. Napoleon's
‘Continental System’ will not work in
this day and age. Blockades and
sanctions belong to another era, not
to ours.

The states in Central Asia cannot
be held hostage in the name of the
war against terrorism. The preserva-
tion of freedom and democracy does
not mean the destruction of historic
cities, symbols of not just Islam but
human civilisation, and the desecra-
tion of holy places in Herat, Najaf,
Jerusalem and Karbala. The suffer-
ings of Iraqis cannot be prolonged to
ensure the free flow of oil from the
oilfields.

How long and, for what purpose, is
this belligerent posture towards Iraq
going to persist? For over ten years
the sun rose and set, the moon
waxed and waned, the stars shone in
the night, but the people of Iraq have
seen no daylight out of the impene-
trable darkness. If the past is any
guide, the powerful nations must re-
alise that people rise from the ashes
to defy oppression and tyranny.
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HE World Summit on Sus-

tainable Development

(WSSD) in Johannesburg was

almost a repeat of the minis-
terial conference of the WT'O at Doha
last November. The developed coun-
tries, and the U.S. in particular, yield-
ed little on the parameters suggested
by the developing countries for safe-
guarding the physical environment.
Some promises were made but grave
apprehensions remain about their
implementation. It is becoming obvi-
ous at every international confer-
ence, whether on the new economic
order, climate change, ecology or
bio-diversity, that the disparities be-
tween the developed and the devel-
oping world will grow further.
Possibly, this process will accelerate
since every new advance in technol-
ogy is appropriated by the global cap-
italist order, with the resources and
the institutional mechanism at its
command.

For, capitalism has not only be-
come global in its reach through the
multinational corporations but also
because of the new instrument of
World Trade Organisation which is as
dominated by it as the World Bank
and the International Monetary Fund
have been. It defines the rules for all
countries to follow; yet in practice,
the developed countries, and again
the U.S. in particular, defy them with
impunity. The primary motive, of
course, is the acquisition of maxi-
mum profits. This motive leads them
to dominate the economies of the
third world countries, acquire control
over their bio-genetic resources and
use all the political and financial
powers they have in the service of this
objective. The old theory of free
trade, laissez faire, in which everyone
has equal opportunities in a hope-
lessly unequal world, becomes the
ruling ideology.

Predictably, in the mid-1950s, the
theoretical underpinnings of a fresh
assault on the developing countries
were provided by the idiom that tech-
nology had made ideology redun-
dant. Old  colonialism  and
imperialism were under hasty retreat,
and the Soviet Union and China were
proposing to the newly-freed coun-
tries an alternative paradigm of eco-

By Surendra Mohan

nomic development in which the
state was to play a major role. The ap-
peal of the new path had to be neu-
tralised; hence, the ideology had to be
ridiculed. Then, the communist order
was made to face the challenge of
deadlier inventions in armaments
and join in the competition. Later,
the new consumer wares came in
vogue. They attracted a middle class
in the east European countries which
had triumphed, thanks to the social-
ist system, over insecurity and depri-
vation. As consumerism spread, the
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displaces labour. The countr}ES

from decades or centuries of colontal
exploitation had little capital. Ho

ever, they had rich raw materials and
abundant, unemployed workforce.
They could have thought of marrying
the two by adopting alternative, ap-
propriate technologies. Moreover,
the western model also requires that
technologies are borrowed from the
industrialised countries. These too
were tied just as the loans were. Mod-
ern technologies require intensive in-
puts of energy. But, many of the Oil

It is becoming obvious at every international
conference... that the disparities between
the developed and the developing world
will grow further.

ideals of equality and austerity start-
ed to evaporate. Communist rulers
also sought to meet these emergent
challenges on the terms of the cap-
italist system. Even they were giving
up ideology.

The developing countries, having
achieved freedom and created their
respective nation-states, adopted
first a model of mixed economy and
some of them built up strong and re-
silient public sectors. What was de-
scribed as the non-capitalist path of
development came to be practised.
These countries expected that the de-
veloped nations, which made prom-
ises in the United Nations and the
United Nations’ Conference on Trade
and Development to transfer knowl-
edge of modern technology and pro-
vide 0.7 per cent of their Gross
Domestic Product, would help them
in their economic development. But,
the latter were more keen on trade
than aid. Therefore, these promises
remained mere words, as the Malay-
sian Prime Minister, Mahatir Mu-
hammad, once pointed out.
Nevertheless, the allurement to pur-
sue the economic model of the West
won. The Worid Bank and the IMF
greatly encouraged them in this by
offering liberal loans and more liberal
advice and consultancy along with
the loans.

This model is capital-intensive and

Producing and Exporting Countries
had already tied themselves with the
developed west. Prime Minister
Mossadeq of Iran tried to wriggle out
and was assassinated. Iraq faces re-
peated bombardments. Central Asian
Republics are pressured into making
agreements with the U.S, Since Israel
is a permanent custodian-cum-client
state in the region, the Palestinians
have to face an enormous and tragic
war.

Another oil-rich country, Venezue-
la, went through a very recent experi-
ence when an elected President was
overthrown through the machina-
tions of certain foreign and indige-
nous vested interests, and returned to
power on the strength of a rebellious
people. While Black Gold, as oil has
been described, is still the primary
cause of monetary allurements or use
of physical force which the developed
countries are bringing to bear on
such nations, issues relating to com-
mercialisation of water are appearing
on the international horizon to jeop-
ardise the peace in the future. The
same would be the case with the third
world’s wealth in flora and fauna. Nor
are the developed countries prepared
to limit their profits to ensure that the
ozone layer is spared further erosion
caused by the emission of harmful
gases from their factories.

At Doha, the Big Seven made it

faces new challengés

plain that in respect of agriculture,
they would not reduce their enor-
mous subsidies. This position was
taken despite the request, made
jointly in a memorandum submitted
by 70 poor countries to Mike Moore,
Director General of the WTQ, that
during the preceding four years, their
agriculture had suffered gravely. As
for patents, the only concession was
in terms of some life- saving and es-
sential drugs. The joint memoran-
dum had also referred to the plight of
the industrial sector of these poor
countries and the rapidly increasing
unemployment. It received no con-
sideration. In fact, Murasoli Maran,
our Commerce Minister, who had
mobilised the support of 55 coun-
tries, found in the end that he was
alone. Poorer and smaller countries’
leaders were coerced, bribed or won
over by concessions,

On his return, Mr. Maran pleaded
for the creation of a Development
Coalition of the third world countries.
However, with our protracted quarrel
with Pakistan, misunderstanding
with Bangladesh and rivalry with Chi-
na, India obviously cannot take any
initiative in this direction. In fact, this
is yet another instrument of policy
that the industrialised countries,
those among them which export ar-
maments in large numbers, the n-
weapon States and the five perma-
nent members of the Security
Council possessing veto power, make
use of. They interfere freely in clashes
between two immediate neighbours
or foment internal revolts by provok-
ing tribal jealousies. Apart from the
profits accruing from sales of sophis-
ticated weapons, they are able to ma-
nipulate the politics of third world
countries to guarantee that there can
be no peace. Moreover, their tradi-
tional diplomatic skills as also their
secret assist them in dominating a
whole humanity and decide its fu-
ture. All for a ‘few pieces of silver’, as a
poet, in another context, said.

The world has become a global vil-
lage and the U.S. is the boss. Unfortu-
nately, its supreme leaders act as
arbitrarily as any merciless, egocen-
tric, unscrupulotis headman would.
The poor of the whole world have to
grapple with this hugely tragic reality.
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GEO-POLITICAL INSTABILITY
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Gy
he 20th century was din
Tconﬂict and was the bloodiest
in history, but the period of
the Cold War between Nato and
the Warsaw Pact was one marked
particularly by strife and chaos.
Numerous wars and small con-
flicts the world over resulted in the
loss of life and property on a very
{arge scale. One or the other great
power was invariably behind these
conflicts, directly or indirectly.
However, the threats were almost
always predictable and a balance
of power system, tentative and
skewed as it was, ensured that the
world was spared the spectre of
another major world war.

Foremost challenge

The peace dividend expected to
accrue at the end of the Cold War
fafled to materialise. The unex-
pected and sudden break up of the
Soviet Union created a power
vacuum and further exacerbated
the prevailing uncertainties. Long-
suppressed ethno-nationalist as-
pirations for autonomy and self-
-governance came to the fore the
world over. Fissiparous tendencies
surfaced where the existence of
fissures in society could never
have even been imagined — for
example in former Yugoslavia.
Wars of interest were supplement-
ed by wars of conscience as the
international community, newly
awakened to the horrors of the
violation of human rights, moved
to relieve the suffering of those
who had been long oppressed and
those who were being victimised
for sectarian and ethnic differe-
nces. Movements for democracy
came to the fore in many countries
governed by dictatorial and
authoritarian regimes.

The proliferation of the wea-
pons of mass destruction has be-
come a major concern in the em-
erging world order. Some analysts
have classified terrorism as the
foremost challenge confronting
the world today. Other non-mili-
tary threats to national security,
such as the proliferation of small
arms, low levels of food, energy
and water security, mass migra-
tions, information warfare, narco-
tics tratficking, ecologicul div.is-
ters and environmental concerns,
have now begun te overtake mili-
tary threats. In short, strategic
uncertainties have become the
order of the day. Planning for def-
ence and national security in such
a scenario is becoming increas-
ingly more difficult and complex.

Defence planning is necessarily
based on a nation’s perceptions of
the strategic capabilities and in-
tentions of its adversaries. It is
directly affected by the changes
that may possibly come about as
the adversaries develop new capa-
bilities over many decades. Ob-
viously, threat perceptions vary
from country to country and even
within countries. In an era of
strategic uncertainty, it is more
prudent to opt for capability-
based force structures rather than

The author is a former Senior Fellow,
Institute for Defence Studies and
Analyses, New Delhi.

4,\} World Must Shift Confrontation To Cooperation
\)

By GURMEET KANWAL

threat-based planning as it would
then be easier to react to emerging
threats.

At the same time, when capa-
bility based planning is discussed
the, various types of emerging

threats for which the capabilities .

are to be acquired, must be skil-
fully visualised through a process
of systematic analysis. The capabi-
lities to be created should be in-
herently flexible to react to chan-
ges, which will inevitably take
place. Hence, under such circums-
tances, it IS necessary to possess
both a strong conventional capa-
bility at all times, backed by nu-
clear weapons where the security
environment so demands, and a
capability to react to emerging
situations short of conventional
conflict.

While the possibility of conven-

tional wars cannot be ruled out,
the time has come to redefine the
role of armed forces since non-mi-
litary threats to security, including
internal security threats, are gain-
ing greater importance day by day.
The ruling elites in some of the de-
veloping countries are of the view
that it is necessary to give the arm-
ed forces a role in the governance
of the country so as to help in the
management of internal security
and law and order.

Checks and balances

It such a course of action ap-
pears unavoidable, due to the
complexities of the internal se-
curity threats being faced by a par-
ticular state and its apparent in-
ability to deal with the situation
with the help of only the civilian
police and paramilitary forces,
very carefully thought out checks
and balances will need to be built
into the system to ensure that the
fundamental rights of the people
are not compromised by giving a
role to the armed forces in gover-
nance.

Such a role for the armed for-
ces is best avoided; instead, civil-
ian security forces should be stren-
gthened to deal with problems
such as insurgencies and foreign
sponsored large-scale terrorism.
Pakistan is a case in point. The
Pakistan army has had a de facto
role in governance for almost half
a century. General Musharraf is
now trying to legitimise that role

into a de jure one.

Often, discussions on defence
planning tend to focus too much
on defence expenditure as a per-
centage of the GNP. While this
may be a reasonably reliable com-
parative indicator, it is not a good
yardstick of whether a country is
spending an adequate amount for
national security, or whether the
expenditure is too much or even
too little.

A nation must first analyse the
threats to its security and then
decide on the level of defence
spending that it can afford to meet
these threats. Depending upon its
stage of development and its need
for strengthening its socio-
economic infrastructure, it may
not be able to fully meet its
defence expenditure require-
ments. Today, it is widely accepted

that there is a need for two kinds
of forces; one, to meet external
threats to national security and
the second, to meet internal thre-
ats to security, including terror-
ism. However, what really matters
is how much the budget can sup-
port the capabilities required for
these two kinds of forces,

While discussing a framework
for international security, the
world needs to come to terms with
the type of attacks that are being
routinely launched by the US on
Iraq and the present preparations
for another assault on that coun-
try. These attacks arc without the
sanction of the UN Security Coun-
cil and are taking place against a
country that has not committed
aggression after 1991.

The  international  system
appears to have serious loopholes
that allow the infringement of
national sovereignty by two or
more nuclear weapons states
coming together. A similar thing
could happen to other nations in
future. The “might is right” school
of thought cannot be allowed to
gain prominence in international
affairs.

Even in this mega-media age in
the wired and networked world
that knows no commercial and
intellectual boundaries, national
sovereignty must remain sacro-
sanct if international chaos is to be
avoided. This is even more impor-
tant in the era of strategic un-
certainty. If the basic tenets of

international faw are violated, this

will in itseif contribute further to

instability in the world and create.,
stifl more uncertainties. It is axio-

matic that when a nation is forced

into a back-to-the-wall situation, it

is likely to be forced to take pre-

cipitate action that may endanger

life and property in large areas of

the world.

The increasing promiscuity in
the international marketing of
arms and ammunition is also
leading to the creation of instabi-
lity in many regions of the world as
it creates disparities and spurs an
arms race.

Vested interests

This is an important factor to be
considered when taking up the
issue of regional and international
security and discussing ways and
means to veduce threats to
national sovereignty. The United
Nations Arms Register has quite
obviously not had the impact that
it had been designed for. The
vested commercial interests of
powerful arms lobbies must not be
allowed to annul years of
diplomatic efforts to reduce ten-
sions. Political considerations
must not be allowed to override
international security concerns;
and militarised foreign policy
should not dictate political
discourse.

The factor of emerging develop-
ments in weapons technology will
have a major bearing on inter-
national security in the coming
decades. Also, the cost of military
equipment is progressively rising
and defence requirements have to
compete with other pressing dev-
elopmental needs.

Hence, to ensure security and
stability, today all nations need to
exhibit immense political will,
ingenuity and imaginations while
dealing with the various new
factors and forces, which have
come into play. While defence and
national security can never be
planned at the cost of deve-
lopment, it must be recognised
that meaningful development
cannot take place in an unstable
security  environment, In a
situation of uncertainty and fear,
industry can never hope to pros-
per and negative growth rates are
likely to be achieved. It is a fun-
damental duty of the state to en-
sure the basic security of all its
citizens and their enterprises.

There is a need for greater un-
derstanding and cooperation am-
ong members of the international
community to shift from confron-
tation to cooperation and evolve a
viable security framework for the
21st century. Concepts like con-
tainment and balance of power
are relics of the Cold War and are
neither feasible nor desirable any
longer.

What the people of the world
need on priority are enhanced
impetus to human development
and the safeguarding of values like
human rights. This is possible only
in an assured environment of
durable peace. The great powers
must take the lead in this noble
venture.
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T his report is about poli-
tics and human devel-
opment. It is about
how political power and insti-
tutions — formal and infor-
mal, national and interna-
tional — shape human
progress. And it is about
what it will take for countries
to establish democratic gov-
ernance systems that ad-
vance the human develop-
ment of all people — in a
world where so many are left
behind.

Politics matter for human
development because people
everywhere want to be free to

determine their destinies, ex- -

press their views and partici-
pate in the decisions that
shape their lives. These capa-
bilities are just as important
for human development —
for expanding people’s choic-
es — as being able to read or
enjoy good health.

In the Eighties and
Nineties the world made dra-
matic progress in opening up
political systems and expand-
ing political freedoms. Some
81 countries took significant
steps towards democracy, and
today 140 of the world’s near-
ly 200 countries hold multi-
party elections — more than

ever before. But the euphoria-

of the Cold War’s end has
given way to the sombre reali-
ties of 21st century politics.

Developing countries pur-
sued democratization in the

- face of massive poverty and
pervasive social and econom-
ic tensions. Several that took
steps towards democracy
after 1980 have since re-
turned to more authoritarian
rule: either military, as in
Pakistan since 1999, or pseu-
do-democratic, as in Zimbab-
we in recent years. Many oth-
ers have stalled between
democracy and authoritari-
anism, with limited political
freedoms and closed or dys-
functional politics. Others,
including such failed states as
Afghanistan and Somalia,
have become breeding
grounds for extremism and
violent conflict.

Even where democratic
institutions are firmly estab-
lished, citizens often feel pow-
erless to influence national
policies. They and their gov-

- Living in an
&~ unequal world

Extracts from
the Human
Development
Report 2002,
published by UNDP

ernments also feel more sub-
ject to international forces
that they have little capacity
to control. In 1999, Gallup In-
ternational’s millennium su-
rvey asked more than 50,000
people in 60 countries if their
country was governed by the
will of the people. Less thana
third of the respondents said
yes. And only 1 in 10 said that
his government responded to
the people’s will.
Globalization is forging

- greater interdependence, yet

the world seems more frag-
mented — between rich and

Forsaken by the state

poor, between the powerful
and the powerless, and be-
tween those who welcome the
new global economy and
those who demand a different
course. The September 11,
2001, terrorist attacks on the
United States of America cast
new light on these divisions,
returning strategic military
alliances to the centre of na-
tional policy-making and in-
spiring heated debates on the
danger of compromising
human rights for national se-
curity.

For politics and political
institutions to promote
human development and
safeguard the freedom and
dignity of all people, democ-
racy must widen and deepen.

Economically, politically

and technologically, the
world has never seemed more
free-or more unjust

At the March 2002 United
Nations Conference on Fi-
nancing for Development in
Monterrey, Mexico, world
leaders and policy-makers as-
sessed progress towards the
development and poverty era-
dication goals set at the UN
Millennium Summit in 2000.
They also pledged an un-
precedented global effort to
achieve those goals by 2015.

Many developing coun-
tries are making progress on
several fronts, particularly in
achieving universal primary
education and gender equali-
ty in access to education. But
for much of the world the
prospects are bleak. At cur-
rent trends, 33 countries with
more than a quarter of the
world’s people will achieve
fewer than half the goals by
2015. If global progress con-
tinues at such a snail’s pace, it
will take more than 130 years
to rid the world of hunger.

Two problems seem in-
tractable. The first is income
poverty. To halve the share of
people living on $ 1 a day, opti-
mistic estimates suggest that
3.7 per cent annual growth in
per capita incomes is netded
in developing countries. But
over the past 10 years only 24
countries have grown this
fast. Among them are China
and India, the most populous
developing countries. But 127
countries, with 34 per cent of
the world’s people, have not

* grown at this rate. Indeed,
_ many have saffered negative

growth in recent years, and
the share of their people in
poverty has almost certainly
increased.

The second major prob-
lem is child mortality. Al-
though 85 countries are on
track to reduce under-five
mortality rates by two-thirds
from 1990 levels or have al-
ready done so, they contain
less than a quarter of the
world’s people. Meanwhile,
81 countries with more than
60 per cent of the world’s peo-
ple are not on track to achieve
this goal by 2015.

TO BE CONCLUDED
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Globalisation is
real agenda of
earth summit~

By Chandrika Mago [W\
Times News NETWORK

Johannesburg: Ahead of the
formal start of the World Sum-
mit on Sustainable Development
(WSSD) here on Monday, dele-
gates were already locked in ne-
gotiations to resolve issues
which have defied solution so far.

The negotiations come amid
fears of afractured summit that
may just see the divide between
the developed and the develop-
ing worlds deepen and leave the
poor exactly where they are—
out in the cold.

US President George W.
Bush’s absence from the sum-
mit is “a bad
sign”, acknowl-
edged Jan Pronk,
special envoy of
the UN secretary-
general to the
summit. But the
US is “engaged”,
goes the official
message, as 4,179 P,
official delegates
get down to the
nitty-gritty of “cleaning up”
documents for the 104 heads of
state and government expected
here this week.

The WSSD, which comes 10
years after the first Earth Sum-
mit sought to bridge the gap be-
tween economic development
and environment protection, is
focussed on an ambitious agen-
da of water, energy, health, agri-
culture and biodiversity, all
aimed at improving lives at least
cost to the environment.

The sticky point is not the fine
intentions but the fundamentals
of targets, time-tables, money
and transfer of technology. Much
of what was promised at the first
summit in Rio de Janeiro has not
come through, and newpromises
haven’t been kept. Financial as-
sistance from the developed
countries has plunged.

But the “real fight” or “hid-
den agenda” behini the sum-
mit, is said to be globalisation,
and the shape it has taken over
the past 10 years, with organisa-
tions such as the World Trade
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rganisation, the International
Monetray Fund and the World
Bank setting the agendas.

On Sunday, Greenpeace polit-
ical director Remi Parmentier
set the cat among the pigeons by
making public an officially un-
acknowledged joint paper by the
US and European Union on
globalisation which, he said,
leaves unaddressed key issues
such as corporate accountabili-
ty, limits to trade, subsidies, and
the relationship between the
WTO and multilateral environ-
ment agreements.

“Globalisation is at the heart
of the Johannesburg summit,”
he said. “The real fight over
globalisation and
governance will
be coming up in
the next few days.”
The summit is
also being seen as
an acid test for
multilateralism
amid very real
fears about the en-
tire focus on, and
push for, bilateral-
ism and agreements outside the
formal process.

It was a danger that Mr P
acknowledged on  Sunday
“What is at stake,” he said, “is
action to implement what ought
to have been implemented. We

o
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cannot leave Johannesburg
without firm commitments to
implement.”

The choice, as he and others
see if, is between two paradigms
of development —since 9/11, the
security paradigm has been
overwhelming, it is said.

At a news conference on Sun-
day, however, South African for-
eign minister Nkosazana Dlami-
ni-Zuma and summit secretary-
general Nitin Desai sounded an
optimistic note, hinting that
“good progress” is being made
at resolving differences but re-
fusing to delve into specifics.

But the call for “credible com-
mitment to specific action”
came also from Mr Desai.

@ Bhopal activist’s plans, Page 10
@ See Edit: Fate of the Earth, Page 12
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. (Sunday Times,
. October 1969) had observed:
. “When all is said, the Mahatm-
" a, in his humble and heroic
! ways, was the greatest living
" anachronism of the twentieth
' century.” He picked holes in

Was Gandhi the greatest anachronism of the 20th century? Inequalities
continue as do wars, just the areas and manner of domination change

WORLD ORDER

| RTHUR Koestler, in his
' highly critical essay,

“Gandhi, a revaluation”

London, 5

most of Gandhi’s ideas and ide-

* als and pointed out their para-
" doxes. But as we look at the
- world at the close of this cen-

tury we find that it is western

civilisation that has caused the

. worst paradoxes and perplexi-

ties and has itself become “the
greatest living anachronism of
the contemporary period”.
Maybe the present-day world,
over which the western civilisa-
tion dominates, is scientifically

" and technologically highly ad-

vanced but is it not socially and
morally retarded? Maybe it has
acquired phenomenal know-
ledge in most spheres of human
affairs but is it not spiritually
bankrupt?

The present situation raises a
host of questions. Why, even
after World War II and the
establishment of the UN, have
more than 20 million people
died in conflicts? Why is a “new
world disorder” replacing the
cold war era? Why, despite hu-
manitarian declarations, do the
rich®industrialised countries
continue to create a more un-
fair, unjust and unequal world,
and why are millions still being
starved, tortured, humiliated,
abused or hurt in one form or
another? Why have UN insti-
tutions, set up with hope and
faith, failed to attain their
objectives?

“Since wars begin in the minds
of men, it is in the minds that
defences of peace must be cons-
tructed”. It was with this objec-
tive that UNESCO was set up
in 1946. Esther Brunner, head
of the US official delegation to
the preparatory commission,
explained: “Thesmoving spirit
behind UNESCO is the deter-
mination of people throughout
the world to establish truth as a
guide to public action.” But

The author is Union Minister
for Culture and Tourism.
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after mdre than five decades of
UNESC®’s existence the posi-
tion, in \essence, remains the
same. The “minds of men” show
the same propensity to be ag-
gressive as before. And truth is
being butchered as cynically as
in the previous era. The only
real change is in the areas of
“war”, techniques of domination
and the manner of resorting to
untruth.

The people’s “determination to
establish truth”, about which

“The rich white man,
with his over-
consumption, behaves
like a veritable
cannibal; he eats the
poor people of the
poor countries.”

Brunner spoke so eloquently in
1946, now appears to be a joke.
With all the facilities of the mo-
dern media, the powerful ele-
ments, both at the national and
international levels, are able to
condition even man’s mind and
make him think or do what they
want him to think or do. It is
the propaganda of the vested
interests, and not the truth,
that has established its sway.
Gandhi, on the other hand,
raised truth to the level of ab-
solute faith — a religion in
itself. He said: “I amled to my
religion through truth and non-
violence. I often describe my
religion as religion of truth. Of
late, instead of saying God is
Truth, I have been saying
Truth is God. We are all sparks
of Truth... To be true to such
religion, one has to lose oneself
in continuous and continuing
service in life.”

By side-tracking these ideals
of truth and service, the West
has continued with its old atti-
tudes and kept the world under

the sway of incipient barbar-
ism. As brought out by various
Human Development Reports,
inequalities in consumption
have increased to such an ex-
tent that “20 per cent of the
world’s highest-income coun-
tries account for 86 per cent of
the total private consumption
expenditures — the poorest 20
per cent a minuscule 1.3 per
cent”. The inhuman aspect of
these disparities finds telling
expression in Rene Dumount’s

“The rich white

observation:
man, with his over-consum-
ption, behaves like a veritable

cannibal; he eats the poor
people of the poor countries.”
Ironically, even in the rich
countries, affluence has not en-
larged the scope of individual
happiness or brought about
greater balance and harmony in
society. On the other hand, it
has  dehumanised individuals
and made them selfish and me-
chanical in pursuit of personal
pleasures.

Finally life is disintegrating.
In some countries, children
born out of wedlock outnumber
those born in it. In the USA
alone, there are, on an average
150,000 cases of rape every
year, and expenditure on the
consumption of narcotics
exceeded the combined GDP of
80 developing countries. More
than 100 million in the deve-
loped countries are homeless.
At least 37 million are without
Jobs. In short, “God of the in-
dustrialised world” and its ideal

of perpetu growth and un-
bridled consumption, too, have
failed. The vision and hopes
entertained by agencies like
UNESCO have not materia-
lised, and human conditions,
when evaluated in terms of hu-
man happiness, have not im-
proved either in the industria-
lised rich countries or in the
Third World.

The present-day contradic-
tions and inequities of the type
indicated above have arisen be-
cause the 20th century did not
accept the ethicscape offered to
it by Gandhi whom Louis Fish-
er called “a unique person, a
great person, perhaps the grea-
test figure of the last 1900
years.”

By not following Gandhi’s in-
terpretation of religion and by
despiritualising politics, the
present-day world is merely ad-
ding to its sickness and reinfor-
cing its hidden inhumanities.
Unfortunately, it is ignoring
Gandhi’s warning that “politics
bereft of principles are death
traps; they kill the soul of a na-
tion”. Gandhi’s ideal of non-vio-
lence had a deeper significance.
It involved a continuous effort
to curb fear, greed, anger and
other evils that lurk inside
man.

Gandhi foresaw also the pre-
sent environmental crisis. He
understood that at the root of
the environmental problems lay
the culture of consumerism and
acquisitiveness. He rightly po-
inted out that “nature had
enough for everybody’s greed”.
It is, therefore, not surprising
that the present-day world has
been caught in the web woven
by itself and its one part is fac-
ing degradation and degenera-
tion on account of the problem
of plenty and the other part on
account of problems of paucity.

If the prevailing spiritual
atrophy has to be removed and
the world made safe for justice,
truth and human happiness, a
new mindscape, rooted in Gan-
dhi’s ideals, has to be created,
and all those, like Arthur
Koestler, who considered him
as the greatest living anachron-
ism of the 20th century con-
signed only to a decent place on
the library-shelves. . T
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F HUMAN development is

about expanding people’s

choices to lead the lives they val-

ue, then democratic rights
should surely be an integral part of
this concept of development. De-
mocracy then is an end, to be valued
for itself. But because, in theory, de-
mocracy gives the citizen a voice to
demand, for example, good educa-
tion, health services and an enabling
environment for higher incomes it is
also an instrument for expanding hu-
man development.

It is therefore surprising that in its
constant endeavour to refine the
concept of human development, the
annual Human Development Report
(HDR) of the United Nations Devel-
opment Programme has, other than
one half-hearted attempt in the early
1990s, avoided a discussion of de-
mocracy. The 2002 edition of the
HDR has set out to correct this
anomaly. It is not a discussion that
will satisfy everyone because, first of
all, the HDR, as always, makes a san-
itised presentation of the more con-
tentious issues in the exercise of
democratic rights. Second, it prefers
to reduce every socio-economic phe-
nomenon to a measurable number.
This may be its strength — as dem-
onstrated in the growing popularity
of the human development index
(HDI) — but when the practice of de-
mocracy in each country too is mea-
sured by a variety of numbers, this
creates problems of its own kind.

Such failings apart, the HDR this
year is interesting for both highlight-
ing the importance of democratic
processes in human development
outcomes as well as for pointing out
what is self-evident but is often for-
gotten in Western analysis, that there
is no straightforward relationship be-
tween democratic practices and eco-
nomic outcomes.

To take the second subject first, we
are the best example there can be of a
democracy failing to provide a mea-
sure of decent well-being to a major-
ity of the citizenry. While we can take
justifiable pride in the deep roots

y and develop

By C. Rammanohar Reddy

that electoral democracy has taken at
home; dictatorships and semi-dicta-
torships have raced ahead in ensur-
ing a higher level of human
development, when measured in
terms of income, education and
health. This leads at times to an ill-
informed expression of disgust to-
wards democracy and a correspond-
ing (ill-informed) preference for
some form of dictatorship. The
HDR’s review of the research on the
links between democracy and eco-
nomic development leads it to con-
clude, not surprisingly, that there is
no clear relationship between the

freedoms and human development
have to do with the “democratic def-
icits”, as the HDR calls them. These
deficits are of many kinds. One, there
is the lack of accountability in demo-
cratic institutions. Legislators are
held accountable only at election
time. Two, the checks and balances
between the Legislature, Executive
and the Judiciary are often sufficient-
ly weakened to prevent the exercise
of accountability. Three, corruption,
money power and criminalisation to-
gether can subvert democratic insti-
tutions. Four, discrimination which
is institutionalised by society — in

In India, democratic deficits are growing
alongside its uninterrupted record (other than
during the Emergency) in electoral democracy.
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two. The best that can be said is that
“democracy appears to prevent the
worst outcomes, even if it does not
guarantee the best ones”. This may
not be the best advertise-

gender, community and socio-eco-
nomic status — means that partici-
pation in democratic processes can
often be only of symbolic value. Five,
centralisation of execu-

ment for democracies

MACROSCOPE tive powers in a democ-

(irrespective of the fact
that democratic rights are to be val-
ued for themselves), but this does
lead to the question about why is it
that democracies sometimes fail in
ensuring better economic outcomes.
This is where issues other than elec-
tions and voter turnout become im-
portant in strengthening the links
between democracy and human
development.

The HDR postulates a two-way re-
lationship between political freedom
and human development. Demo-
cratic rights enable people to de-
mand improvements in their human
development status, as in education
and health. At the same time, educa-
tion, for instance, “increases their
ability to demand economic and so-
cial policies that respond to their pri-
orities”. But for this virtuous circle to
be set in motion it is not enough to
have regular and universal elections.

The weaknesses in the instrumen-
tal connection between political

racy reduces even

further the strength of people’s voic-

es, especially when they are about
the delivery of social services.

These are the more obvious prob-

lems with the practice of democracy

today. The situation varies from

country to country. Where electoral
democracy has been the practice for
a.longer period are not necessarily
the countries where the imperfec-
tions are less common. In India,
democratic deficits are growing
alongside its uninterrupted record

(other than during the Emergency) in

electoral democracy.

India’s record in some areas is eu-
logised in the HDR 2002. The inde-
pendence and activism of its
judiciary comes in for special men-
tion. So too the system of panchayati
raj as an example of successful de-
centralisation. But a majority of Indi-
an citizens would not be impressed
with these certificates from the
UNDP. When it comes to exercising
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the right tp vote, Indians may show a
far greater determination than voters
in ‘more mature’ democracies. That
is the one time when the people’s
representatives are held accountable
for their quality of governance. But
their general experience with the in-
stitutions of democracy is an increas-
ingly unhappy one. Subversion of
institutions through corruption and
criminalisation is common. Elite
capture of the Legislature and the Ex-
ecutive takes many forms and routes
through money, caste and
religion.

Even decentralisation and the Ju-
diciary — the HDR’s two examples of
successes — are not processes and
institutions the Indian citizen is en-
tirely happy about. More than 15
years after the first serious attempt at
decentralisation was carried out in
Karnataka and nearly a decade after
the 73rd and 74th Constitutional
Amendments, in no State has decen-
tralisation made a measurable differ-
ence to governance. The promises
and claimed successes are many. But
the reality has been different largely

on account of subversion, elite cap-
ture and insufficient political
support.

The record of the Judiciary too has
been less than exemplary. How can it
be otherwise, when one Chief Justice
of India was compelled to publicly
state that 20 per cent of the judicial
officers in the subordinate courts are
corrupt?

We may demand, as the Union
Human Resource Development Min-
ister, Murli Manohar Joshi, did when
presented with a copy of the HDR
2002, that as a democracy of half-a-
century India should be placed high-
er in the global ranking of achieve-
ments in human development. But
be it in the practice of democracy or
progress in the components (in-
come, health and education) that
currently make up the HDI, we can-
not honestly claim to belong else-
where than in the bottom echelons of
the medium human development
group of countries.
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THE ANNUAL HUMAN Development Report &f the
United Nations Development Programme §nce
again presents a mixed picture of where the nations
of the world are in economic and social well-being.
The trends in human development during the
1990s, as measured by the human development in-
dex (HDI), show that amidst the improvement that
has taken place in many countries (including India)
there are large spots of deterioration. Countries in
central and east Europe and sub-Saharan Africa are
at a lower ievel of human development today than
they were a decade ago. The prospects of a dramatic
improvement in the future do not look very bright
either. In the HDR’s assessment, Governments are
not doing enough to attain the U.N.’s seven millen-
nium development goals on hunger, education and
health, which heads of state endorsed two years
ago. More than 120 countries with 40 per cent of the
world’s population are growing too slowly to be able
to halve poverty by 2015. Contrary to the assess-
ment made by other agencies, the HDR sees India
too as falling far behind in achieving the goal on
reduction of extreme poverty as also on infant and
under-five mortality. This should temper any satis-
faction India may take in its steady but siow im-
provement in the HDI during the past decade, with
its ranking among 135 countries having improved
six places since 1990.

Deepening democracy for human development is
the main theme of the 2002 report, a subject that
does not lend itself easily to quantification which is
what the HDR has always been good at. Yet, the
disappointment with democratic governance from
the perspective of human development has rarely
been addressed as frontally as in the latest HDR. It is
a fact that the substantial increase during the 1990s
in the number of countries opting for multi-party
democracy has not led to a corresponding improve-
ment in social and economic outcomes. This does
not mean that authoritarian regimes do a better job
— for what they are worth statistical analyses do not
show any corresporidence between authoritarian-
ism })d development. But the more important
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point, even if it seems self-evident, is that democrat-
ic governance facilitates human development only
when institutions are accountable to people and the
peoaple themselves can fully participate (beyond vot-
ing in elections) in local and national debates and
are involved in decision-making. In this respect, ad-
dressing the “democratic deficits” in some practices
(money power in politics and corruption in govern-
ance) and strengthening institutions (the media and
civil society) are critical for building a virtuous cycle
between governance and human development, a cy-
cle in which one strengthens the other. The HDR
sees addressing the democratic deficit in the inter-
national institutions — especially the World Bank,
the International Monetary Fund and the World
Trade Organisation — as an important part of this
process, since these institutions are witness to a rep-
lication, at the global level, of the imbalances pre-
sent in the decision-making processes within
nations. The problems with the structure and func-
tioning of some of the global organisations are well-
known but when they are made by institutions
which have been largely marginalised (i.e. the U.N.)
they are more likely to be interpreted as a demand to
be given a seat at the table.

The HDR’s need to reduce everything to a number
does affect the quality of its analysis. Only 80 of the
140 countries which hold multi-party elections are
categorised as “fully democratic” by one measure.
The numerical scale of democracy on which coun-
tries are placed is one developed by a U.S. university
and based on an arbitrary selection of categories.
The HDR admits that there are objective (like the
voter turnout rates) and subjective indicators of
democratic governance. But the use of many sub-
jective measures developed by a variety of institu-
tions — university departments, the World Bank and
non-governmental organisations — can lead to very
peculiar listings. In freedom of the press, for exam-
ple, India is ranked lower than Burkina Faso, Mon-
golia and Bolivia. Numbers are best left out of
discussions of issues such as the quality of institu-
tions in a democracy.
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Correspondent

NEW DELHI, JULY 25. The annual Human Devel-
opment Report of the United Nations warns
against compromising on human rights and
support for democracy in the fight against
global terror launched after September 11. It
also strongly disputes the notion that author-
itation regimes are better for political stability
and economic growth.

The report released here notes that the
wave of democracy building of the 1980s and
1990s has stalled with many countries lapsing
into authoritarianism or facing rising eco-
nomic and social tensions. In this respect, it
refers to the military rule in Pakistan and the
“pseudo-democractic” rule in Zimbabwe.

Others, including those described as
“failed states” such as Afghanistan and So-
malia, have become breeding grounds for ex-
tremism and violent conflict.

The HDR 2002 with the theme “deepening
democracy in a fragmented world” says last
year's terrorist attacks on the United States
cast a new light on global divisions, returning
- strategic military alliances to the centre of na-
tional policy-making and inspiring heated
debates on the danger of compromising on
human rights for national secruity.

“For politics and political institutions to
promote human development and safeguard
the freedom and dignity of all people, democ-
racy must widen and deepen,” the report
says.

It opposes the view of countries in the de-

-

veloping world in countries such as Malaysia,
Pakistan, Colombia and Kazakhstan, where
populistor authoritarian leaders have argued
that there is a trade-off between national sta-
bility and personal freedom.

The report cites recent research showing
that established democracies are less likely to
experience civil war than the non-democratic
regimes. This holds important lessons for
peace-building in Afghanistan where efforts
to build democracy need to go along with ef-
forts to restore peace.

On developmental goals, it says nearly two
years since world leaders set measurable tar-
gets for poverty eradication by 2015 only 55
countries with 23 per cent of the world’s peo-
ple are on track to achieve 75 per cent of these
goals. And 33 countries with 26 per cent of the
world’s people are failing on over 50 per cent
of the targets.

Referring to the growing fragmentation of
the world despite globalisation, it says protes-
ters in developed and developing countries
have been concerned that poor people and
countries are losing out in the way global af-
fairs are being managed.

The report calls for concrete reforms to in-
crease the role of developing countries in in-
ternational institutions and make them more
open and accountable to the people and
countries whose lives they affect.

Nearly half the voting power in the World
Bank and International Monetary Fund rests
in the hands of seven countries. And though
all countries have a seat and a vote in the

THE HIND

-~ ‘Many countries lapsing
" into authoritarianism’

World Trade Organisation (WTO), in practice
decisions are taken in small group meetings
and heavily influenced by Canada, the Eu-
ropean Union, Japan and the U.S. In 2000, 15
African countries did not have a single trade
representative stationed at the WTO.

The HDR proposes several reforms that
could address some obivious imbalances in
global decision-making. These include elim-
inating the United Nations Security Council
veto, reforming the selection process for the
heads of the IMF and the World Bank (cur-
rently controlled by Europe and the U.S. re-
spectively), and new programmes to help
poor countries better represent their inter-
ests at the WTO.

At the Security Council, it points out the
majority of vetoes do not concern vital inter-
national security issues. As many as 59 vetoes
have been cast to block admission of member
states and 43 vetoes have been used to block
nominees for the Secretary General in closed
sessions of the Council.

The report says that recent global civil so-
ciety campaigns have pointed at ways to re-
ach more collaborative solutions to global
problems in an interdependent world. Over
1,000 civil society organisations across the
world worked together in the campaign to es-
tablish an International Criminal Court.

The World Commission on Dams also
brought together not only government and fi-
nancing institutions but also people to be re-

settled, engineering firms, NGOs and other
stakeholders. /
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~Globalisation versus nationalism

The challenge for companies is to run a multinational and multicultural operation that respects local, religious, cultural
and national identities, bwitﬂn well defined and agreed global principles, says Vikram Singh Mehta
w

HE stern travel advisory that for-

eign nationsissued in June urging

their citizens to leave India pro-

vokes a set of questions that
should be debated against the context of
globalisation and liberalisation. Do gov-
ernments on account of their obligation to
safeguard their citizens have overriding
“rights” to expect compliance, in matters
such as where, when and for what pur-
poses, citizens should travel? Should
MNCs subordinate their responsibility to-
wards their host society, not to mention
their shareholders, to comply with the di-
rectives of their parent government?
Should the political risk assessments of
foreign office functionaries be accepted as
gospel notwithstanding the fact that most
companies carry out their own sophisti-
cated internal assessments?

Lask these questions notbecause I have
any doubts about the motives for the June
advisory. I can appreciate governiments
acting with prophyJactic caution in antic-
ipation of what could have become a lo-
gistical nightmare of large-scale evacua-
tion had the border situation spiralled out
of control. Lask these questions because,
right or wrong, the advisory triggered re-
actions that tells us something important
about the context in which MNCs and
governments operate today.

The CII, for instance, saw the advisory
as a form of economicsanction; othersasa
component of a broader geopolitical plan
to pressure India and Pakistan to de-esca-
late; yet others as simply a misreading of
ground realities. The advice also put
MNCsinanawkward situation. They had
to decide whether to accept the advice
and evacuate all expatriates notwith-
standing possibly their own more opti-
mistic assessment but risking thereby the
disruption of operations and the erosion
of carefully built up local relationships. Or
to demur and then risk criticism from
their embassy. They also had to consider
the impact on staff morale. After all, if the
situation was indeed dire enough to war-
rant immediate evacuation of foreigners
then surely the security of local staff who

after all are no less a part of the organisa-
tion also needed to be addressed.

This article cannot answer all of these
questions but it can provide one backdrop
against which 1 believe, the answers
should be formulated. There will no
doubt be other perspectives. The point is
to ensure that in the event border ten-
sions escalate again the resultant actions
and reactions will be less divisive and pre-
emptory.

We live in a world today, which is in
many respects truly global. This does not
mean that the nation state and national-
ism is dead; rather that there is now
greater interaction amongst societies.
There are a large number of issues in
which governments and companies (not
to mention NGOs and the public) have
overlapping, though often conflicting, in-
terests. Global terrorism, environment,
narcotics, AIDS, are but a few such issues.
The challenge for governments in this
“new order” is to manage the tension be-
tween, the “germ of a universal con-
sciousness” (to quote the scholar Ray-
mond Aron) in the value of transnational
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cooperation and liberal open market
norms on the one hand, and the contin-
ued pull of national selfinterest and “uni-
lateralism” in decision making on the oth-
er. The travel advisory in June has high-
lighted this challenge.

NCs face a not too dissimilar set of

challenges. Globalisation and liber-
alisation has given them greater freedom
of action and a greater say in policymak-
ing in many countries. It has opened up
new avenues for investment and growth
and facilitated a “footloose” manufactur-
ingand marketing strategy wherein com-
ponents are often manufactured in one
country, assembly is done in another and
sales of the final product are made to a
third. The challenge for companies is to
run amultinational and multicultural op-
eration that respects local, religious, cul-
tural and national identities, but simulta-
neously, operates within well defined and
agreed global principles. The challenge is
compounded by the heightened expecta-
tions of the public regarding environmen-
tal and social performance. Companies
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that do not behave responsibly risk harsh
reactions and possibly the withdrawal of
their licence to operate and grow. Compa-
nies make a commitment to local rela-
tionships and wider community develop-
ment not simply out of philanthropy. The
call for the unilateral evacuation of expa-
triate staff without consideration of the
impact onlocal stakeholders belied recog-
nition of the complexity of the various
commitments that globalisation entails.

These arguments should not be unduly
stretched. There is no denying that gov-
ernments and companies must forewarn
visitors against travel to potential trouble
spots; nor that foreigners especially west-
erners are often the targets of random at-
tacks; and that most people feel a height-
ened sense of insecurity in a foreign land.
Thereis also no denying that globalisation
has not altered the “enduring national na-
ture of citizenship”. A primary driver be-
hind the June advisory was domestic
public opinion —- what if indeed one of
their citizens got hurt?

Equally, however, one must not deny
that in this emergent “new order” the
adoption of narrowly sclf interested poli-
cies have consequences, often unintend-
ed, that can reach well beyond the target
audience. The June order has dealt the In-
dian tourist industry a severe blow and
the Indian IT companies are scrambling to
reassure their international clients of un-
interrupted service.

Notions of sovereignty predate the im-
peratives of globalisation. A clash is not
therefore surprising. The question is
whether, notwithstanding the conflicting
constituencies of governments and indus-
try, the consequences of such a clash can
be contained. The tools of technology ex-
ist to share and scrutinise information and
facilitate collaboration. Next time a border
crisis occurs it should be deployed to bring
together all concerned parties (Cll, em-
bassies, companies, NGOs) to ensure that
atleast each eschew the simplistic “unilat-
eralism” of the status quo ante.

(The author is chairman, Shell: views
expressed dre personal)
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Matthew Jones &
Robert Cottrell
LONDON/MOSCOW, 21 JULY

he Organisation of

Petroleum Exporting
Countries said on Friday it was
prepared for a price war unless
Russia took steps to curb its
rapidly growing production.

A senior Opec official said
the cartel, which supplies about
a third of the world’s oil, was
becoming increasingly frustrat-
ed by Russia’s improving rela-
tionship with the US and its
growing share of the world mar-
ket.

“The Russians are playing a
dirty political game with Opec
and it is becoming very hard to
trust them. If they are keen on
| having a price war, so be it. It is
" time we abandoned the soft ap-
proach and became more ag-
gressive,” said the official.

The comments mark an es-
| calation in the tension that has
. been building between Opec
" and Moscow over the past six
months.

‘ Russia, in common w1th
" Mexico and Norway, other large
- non-Opec members, agreed to

trim exports in the first half of
this year in an effort to main-
tain oil prices in Opec’s $22-$28
per barrel target range.

But many observers believe
Russian producers kept volumes
high through exports of refined
products and exports of oil to
neighbouring countries of the
Commonwealth of Independent
States, which were not covered
by the loose agreement with
Opec.

The Opec official's com-

S

ments followed remarks by
Rilwanu Lukman, Opec presi-

. dent, that the organisation had

“the reserves and the capacity”

to respond to a price war with

Russia.

Opec ministers are due to
meet on September 18 to de-
cide whether to change the cur-
rent production quotas. The of-
ficial said an increase in output
was backed by most ministers,
with the intention of driving
crude oil prices down by $3 or

1
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prlce war with Russm

$4 a barrel.

The US has been encourag-
ing Russia to raise its oil pro-
duction and exports as relations
between the two countries have
improved since the terrorist at- :
tacks on the US last September.
It sees Russian oil as a means of
reducing Opec’s ability to fix |
prices and as a hedge against
instability in the Middle East.

According to Renaissance
Capital, a Moscow investment
bank, Russian crude oil pro-
duction rose 8.6 per cent year-
on-year in the first half of 2002,
and total crude oil exports rose
3.4 per cent.

- In February this year Russia
briefly overtook Saudi Arabia, |
the leading member of Opec, as .
the world’s biggest oil producer.

Leo Drollas, oil analyst at the
Centre for Global Energy
Studies, said any move by Opec
to drive dewn the crude price
would be “nonsensical”.

“The only way Opec could
win the market share issue
would be by dropping prices to
$12-$15 a barrel and that would
hurt Opec countries more than
Russia,” he said. ‘

(Financial Times)
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wThe G-8 summit and beyond

A

T THE Kananaskis summit of

leaders of the eight most

powerful industrialised and

democratic countries, the
focus was on the Africa Action Plan;
the Spread of Weapons and Materials
of Mass Destruction; Terrorism and
Russia’s Role in the G-8. Other docu-
ments adopted included ‘A New Fo-
cus on Education for All', ‘the Heavily
Indebted Poor Countries (HIPC) Ini-
tiative’, ‘G-8 Initiative on Conflict
and Development’, ‘G-8 Views on
Disarmament, Demobilisation, and
Reintegration of Combatants in-
volved in Conflicts’.

South Asia as a region did not fig-
ure in any of the summit documents
relating to development cooperation
policy. An ‘alternative summit’, the
‘G-6 billion of civil society actors’,
generated more strident criticism of
the G-8, especially on Africa, but
failed to project the problems of pov-
erty in South Asia. Even the media
and the scholarly community were
oblivious of the issue. Apparently,
civil society in South Asia was either
sleeping or too hamstrung by India-
Pakistan tensions to think about this
matter despite its importance. This is
regrettable because poverty reduc-
tion is as important in South Asia as
in Africa. At the SAARC Summit in
Kathmandu last January, South Asian
leaders recognised the enormity of
the problem and called for a support-
ive international environment and
an enhanced level of assistance by
the international community for
poverty-alleviation programmes in

" the region. The opportunity of get-
ting a favourable response to this col-
lective call at Kananaskis was missed.

The Independent Commission on
Poverty Alleviation in South Asia set
up at the Kathmandu Summit, ex-
pected to have its third meeting in
India in the near future, can profit by
studying the initiative taken by Afri-
can states in adopting the New Part-
nership for Africa’s Development
(NEPAD) and the G-8 Africa Action
Plan. On the political side, the India-
Pakistan standoff resulted in the G-8

———
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Foreign Ministers making joint state-
ments in December 2001 and again
on May 31, 2002. Meeting in Whis-
tler, Canada on June 11 and 12, 2002,
prior to the Kananaskis summit, they
discussed in detail the tensions be-
tween India and Pakistan. They talk-
ed of the continuing concern
regarding the risk of conflict between
“nuclear weapons capable nations”
and “the threat this would pose to
regional and global security and sta-

By Kant K. Bhargava \C\ Y

G-8 action is contemplated in inter-
national bodies such as the Interna-
tional Civil Aviation Organisation
(ICAO) and the International Mari-
time Organisation (IMO). The second
instrument relates to “The G-8 Glob-
al Partnership against the Spread of
Weapons and Materials of Mass De-
struction.” Its aim is to prevent nu-
clear, chemical or biological
weapons falling into the hands of ter-
rorists. The most important provi-

The South Asian polity needs to engage the G-8
in a serious and meaningful manner on
cooperation in development matters.

bility”. They reiterated the call for
“both countries to continue to work
with the international community to
ensure that there will be a diplomatic
solution to the current crisis”. Care-
fully avoiding the word mediation,
they, nevertheless, observed: “We'are
committed to continuing to work
with India and Pakistan to deal with
the fundamental problems underly-
ing the current crisis and to sustain-
ing coordinated diplomatic efforts in
the region”. At the Kananaskis sum-
mit, there was the expected exhorta-
tion to Pakistan for putting a
permanent stop to terrorist activity
originating from territory under its
control and a call for commitment by
both India and Pakistan to a sus-
tained dialogue on the underlying is-
sues dividing them. The recent spate
of visits of dignitaries from G-8 coun-
tries to Pakistan and India is to be
viewed in this light. Collectively, they
will review the position when they
meet in New York during the General
Assembly Session in September.

At Kananaskis, the leaders took
stock of existing measures against
terrorism, including terrorist financ-
ing, and added two new instruments
to the existing panoply. The first was
an agreement on transport security,
including travel documents, contain-
ers, ports and aviation security. Joint

sion was a commitment by the G-8 to
spend up to $20 billion over 10 years
in destroying or cleaning up nuclear
and chemical weapons, initially in
Russia but also in the other countries
of the former Soviet Union.

The G-8 has apparently accepted
the concept articulated by the United.
Nations Secretary-General, Kofi An-
nan, that the WTO meeting at Doha,
Conference in Monterrey for Financ-
ing for Development and the World
Summit on Sustainable Develop-
ment (WSSD) scheduled to be held in
Johannesburg form an ascending se-
quence. But the WSSD may be in
trouble, partly because of differences
between the G-8 members.

The G-8 Summits are also con-
cerned with managing the advance
of globalisation. The most intractable
problem here is that poor countries
and poorer sections of populations
can miss all the potential benefits of
globalisation and thus fall further be-
hind. Precisely because it is so intrac-
table, this problem of
poverty-reduction has  become
lodged with the G-8. At the Summit
meeting in Genoa a year ago, the G-8
leaders had adopted a comprehen-
sive Poverty Reduction Strategy. But
despite a series of initiatives in re-
gard to debt relief, Information Tech-
nology, HIV/AIDS and other
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infectious diseases and trade-related
matters, the G-8 has found this a stu-
pendous task. Much of the economic
agenda at Kananaskis, apart from
Africa, covered areas where G-8 ini-
tiatives, after initial progress, showed
signs of running out of steam, either
because of inadequate resources for
tackling problems of education and
health or because they met domestic
resistance in matters such as grant-
ing trade access. This perhaps ex-
plains the apparent neglect of South
Asia insofar as development cooper-
ation issues are concerned.

The Kananaskis summit has re-
vealed some of the strengths of the
G-8 process: its ability to launch in-
novative and forward-looking initia-
tives, to cover a wide range of
different issues and to combine po-
litical and economic actions. The
combining of the Africa Action Plan
with the NEPAD is the latest initiative
in this field which should be studied
carefully by South Asian policy anal-
ysts. In spite of the seemingly limited
resources of the G-8, the South Asian
polity needs to engage the G-8 in a
serious and meaningful manner on
cooperation in development matters
where the problems faced by the re-
gion are such that international as-
sistance is required. On its part, the
G-8 has given notice that it will re-
main committed to continuing its
work with India and Pakistan to deal
with the fundamental political prob-
lems of the region. To a point, G-8
commitment and involvement
seems to be unexceptionable. But on
issues such as Kashmir, the political
obstacles faced by India and Pakistan
are such that these two countries
alone can remove them.

During the period when Canada
chairs the G-8, Indian diplomacy
ought to emphasise in a nuanced
manner the business of G-8 cooper-
ating with South Asia for poverty al-
leviation and facilitating creation of
conditions for its dialogue with Pa-
kistan to resume.

(The writer is a former SAARC
Secretary-General.)




Sharon gives
go-ahead to
fresh talks

Agence France-Presse

JERUSALEM, July 14. — Israeli
Prime Minister Mr Ariel Sharon
today gave the go-ahead for a
new round of talks between his
dovish foreign minister Mr
Shimon Peres and Palestinian
officials, Mr Sharon’s office said
in a statcment.

Mr Sharon and Mr Peres met
to discuss the resumption of
contacts, tentatively broached at a
meeting with two newly appointed
Palestinian ministers this week, a
day after Mr Peres postponed a
planned  meeting  with a
Palestinian  tcam, amid what
sources close to Mr Sharon said
was opposition from the premier.

It was agreed that a meeting
of the Isracli and Palestinian
teams will be held in the coming
days. the statement said.

It said a steering committee
headed by Mr Sharon will direct
the talks. with the participation of
Mr Peres, defence minister Mr
Binyamin Ben Eliezer and
finance minister Mr  Sylvan
Shalom,

Mr  Peres held the first
Cabinet-level talks in months
with the Palestinians last week,
mecting new finance minister
Mr Salam Fayad on Monday
and new interior minister Mr

\& Abdelrazek

al-Yahiya, on
Tuesday. :
But the talks have prompted

no let-up in Israeli and US

efforts to have Palestinian
leader Mr Yasser Arafat
replaced.

Attack on Gaza: The Israeli air
force today destroyed two’
buildings in the Gaza Strip,
including one said to have been
the home of a slain Islamic
militant, while Israel went on
high alert over fresh warnings of
planned bombings.

A witness said two US-made
Apache helicopters fired onc
rocket apiece at a building in
Khan Yunis used by Palestinian
police, who had evacuated the
area before the strike. The
witness said an F-16 warplane
fired a rocket at another house
nearby, destroying the three-
storey building. Hospital officials
said five people were injured.
Stur on Arafat: The Palestinian
Authority has transferred “tens
of millions of doilars overseas™
in case of a long-term occupa-
tion of the Palestinian territorics
by the Israeli army, an Israeli
paper reported today. An
Israeli document, quoted by the
Yediot Aharonot, accuscs Mr
Arafat of having transferred $
5.1 million into the Parisian
bank account of his wifc Suha. /
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A panchayat orders a young girl to be gangraped or a
‘crime’ her brother allegedly committed. He was caught
in the vicinity of a woman from a ‘superior’ communi-
; ty. Sounds familiar, doesn’t it? This time around, these
incidents have taken place in Pakistan but they are a
mirror image of our own unique brand of village-level
justice. Of course, we will say that we expect nothing
better from a country where the legal system rests on
outdated Hudood ordinances. But what excuse do we, a
democratic country with progressive legal guarantees
in place, have when such incidents happen here? And
they happen with frightening regularity. Ever so often,
reports surface of the lynching, hanging or burning of
a couple who dared to defy tradition. The pattern is
chilling. The village panchayat convenes, the elders
pass the sentence and the couple is done away with in
full view of the villagers. There are no half-measures,
no mere admonishment, the price to be paid is death.
Significantly, investigations get stymied because no
one is willing to come forward and give testimony, not so
much out of fear but because of a deeply-ingrained
belief in ‘tradition’. Clearly, the problem at one level
arises from a fundamental contradiction between a
formal legal system based on liberal jurisprudence and
non-state laws that issue from very different notions of
individual identity, rights and, indeed, justice. Many
feminist critics have in recent times argued that given
the abysmal failure of the statist legal system in
providing gender justice to women, it is perhaps time
to take more seriously existing, alternative non-state
mechanisms for the redressal of atrocities against
women. But cases such as the one in question militate
against any simplistic argument in favour of non-state
structures for resolving conflicts and ensuring justice at
the local level. However, the continuing denial of justice
to saathin Bhanwari Devi, who was gangraped nearly a
decade ago for taking up the issue of child marriage in
her village, shows up only too starkly the ‘insensitivity’
of the ‘official’ system towards women. In Pakistan,
General Musharraf has hesitated from taking on hard-
line Hudood advocates for fear of a backlash. The gov-
ernment has only given the gangrape victim compensa-
tion for her humiliation. Here the task is seemingly eas-
ier: to vigorously implement the law when such human
rights violations take place. But for that the Indian state
has to show a far greater sensitivity to gender justice. -
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XPECTEDLY, THE Govern-
ment’s move to allow 26 per
cent foreign investment in
the print media has sparked
off a massive and rather acerbic de-
bate in the country. Even though
managerial and editorial control of
newspapers will continue to be in In-
dian hands, the power of foreign
news corporates to now influence the
agenda of news-making and news-
dissemination is regarded with pro-
found distrust and misgivings by
most critics. They speak of the danger
posed to national security and cul-
ture by the entry of foreign capital in-
to the sector. And they hark back,
rather nostalgically, to the days of Ja-
waharlal Nehru, when the first Press
Commission in its 1954 report had
warned against allowing foreigners
into the print media. Following the
report, which had also recommend-
ed the setting up of the Press Council,
the Nehru Cabinet in 1955 formulat-
ed specific policy recommendations
on the matter. The policy barred non-
Indians from running Indian news-
papers and prevented foreign publi-
cations from initiating Indian
editions. During the discussions,
leaders such as Abul Kalam Azad, G.B
Pant, C. D Deshmukh, T.T Krishna-
machari and Rajkumari Amrit Kaur

" among others, insisted that the coun-

try’s sovereignty and national self-re-
spect ruled out the idea that
non-Indians should either make
news or break news.

It is this reasoning that is invoked
by the critics of the Government’s
move today. What is forgotten is that
the 1955 policy was framed in an en-
tirely different temporal, ideological
and conceptual context. Those were
the days when we as a nation could
dream of self-sufficiency, of standing
tall in the international arena on our
own terms, of national pride, of re-
pelling any attempt to take over the
economy or the culture of the coun-
try. Those days are long over and we
as a country do not even pay lip ser-
vice to the idea of national self-suffi-
ciency or national autonomy in

yal matters today. The context to-

By Neera Chandhoke

Should we let non-Indians who are not of our
world... who more importantly have agendas
of their own, influence the business of
making and disseminating news?

day is different, for we as Indians are
guilty of collectively genuflecting be-
fore the power of international cap-
ital, even as it intrudes into every
domain of collective activity — edu-
cation, agriculture, industry, enter-
tainment, culture and the services
and consumer sector. We hear no talk
of national self-sufficiency. For, the
one phenomenon that has changed
our minds and our manners, the one
circumstance that has legitimised the
power of foreign/Western capital is
globalisation.

The acceptability globalisation
commands is truly astonishing. It has
managed to do what earlier processes
of internationalisation of capital had
not even dreamt of. It has managed
to become self-legitimising. This is
surprising because globalisation, in
its bid to expand and intensify the re-
ach of capital, has succeeded in en-
croaching into all dimensions of our
daily existence. We have but to see
how the strategic internationalisa-
tion of manufacturing and financial
flows across and within national
boundaries has affected the most in-
timate aspects of life to grasp this
point. The material implications of
this project are more than visible:
new structures of production based
on post-Fordist regimes of accumu-
lation have drastically altered the na-
ture of work and production
relationships. The sociological impli-
cations are no less visible. The infor-
mation revolution that is at the core
of the current restructuring of capital
has constructed a culture of virtual
reality. As the pervasive, intercon-
nected and diversified media system
seeks to mould and alter perceptions
of the world, the transformation in
the way people come to perceive and
interpret events is dramatic. The only
other instance that history provides

us of such a sensational transforma-
tion in people’s lives is the industrial
revolution.

Marx’s words on that occasion, “all
fixed, fast-frozen relations, with their
train of ancient and venerable preju-
dices and opinions, are swept away;
all new-formed ones become anti-
quated before they can ossify. All that
is solid melts into air, all that is holy is
profaned” apply equally to us today.
These words continue to haunt us
even as capitalism has entered an-
other phase altogether. For, global
flows of information drastically erode
the capacity of people to order their
own affairs. Relatively autonomous
societies and relatively autonomous
groups have been prised open to re-
ceive new messages, new symbols,
new meanings, new ways of thinking
about the world, new ways of think-
ing about political and social ar-
rangements, new ways of managing
inter-personal relationships, new
ways of producing and exchanging,
and above all, new ways of consum-
ing things. These messages are, of
course, not new for the Western
world from where they originate, but
they certainly are new for communi-
ties which may have till now, some-
how, managed to control the
transmission of messages and sym-
bols from the world outside. National
communities have been curbed and
truncated as their traditional tasks of
allotting meaning systems to their
members have been swamped by
new symbols carrying new messages.

If there is one thing that we have
learnt about globalisation, it is that
the process spares no one. The pro-
ject of globalisation reaches out re-
lentlessly and insistently to sweep
everything into its coils. No one is ex-
empted from the merciless march of
globalisation: not the small farmer
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growing groundnuts or cotton, not
the academic who wants to under-
stand her own society, not the con-
sumer wanting to shop for a music
system, not the policy planner and
certainly not the defender of the ‘free
market’. Why should the print media
be an exception to this rule? Should it
not become more competitive and
more efficient? Should it not rethink
the low rates of the daily newspaper,
which have been adopted in order to
pre-empt competition? This is what
the defenders of the current move of
the Government argue.

And yet, the entry of foreign capital
into this sector causes disquiet. For,
as everyone knows by now, news re-
ports do not only chronicle events
that have taken place in the country
and outside the country objectively,
they inevitably prioritise these hap-
penings. They report some occur-
rences, exclude many, highlight
some and downplay others. In the
process, the way an event is repre-
sented, interpreted and evaluated
becomes more important than the
event itself. At times, representations
lose connection with what is being
represented. They acquire an auton-
omous existence.

Considering that all this shapes the
perceptions of those individuals who
consume this reportage, considering
that these representations, never en-
tirely objective and never entirely
subjective, temper and mediate the
way readers come to understand and
interpret the world of everyday prac-
tices, dailies wield an enormous pow-
er. Newspapers in other words set the
terms for politics, for culture, for so-
ciety, for the economy as well as set
the terms for our responses to these
events and happenings. Should we
let non-Indians who are not of our
world, who do not share our pains
and our sorrows and who more im-
portantly have agendas of their own,
influence the business of making and
disseminating news? Should we allow
others to represent us as a people
even when they have no stakes in the
system, except the stake of profir?
The questions are truly troubiesome.



“G8 clinches $20-billion

-

- Russia security

FROM RON POPESKI

Calgary (Alberta), June 28
(Reuters): The Group of Eight
rich nations clinched a $20-bil-
lion deal yesterday to help Rus-
sia rid itself of weapons of mass
destruction and to keep the raw
materials for nuclear bombs out

of the wrong hands.

The US hailed the deal, which
it had been promoting for weeks,
as a major step forward in imple-
menting US President George W.
Bush’s war on terrorism.

Russian President Vladimir
Putin welcomed it, saying
Maecenwr noadad heln to deal with
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atroublesome legacy of the Sovi-
et era. But he denied Russia had
a security problem.

“I've read the papers and
watched television where it is
said that there is a threat of pro-
liferation of arms from Russian
territory. There is no basis for
this,” he said.

“All the weapons are subject
to strict controls. But they do
pose a certain threat in ecologi-
cal terms. That is a fact.”

Putin said it would ease de-
lays from Soviet times in dis-
mantling nuclear-powered sub-
marines and destroying chemi-
cal arms.

A statement by the G8 said up
to $20 billion would be raised
over 10 years, initially for Russia
and later for other ex-Soviet
states, to prevent militant
groups seizing control of arms
and nuclear materials.

The programme, dubbed “the
G8 Global Partnership,” would
help destroy chemical weapons,
dismantle ageing reactors
aboard decommissioned nu-
clear-powered submarines and
dispose of fissile materials.

It would also find work for
arms scientists frequently cast

into post-Soviet poverty.

But the statement provided
no details on the proportion of
funds to be raised by other G8
members — Britain, Canada,
France, Germany, Italy, Japan
and the US. And it set down few
details on a concrete pro-
gramme.

US National Security Advis-
er Condoleeza Rice described the
deal, struck at the summit in the
Canadian Rockies, as “a very im-
portant initiative, and we’re de-
lighted to get it done.

“So, in the area of terrorism
and weapons of mass destruc-
tion, the President’s agenda was
moved forward substantially,”
she told a news conference.

The US is clearly worried
about nuclear materials
passing into the hands of mili-
tant groups or “rgg€ue states”
like Iran, Ir or North
Korea.
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’ﬁ ew bid to fight ‘nuke’ terror

G38 club lets.

in Russia’,

Ko

-FROM CRISPIAN BALMER

Kananaskis (Alberta), June
27 (Reuters): The world’s most
powerful leaders, meeting be-
hind well-guarded gates at a
Canadian mountain resort,
named Russia a full member of
their exclusive club yesterday
and sought new ways to help stop
terror groups getting their
hands on nuclear bombs.

The Group of Eight industri-
alised nations, meeting in the
shadow of the snow-covered
Canadian Rockies, also offered a
ray of hope to economies reviv-
ing from the slowdown of last
year and promised an extra $1
billion for poor-country debt re-
lief. Russia, until now excluded
from key parts of the annual
meetings of the world’s richest
countries, would host the 2006
summit, the G8 said.

“The world is changing. Rus-
sia has demonstrated its poten-
tial to play a full and meaningful
role in addressing the global
problems that we all face,” the G8
said in a statement.

“This decision reflects the re-
markable economic and demo-
cratic transformation that has
ocourred in Russia in recent
yedyrs, and in particular under
the leadership of President

(Viadimir) Putin.” Putin, who
arrived in Canada a day after the
other leaders, would also benefit
from a possible deal to hand over
up to $20 billion to help decom-
mission weapons of mass de-
struction in the former Soviet
Union. ,

Officials were working on the
final details of the agreement,
which could see Russia receiv-
ing $10 billion from the US and
$10 billion from other countries
over the next 10 years, a Canadi-
an official said.

Western nations have been
worried that militant groups
like al Qaida, which Washington
blames for the September 11 sui-
cide attacks on the US, might get
their hands on nuclear arms,
perhaps from poorly guarded
Russian atomic sites.

The summiteers, guarded by
police, tanks and anti-aircraft
missiles in the biggest security
operation Canada has ever seen,
are discussing political and eco-
nomic issues against a backdrop
of poverty in Africa, crisis in
West Asia and faltering stock

- markets after a new US account-

ing debacle.

Chretien said things were
looking up for economies hit by
the September 11 suicide hijack-
ings in the United States.

28 jun 2002




f The new trade balance \/

/

N& f

Two major changes, Chlna s WTO entry and America’s tilt towards protectionism, can change the

balance of global trade. India needs quick reforms to survive and grow, says Raghbendra Jha

WO momentous changes in the

structure of world trade have re-

cently taken place within a short

interval of each other. On the one
hand China’s entry into the WTO marked
a major expansion in world trade. On the
other hand, we saw the beginning of a
new phase of protectionism in the US
with announcements of tariffs on certain
varieties of steel as well as record breaking
subsidies on US agriculture. As one rapid-
ly growing large economy is opening up,
an even large economy is beginning to
look inwards — vet again.

At the same time, however, the two
countries are in intense competition with
each other to capture markets in Asia —
particularly the highly lucrative ASEAN
region. This region has put the worst of
the currency crisis behind it and looks
resurgent again. Rapid expansion of this
region’s exports to China isa major reason
for this. China is now offering the region
both a carrot as well as a stick. With China
joining the WTO, it will be the major com-
petitor for ASEAN semi-processed ex-
ports in third markets. As ASEAN coun-
tries rely on their time-honoured export
promoting strategy for development, this
could be a formidable obstacle given the
already well-established price advantage
that such goods from China have.

The recently released UN annual Trade
and Development Report argued, “In
labour-intensive manufacturing, includ-
ing assembly operations in electronics, it is
middle-income producers, such as the
members of ASEAN and Mexico, thatface
the greatest exposure” to competition
from China in third markets.

Hence China would like to seek a trad-
ing arrangement with ASEAN that en-
hances complementarities and cost ad-
vantages for Chinese goods in third mar-
kets. The Chinese would prefer ASEAN
countries to provide them with goods ata
lower stage of processing so that the Chi-
nese contribution has higher value added.
Against this background, the Chinese are
keen to conclude a Free Trade Agreement
(FTA) or several FTAs with the countries

&

in the region, with this preferred structure
of trading relations. This strategy is also
exclusionary for others. In particular, Chi-
na wants to keep Japan and the US out of
this picture, although it argues that the
trade expansion consequent upon China-
ASEAN FTAs would be beneficial for the
US, Japan and EU as well. The stick for
ASEAN is simply the realisation that the
Chinese economy is growing fast and will
continue to grow very fast and they
would be missing an important opportu-
nity if they did not align themselves suffi-
ciently intimately with the Chinese econ-
omy. From the Chinese perspective, the
costs of having to change export and in-
dustrial structures to suit China’s needs
are not important enough.

Several countries in the ASEAN region,
however, are deeply suspicious of China,
not in the least because of old border dis-
putes and ethnic mistrust among Chinese
and non-Chinese in many of these coun-
tries. There is an unspoken fear in some
circles that such FTAs would mark the be-
ginning of the expansion of China’s polit-
ical influence. Hence, these countries are

wary of entering into FTAs with China -
particularly those that keep trusted allies
like Japan and the US out.

Against this backdrop, India could
emerge as an important trading partner of
ASEAN - provided an aggressive trade
and reforms program was quickly put in
place. Since India could vacate more of
the higher value added space to ASEAN
and would not insist on keeping out
Japan and EU, this proposition could look
attractive to ASEAN. This is a new trade
challenge that Indian policymakers face.
Presently this has only economic under-
tones but, at a later date, there could well
be serious strategic manifestations.

An India-ASEAN consultative will
meetin Kampuchea in November but In-
dia is currently in no position to provide a
viable alternative to the Chinese proposal.
Tobe able to provide this alternative India
must first begin with a complete overhaul
of its tariff structures. Indian applied tariff
rates at about 27% are way above the av-
erage (17%) even for low-income Asian
countries. The tariff on industrials (some-
times in excess of 30%,) is higher than that

on agricultural goods. This is important
since ASEAN countries are likely to be pri-
marily interested in exporting industrial
goods to India. The percentage of items
that are duty-free is another indicator of
the openness of the economy.

In the Indian case this is less than 10%
of all tariff lines. For most middle income
countries this figure hovers around 21%,
and for high-income Asian countries
around 28%. Hence, despite 10 years of
reforms, India remains a relatively closed
economy. Further, a concerted attack has
to be made on the dispersal of Indian tar-
iffs, which is much higher than ASEAN
levels. It is important to remember that
ASEAN countries — irrespective of
whether they took IMF assistance — did
not raise tariffs significantly in response to
the Asian crisis. In fact in some countries,
the 1997 Asian financial crisis was a stim-
ulus for unilateral liberalisation.

Another area urgently in need for re-

form if India is to look attractive from the

ASEAN perspective is the labour market.
In the presence of footloose corporations,
not having an exit policy as liberal as your
competitor/partner is non viable, in the
absence of credible international labour
standards. The ability of corporations to
shift production elsewhere enhances the
bargaining power of firms relative to
workers.

This improvement in exit options is
particularly important in the case of FTAs
and would need to be taken into account
by strategists for India’s labour markets.
The mere threat of moving a factory to a
different location may require significant
impact on wages or institutional variables
such as unionisation rates, even in the ab-
sence of any movement by firms.

Given the opportunity at hand, Indian
policy makers would do well to put these
changes in tariff and labour market poli-

}

ciesin place. The failure todosois likely to |

have serious economic and strategic con-
sequernces.

(The author is professor and executive

director, Australia South Asia Research

Centre, Australian National University)
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/ " \A\ G-7 / MINISTERS SET TONE FOR SUMMI

U.S. trgfie policies unhelpful: Canada

HALIFAX, NOVA SCOTIA (CANADA),
JUNE 15. G-7 Finance Ministers
met on Saturday to talk about
the global economic condition
— and to weigh strategies for
preventing international finan-
cial crises like the one in Argen-
tina.

The two-day meeting that
opened with a Friday night
working dinner is a prelude to a
Group of Eight summit in Alber-
ta later this month. Finance
Ministers did not discuss their
talks, but Canada’s John Manley
said the main topics were crisis
prevention, new ideas on devel-
opment aid for poor nations,
and the overall economic pic-
ture around the world.

While the U.S. and other ma-
jor economies are rebounding
afterlast year’s slowdown — ex-
acerbated by the September 11
attacks — the overall climate is
not “problem-free,” Mr. Manley
said on Friday. He also said
some U.S. trade policies, such
as recently approved agricul-
ture subsidies, hinder the ability
of rich nations to convince oth-
ers to reform their economies.
“It’s going to be difficult for all
of us to advance the cause of
liberalisation” in the new round
of global trade talks agreed to
last November, Mr. Manley
said.

In a long-running dispute be-
tween the North American
neighbours, who share/ the
world’yargest trade rglation-

CRYING FOR ATTENTION: A man feeds his son during a
protest of unemployed people to demand jobs and food in
Buenos Aires on Friday. A quarter of Argentine children go

hungry following a financial disaster. — Reuters

ship, the United States has set
high duties on Canadian soft-
wood lumber — a move Canada
has challenged before the World
Trade Organisation.

The Group of Seven compris-

es the United States, Britain,
Canada, France, Germany, Italy
and Japan. Russia, a member of
the G-8, also was invited to the
meeting, along with the World
Bank/ International Monetary

Fund and European Union. Po-
lice barricaded streets sur-
rounding the  convention
centre, and a few dozen police-
men armed with pistols and
clubs stood at the fence outside
as about 100 protesters
marched in the streets, some
playing bagpipes and banging
drums. Activists also held a
news conference to call for can-
cellation of debt owed by poor
African nations and more open-
ness in the talks.

Mr. Manley said the Finance
Ministers would “set the stage”
for the June 26-27 summit, par-
ticularly on a new African devel-
opment plan pushed by the
Canadian Prime Minister, Jean
Chretien. Called the New Part-
nership for African Develop-
ment, it is based on the idea
that foreign investment is more
effective than direct foreign aid
in promoting economic growth
needed to combat poverty,
AIDS and other ills.

Other issues on the agenda
included a compromise in a dis-
pute between the United States

and Europe over World Bank |

support for poor countries. The
U.S. says the World Bank, which
extends support to poor nations
as loans, should shift to grants
that don't have to be repaid.
Britain and other European
nations say the shift could hurt

the World Bank’s pocketbook |

unless rich countries put more
money in. — AP
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“IT IS A measure of the little importance the
world gives to malnutrition that a global summit
to discuss ways to reduce hunger has opened in
Rome with poor participation by heads of gov-
ernment. The summit, organised by the Food
and Agriculture Organisation, is meant to take
stock of progress in achieving the goals set at the
1996 World Food Summit. The review summit,
WEFS-Five Years Later, has itself been postponed
by almost a year, first, because the Government
of Italy, fearing street protests, wanted the FAO
to shift the summit outside Rome and, second,
because the world’s preoccupation with the af-
termath of the terrorist attacks in the U.S. left no
room for a summit on food and nutrition.

The limited attention that the surmnmit has re-
ceived is unfortunate because the Governments
of the world are falling behind in fulfilling the
most basic of rights — freedom from hunger. In
1996, the World Food Summit set itself the very
modest target of halving — not eliminating —
hunger by 2015. This meant that the number of
people suffering from hunger was to be reduced
from an estimated 800 million to 400 million
over the two decades, or 20 million people had
to climb out of a situation of chronic hunger
every year. The same goal was adopted as part of
the “Millennium Development Goals” at a Unit-
ed Nations summit in 2000. Yet, unless there is a
collective and dramatic global effort to tackle
world hunger, this target is not going to be met.
The FAO estimates that while progress has been
made in the 1990s, it is too slow and concentrat-
ed in only certain areas of the world. The assess-
ment of 99 developing countries, where progress
was tracked between 1992 and 1999, is that in
only 32 of them was there a noticeable reduction
in starvation. Only 6 million people have been
leaving the world of hunger every year, which is
just one-third of the required number, making it
that much more difficult to achieve this partic-
ular Millennium Development Goal by 2015.

«;@V A WORLD OF HUNGER ,

Unless there is a definite accelégation, it is quite
likely that 2015 will see as many\as 600-700 mil-
lion still suffering from chronic hunger.

The FAO in an attempt to accelerate the proc-
ess has proposed a new global “Anti-Hunger Pro-
gramme”. The plan is to allocate $24 billion
annually in public investment programmes in
agriculture and rural development activities. The
multi-layered plan for outlays in rural infrastruc-
ture, irrigation, conservation of natural re-
sources, small businesses, school meal and
food-for-work programmes is not meant to pro-
duce more food, rather it is meant to improve
economic access to food. Given the scale and the
urgency of the problem, which in a small way has
begun to surface in the developed countries as
well, a global programme of this kind is needed.
The FAO has also proposed that the cost of the
programme should be shared equally between
the developed and the developing countries.
While this may soften the demands on the devel-
oped countries to increase their financial assist-
ance for the developing countries, the proposal is
unlikely to find many takers among the rich
countries. The global mood on additional foreign
aid has improved after the U.N. conference on
financing for development which was held in

Monterrey, Mexico, earlier this year, but only :

marginally so and certainly not to accommodate
a $24-billion annual programme over the next
decade. The FAO has suggested new forms of
finance such as channelling the expected (hoped
for) savings that will emerge from lower subsidies
to agriculture in western Europe and the U.S. to
the proposed programme. But even if trade liber-
alisation of agriculture does take place on the
lines proposed, it will be hard to visualise the
developed countries parting with their savings
for a foreign anti-hunger programme. The mess-
age unfortunately from the FAO summit will be

that the world is too busy to be concerned about
matters like starvation. /
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HE CURRENT international
scene is simultaneously in-
teresting and dull for the
same reason. The foreign
policy ‘of nearly every country has a
simple agenda — to be in the good
books of the sole superpower, the
United States. Everyone needs Amer-
ican help — Europeans for security
(Bosnia, Kosovo, etc), Russia- for
many reasons, China to get into the
WTO, Indonesia to fight the Abu Say-
yaf, Nepal to tackle the Maoists, India
to pressure Pakistan and for several
other purposes, the Palestinians to
survive. Only in the case of Israel, the
U.S. seems to need it more than the
other way around. America has come
close to being the indispensable pow-
er. Even terrorist movements recog-
nise the need to win American
understanding for their cause.

After the collapse of the Berlin Wall
in 1989 and of the Soviet Union a year
later, and the consequent end of the
Cold War, there was a five-year period
when many developing, non-aligned
countries lamented the disappear-
ance of the Soviet Union which had
provided the ‘balance’ to internation-
al relations. Despite the occasional
heightened tension in the world, re-
sulting from the conflict between the
two opposing blocs and systems,
countries around the world had got
used to the stability provided by the
Cold War. They felt familiar, almost
comfortable with it. The Soviet Union
was always there as a dependable ally
in support of many of the causes dear
to the poor, non-aligned countries
such as decolonisation and disarma-
ment, It is, however, well to recognise
that while on colonial issues it was
the non-aligned countries which
found the Soviet Union a helpful ally,
on disarmament issues it was the So-
viets who used the former in their
propaganda offensive against the
West. The Soviet Union did not have
colonies in the classical sense and
was, therefore, more than happy in
joining the Afro-Asians in the anti-co-
lonial movement.

As soon as the Soviet Union col-

<
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There is no room for sentiment in diplomacy...
The only .basis for a stable relationship with
another country, particularly a strong one, is

mutuality of interests.

lapsed, its constituent units lost no
time in asserting and gaining their in-
dependence from Moscow. As for dis-
armament issues, the Soviets
exploited the understandable fears of
the “have-nots” with whose vocal
help they mounted campaigns
against those aspects of military bal-
ance in which they were at a
disadvantage.

The Cold War happened to end ata
good time. Decolonisation had more
or less been achieved. The only peo-
ple whose legitimate aspirations had
remained unfulfilled were the Palesti-
nians, but they quickly adjusted to
the new realities. After initially feeling
the loss of Soviet political support,
which in any case had brought them
no concrete advance towards their
goal, the Palestinians decided to take
their chances with the Americans and
with moderately good results at least
in the beginning. As for disarmament,
Mikhail Gorbachev had already com-
promised on several contentious is-
sues. When Russia replaced the
Soviet Union, disarmament largely
disappeared from the international
agenda.

Once the Cold War era ended, the
world did not remain in the transition
mode for long to find a new equilib-
rium. The new world order has turn-
ed out to be one in which the U.S. has
come to occupy and wield a dom-
inant influence iricluding at the Unit-
ed Nations. People in most countries,
and not only in developing countries,
resent this development. However, it
might be worthwhile to reflect on
what the world might have been like if
the other side had won the Cold War.
The Soviet Union was never a com-
plete superpowér. It had some of the
attributes — large territory; sizeable
population, enormops military arse-

e

nal. But it lacked some essential as-
pects such as the political cohesion of
its people and the willing cooperation
of its allies. While the Americans in-
tervened overtly and covertly in dif-
ferent areas of the world, they never
had to send in their tanks to keep er-
rant military allies under control.

We see the consequences of the
victory of the West. The principles of
market capitalism are governing the
economies of all countries; democra-
cy has become the objective, though
not yet the fact everywhere, respect
for individual human rights has be-
come universal. What would a Soviet
victory have meant? Establishment of
communist regimes everywhere?
Centrally-planned economies in all
developing countries? “East Europe-
anisation” of Western Europe? It is
doubtful if any of these things would
have happened. The Soviet Union
would have survived a little longer
and the peoples of Eastern Europe
would not have achieved their liber-
ation for some more time. At least in
retrospect, it ought to be recognised
that there was a moral dimension to
the Cold War. But we, the non-
aligned countries, need not feel bad;
our participation on the side of the
West would have made no meaning-
ful difference to the speed of the Sovi-
et Union’s demise, though we may
still be bearing the consequences of
our tilt towards the East.

India’s emergence as an independ-
ent nation coincided almost exactly
with the onset of the Cold War. The
abandonment of the socialist econo-
my and the introduction of economic
reforms happened at the same time
as the end of the Cold War. Are there
any lessons for us in the diplomatic
history of the past 55 years?

One of the important lessons is that
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with the new world order

{ By Chinmaya R. Gharekhan

we need to be pragmatic, calculating,
almost cynical in the conduct of our
foreign policy. There is no room for
sentiment in diplomacy. We should
never have to feel “let down” by our
“friends”, as Pakistan so often has.
We must realise that the only basis for
a stable relationship with another
country, particularly a strong one, is
mutuality of interests. It is always
helpful, of course, if we can invoke
high principles such as shared values,
etc. But the crucial element is com-
monality of interests. This can and
ought to be done while maintaining
our self-respect and dignity. Then
there is the penchant for playing the
leadership role. Feliow non-aligned,
developing countries played on our
weakness for leadership and we read-
ily obliged, often alienating the very
countries we needed at other fora.
The urge to play a role on the world
stage did not bring any leadership
recognition from others and harmed
our national interests.

One other conclusion we can draw
is that we have to preserve flexibility
in the management of our foreign re-
lations so that we can take advantage
of an opportunity that might sudden-
ly present itself. For example, if it
would suit our purpose to let some
country try its hand in bringing down
tension with our neighbours, we
should welcome it instead of clinging
to slogans of no outside interference,
etc. Perhaps the most important les-
son is that we must single-mindedly
pursue policies, which will bring eco-
nomic benefit to us. Given the hostile
environment with which we are sur-
rounded, we will have to maintain a
strong defence capability, but even
for that we need a strong economy. A
robust economy is imperative to de-
ter potential trouble from across our
borders as also to realise the vision of
eliminating poverty from our coun-
try. Diplomacy can play a big part in
this campaign.

(The writer is a former Permanent
Representative of India to the United
Nations and U.N. Special Coordinator
for Gaza.)



> GLOBAL ECONOMIC RECOVERY,

THE INTERNATIONAL MONETARY Fund'’s fore-
casts of global economic growth, put out twice a
year in the World Economic Outlook, have rarely

turned out to be very accurate estimates. But the.

forecasts contained in the April 2002 edition of
the WEO are of partigular interest since there are
signs that the global downturn is ending much
earlier than expected. This is good news for India
since the slowdown in the international economy
has been blamed for the sharp deceleration in
export growth during much of 2001-02 and even
the official projections for the current financial
year have been of a low growth. ,

Six months ago, when the WEO made its fore-
casts in October 2001, the IMF had predicted that
the U.S. economy would grow in 2002 by a mere
0.7 per cent, but it is now confident that growth
would be 2.3 per cent and accelerate to over 3 per
cent next year. The European Union will not wit-
ness a similar acceleration but since it did not
experience a large deceleration last year this will
not have a negative effect on overall growth. And
while Japan is one large economy which is still

xpected to contract in 2002 the overall picture,
%i%en by the U.S. recovery, is of global expansion

¥f 2.8 per cent. This is only marginally higher than
the 2001 growth rate of 2.6 per cent, but the com-
parison should be with what might have been if
the U.S. economy had not recovered. The impact
of this recovery on global trade is of a contraction
in the volume of trade in 2001 turning into a mod-
est expansion this year, which too would pick up
in 2002. This will be welcomed by all deveioping
countries, though their expected export growth of
4.8 per cent this year will still be far below the
impressive 15 per cent expansion they registered
in 2000. A larger question must be about the
strength of the global upturn, since there have
been other and more conservative forecasts
which suggest that the recovery will be a weak
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and short-lived one. While the IMFmgiXounts
such a possibility, it has highlighted three possible
weaknesses. The first is the high levels of house-
hold and corporate debt that are still present in
the U.S,, the second is the huge current account
deficit of the U.S. (which could have its own impli-
cations for the U.S. dollar) and third, perhaps the
biggest threat given the present political situation
in West Asia, the price of oil. The WEO suggests
that every $5 increase in the international price of
a barrel of oil will result in 0.3 percentage points
being shaven off the global economic growth rate.
Considering that the present global price of oil has
already crossed $26 a barrel, while the IMF's esti-
mates are based on a price of just $23, a contin-
uation of the bloodshed in Palestine holds the real
threat of nipping the global recovery in the bud.

As in the recent past, China and India are seen
as holding up overall growth although based on
the valuation of their GDP on market exchange
rates their weight in the world economy is not
large enough to make a difference. The picture is
different when GDP is measured on a purchasing
power parity basis, which considerably boosts the
size of both economies. However, the key issue
here is the reliability of the estimates and of the
quality of growth as well. The weakness of Chi-
nese economic data is increasingly become ap-
parent, while in India’s case it is a question of the
authenticity of growth estimates based on service
sector expansion. The WEQ has made a more cau-
tious assessment of India’s fortunes in 2002, plac-
ing growth at just 5.5 per cent as against the
optimistic prediction of 6 per cent made recently
by the Asian Development Bank. But if there is
some degree of accuracy in the IMF’s forecasts of
GDP growth of the advanced countries, the. esti-
mates for India /— which are essentially extrapola-
tions of mylégial Indian data — are much less
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e Ba%battleﬁeld nuclear weapons

v ‘

HE NOTION of using tactical

nuclear weapons as just an-
other piece of arsenal in wag-
ing war, rather than as a
deterrent against nuclear attacks, has
started rearing its head again. During
the Afghan offensive, the U.S. Defence
Secretary, Donald Rumsfeld, when
asked whether the U.S. planned to use
tactical nuclear weapons to “flush

out” the Taliban and Al-Qaeda mem- -

bers from their shelters, would not
rule out such contingency plans. In
the event, no nuclear weapons were
used in Afghanistan, but one cannot
remain sanguine about the prospects
of such reticence in future conflicts if
one goes by the recent disclosures of a
“Nuclear Posture Review” document
prepared by the Pentagon. The docu-

ment reportedly recommends contin-"

gency plans to use tactical nuclear
weapons not just in retaliation against
biological or chemical weapons but
even in the event of surprising mil-
itary developments. Stronger, nuclear
tipped earth-penetrating weapons are
also on the anvil. In the words of a
nuclear arms expert, all this “makes
nuclear weapons a tool for fighting a
war rather than deterring it”.

It is vital to register strong world-
wide opposition to the use of such
weapons. In countries fortunate
enough not to possess them already,
such as India and Pakistan, there
should be a mutually agreed ban on
their development.

At first sight, a call for opposing the
less potent tactical weapons may
seem silly in a world which already
has loads of giant nuclear bombs go-
ing up to the multi-megaton range.
Historically, the branching out of
weapon builders into smaller tactical
bombs has taken place relatively un-
opposed. As the initial arsenal of 15-
20 kiloton fission bombs of the type
used in Hiroshima gradually grew to
include “hydrogen” (fusion) bombs
running into megatons in TNT equiv-
alent, each stage of this growth was
met with alarm and protest by anti-
nuclear activists. But somewhere
along the line started a parallel devel-
opment of smaller “tactical” nuclear

A\

By R. Rajaraman

A

weapons, originally intended for use

"in Europe should conflicts flare up be-

tween the NATO and Soviet blocs, far
away from the Cold War principals.
Advocates of such battlefield nuclear
weapons argue that with their rela-
tively low yield they need not be
viewed as such horrendous things
since they would not cause signifi-
cantly more damage than a barrage of
giant conventional bombs.

But there are very sound reasons
for vigilantly opposing these battle-

these countries used a njiclear bomb
even once.

There were a variety of different
reasons behind each of these exam-
ples of abstinence from using nuclear
weapons. But one major common fac-
tor contributing to all of thém has
been an ingrained terror of nuclear
devastation. The well documented
images of Hiroshima and Nagasaki,
the awesome photographs of giant
mushroom clouds emerging from nu-
clear tests in the Pacific and the nu-

' Whatever military advantage tactical sub-kiloton

weapons may offer, it is not worth the price of
destroying the time-tested psychological barrier
blocking the road to nuclear holocaust.

field nuclear weapons which pose a
grave danger of a different sort, no
matter how low their yield. That dan-
ger stems from opening, after a very
long gap, the nuclear Pandora’s box. It
should be remembered that subse-
quent to the two atom bombs drop-
ped on Japan in rapid succession at
the end of World War II, there has
been no known incidence of nuclear
weapon usage except for tests. This
despite the fact that the nuclear arse-
nals have grown from a handful of
weapons in the hands of the Amer-
icans to tens of thousands of far more
powerful bombs spread among a half
a dozen countries. It is not as if there
has been a shortage of major conflicts
involving countries possessing nucle-
ar weapons. We have had, among oth-
ers, the Korean War, the Vietnam war,
the Soviet war in Afghanistan, the Ira-
qi war, the Sino-Soviet border skir-
mishes and most pertinently for us,
the Kargil conflict. Some of these were
long drawn out wars with heavy casu-
alties. The U.S. in Vietnam and the
Soviets in Afghanistan had to bear the
ignominy of losing the wars to smaller
and technologically less developed
antagonists. One might have imag-
ined that under such severe circum-
stances nations would employ all
available weapons in their power to
turn defeat into victory. Yet, none of
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merous movies based on nuclear
Armageddon scenarios have all con-
tributed to building up a deep rooted
fear of nuclear weapons. This is not
limited just to the abhorrence felt by
anti-nuclear activists. It permeates to
one extent or another the psyche of all
but the most pathological of fanatics.
It colours the calculations, even if not
decisively, of the most hardened of
military strategists. The unacceptabil-
ity of nuclear devastation is the back-
bone of all deterrence strategies.
There is not just a fear of being at-
tacked oneself, but also a strong men-
tal barrier against actually initiating
nuclear attacks on enemy popula-
tions, no matter how much they may
be contemplated in war games and
strategies. As a result a taboo has tac-
itly evolved over the decades prevent-
ing nations, at least so far, from
actually pressing the nuclear button
even in the face of serious military
crises.

It is this taboo which will be broken
if battlefield nuclear weapons, howev-
er small, begin to be used. Once the
line dividing nuclear weapons and
conventional bombs is crossed, it will
become acceptable to use “baby
nukes” and the radiation deaths that
go with it. A gradual erosion of the
feeling of abhorrence against nuclear
weapons is bound to occur. The use of

vl

a sub-kiloton artillery shell in battle
by one country will elicit a similar re-
sponse with possibly a heavier yield
weapon, if not in the same war, some-
where else. The ante will keep going
up till eventually the use of bigger
multi-kiloton and megaton weapons
would be contemplated more serious-
ly as realistic military alternatives. The
single largest universal deterrent
against nuclear holocaust will be lost
forever.

In India tactical nuclear artillery
has presumably not yet been assem-
bled let alone deployed, despite the
inclusion of sub-kiloton devices in the
Pokhran tests. Now is the time to
firmly oppose their production, no
matter how strong the military argu-
ment for their use in the battlefield.
The Indian Nuclear Doctrine declares
a No-First-Use policy and claims that
the sole purpose of our nuclear arse-
nal is to deter the other side by the
threat of unacceptable retaliatory
damage. Such deterrence does not re-
quire battlefield nuclear weapons.

Tactical nuclear weapons also
bring with them more difficult prob-
lems of command and control. Their
control will necessarily have to be less
centralised than for the strategic
weapons, particularly during wartime.
Or else they will lose their operational
value in the battlefield. With such un-
avoidably looser control and broader
distribution, all the risks of inadver-
tent, hasty or unnecessary firing at-
tendant with strategic weapons
become further multiplied for tactical
weapons. So does the risk of pilferage
by terrorists or other non-state actors.
Smaller than heavy-duty nuclear
bombs, nuclear artillery shells would
be easier to steal, hide and fire on the
target.

It is best not to cross the Lakshman
Rekha separating nuclear weapons
from conventional arms. Whatever
military advantage tactical sub-kilo-
ton weapons may offer, it is not worth
the price of destroying the time-tested
psychological barrier blocking the
road to nuclear holocaust.

(The writer is Professor of Theoret-
ical Physics, JNU.)
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'G-7 seeks cocp)gperatlon on terror funds,

ASSOCIATED PRESS L0

WASHINGTON, April 20. —
The world’s top economic
powers, confidently pre-
dicting that the global
economy was on the mend,
agreed today on better
cooperation to choke off
terrorists’ financing.

They also released a plan to
improve the handling of
international bankruptcy
cases such as Argentina’s
massive debt default.

Finance official from the
USA, Japan, Germany, Fr-
ance, Britain, Italy and

statement that they were
optimistic that last year’s
global slowdown, the worst
in a decade, had ended.
“Economic recovery from the
slowdown is under way,” said
the officials from the seven
wealthy nations. They said
they found “prospects for the
global economy more positive
than a few months ago.” The
statement was issued after
morning discussions led by
US treasury secretary Mr
Paul O'Neill and federal res-
erve chairman Mr Greenspan.
Outside the IMF and World

Bank buildings, scores of
officers stood guard behind
waist-high metal barricades
near large black bags
containing riot gear. All
around the capital,
thousands of protesters
rallied peacefully against
USA policy in the West Asia,
Afghanistan and Colombia.
A 2l-year-old student at
Ohio-Wesleyan College, said:
“We're all working under the
same ba-nner of pro-choice,
pro-envi-ronment, pro-worker
and pro-women, There is just
di-versity of tactics and view-
points here.” There were no

reporte incidents.

The group said for the first
time that it would make a
joint designation of terrorist
financing sources rather than
just following the lead of USA
authorities. They said there
were growing signs of an
economic recovery, but that
“downside risks” remain.

They cited the recent surge
in oil prices and the economic
crisis in Argentina, which was
forced in Dec-ember to default
on its mas-sive $141 billion
foreign debt, the biggest state
default ever.

N Another report on page/lz



GLOBAL ECONOMY / EVIDENCE OF RECOVERY

Il ‘Growth hopes soar as *’,
key signs sparkle

w\

FRANKFURT, MARCH 9. Global
growth hopes capped an upbeat
week with more good news on
Friday which, putting U.S. steel
tariffs aside, adds up to a deci-
sive recovery.

A closely watched barometer
of the world business cycle from
the OECD jumped in January for
the third straight month, while
February employment in the
U.S. rose for the first time in sev-
en months.

Investors endorsed the news
with a fresh rally on Wall Street,
advancing gains made in world
stock markets as the mood
brightened and chimed with as-
surances from both the Federal
Reserve and European Central
Bank that growth was on the
mend.

“This week has provided
clear-cut evidence (of recovery).
It was also the week in which in-
vestors began to believe their
own economists,” said Michael
Saunders, chief European econ-
omist at Schroder Salomon
Smith Barney in London.

The Tuesday decision of U.S.
President Georee W. Bush to im-

pose tariffs of up to 30 per cent
on a range of steel imports may
have sparked fears of an escala-
tion into a full-blown trade war.
But the story told by the data
was altogether upbeat. In Paris,
the Organisation for Economic
Cooperation and Development
(OECD,) said its composite lead-
ing indicator for the OECD area
rose to 114.5 in January from
113.4 in December, and 111.1 in
October last after the air attacks
in the U.S.

In Washington, the Labour
Department said U.S. unem-
ployment shrank to 5.5 per cent
last month from 5.6 per cent in
January.

Japan’s economy continued
to shrink, data released on Fri-
day showed, but Economy Min-
ister, Heizo Takenaka, said the
economy probably turned the
corner in the fourth quarter.

“I am encouraged by unfold-
ing events, no doubt about it,”
said Joseph Quinian at Morgan
Stanley in New York, although
he warned firms still faced a
tough profit environment and
stronger end-demand would he

needed to complete the recov-

ery picture.
Buy buy buy this has not de-
terred investors. The CBR

(Commodity Research Bureau)
index hit a six-month high this
week, money flooded into U.S.
junk bonds and stock markets
around the world took heart.
This saw the MSCI all world free
equity index post a 5.5 per cent
gain in five days to Thursday,
just the sixth time since 1991
that equities have moved so
strongly ahead on this measure.

“The recent evidence increas-
ingly suggests that an economic
expansion is already well under
way, although an array of influ-
ences unique to this business
cycle seem likely to moderate its
speed,” Federal Reserve chair-
man, Alan Greenspan, said on
Thursday.

The European Central Bank
president, Wim Duisenberg, al-
so speaking on Thursday, deliv-
ered a similar message: “While
the strength of the recovery re-
mains uncertain there are good
reasons to expect a return of ec-
onomic growth to levels in line

5\6

with potential towards the end
of the year”. Since then the news
has got better, with the OECD
index taken as a particularly
strong signal for a rebound.

“The indications from the in-
dustrial side of the economy are
for a profoundly strong recov-
ery,” said economist Neville Hill
at CSFB in London. The CSFB
estimated that the numbers, if
annualised, would add up to a
10 per cent rebound in U.S.
manufacturing, the strongest
since 1983, and a gain of well
over 5 per cent in Europe.

Markets use these polls to
predict changes in the business
cycle between three and six
months down the line and the
OECD’s work has a good track
record for getting it right.

In the U.S., the jump. was
even more pronounced at 118.1
inJanuary from 115.9 in the pre-
vious month, while in the 12 na-
tion Eurozone the index rose to
112.1 from 111.4. The CSFB had
forecast the indicator to rise by
one per cent for the OECCD ar-
ea and by 1.4 per cent for the
11.S. — Reuters
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ultinational companie;
Mlarly in the developed tountries,

face conflicts with the trade
unions as well as the organised labour
force who consider them as agents des-
troying the welfare state by reducing
autonomy of the host governments. In
the developing countries, however,
where both the governments and trade
union movements are weak, multinat-
ional companies face difficulties only in
certain countries or in certain parts of the
country. It is quite normal to expect that
the host governments will use force to
destroy any opposition to the multi-
national companies.

Sustainability

Relaxed labour laws and environ-
mental regulations in the developing
countries are some of the most important
attractions for multinational companigs.
The globalisation process is intensifying
these tendencies to undermine labour
and trade union rights in the developing
countries in their drive to attract foreign
investments when they are all trying to be
like China, where no rights of the labour
or trade union exist.

The crucial question is whether the

new system is sustainable and, if not,
what system may emerge. If a new system
of economic management is not rooted
in the cultural values of the recipient
country or if because of its cultural
characteristics, the recipient country can-
not adjust to the new reality, the new eco-
nomic system will fail. An organisation is
successful if it gives rise to an organisa-
tional culture, which is embodied in the
national culture of the country in which
the organisation exists.

The philosophical basis of the globa-
lisation process is the philosophy of capi-
talism, i.e., the utilitarianism of Ben-
tham, James Mill, John Stuart Mill and
other 18th and 19th century writers. The
idea is that maximisation of self-interest
is the virtue. Individuals, while maximis-
ing their own interests, maximise the
combined social welfare of the society;
the process was explained as the “invisi-
ble hands of the market” by Adam Smith.

All human actions are based on self-
preservation and self-interest. Selfish-
ness is a virtue which brings economic
prosperity. In the pursuit of profit maxi-
misation, producers allocate resources
only to satisfy demands so as to use the
most efficient production system and
minimise cost. Consumers are satisfied to
receive high quality goods at the lowest
cost. Because economic growth depends

GLOBAL
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QUESTIONS-II

Between The Individual And The Soc:etw

on acquisitive actions, self-serving beha-
viour is justified. To enhance economic
growth, the state should intervene as
little as possible restricting itself to the
defence and judicial system leaving
everything else to the spirit of free
enterprise.

This doctrine of “laissez-faire” was

of the national governments. For a poor
country, the number of these rejected
people can go on increasing thus produ-
cing a growing army of the so-called
“underclass” who exist in large numbers
even in the developed countries.
Although India and the developing
world along with the former socialist

propagated by the originators of modern
western economists, David Ricardo and
JB Say and further decorated, using
mathematical tools, by Jevons, Marshall,
Knight and Walras and very recently by
Milton Friedman or Robert Lucas. The
argument remains the same although the
society has changed and “perfect compe-
tition” imagined by Adam Smith is not a
reality in the days of monopolistic market
of large multinational corporations. The
idea is that capitalism, left to itself, can
recover from any crisis and any public
intervention can only make things worse.
Thus any public actions are nothing but
distortions of the system which must be
minimised.

Cultural basis

The task of the market is to satisfy
demand which can only be created by
people who can afford to create demand.
Those who cannot are rejected by the
market. As prices are determined by the
monopolistic multinational companies,
the number of people rejected by the sys-
tem cannot be determined by the policies

countries since 1991 have adopted these
ethics, whether the society and its cultur-
al basis" in those countries can accept
them is questionable.

In India, for example, the idea of
Bentham was known to Raja Ram
Mohan Roy, father of the Indian
renaissance in the 19th century, but was
ignored. Whether" the doctrine of
selfishness as a virtue can be acceptable
to Indian culture, which is based renu-
nciation and selfless work, is debatable.
The principal contradiction of human life
is that between the individual and the
society. The law for humanity is -to
pursue its upward evolution towards the
expression of the “divine” in mankind.

In order to achieve this ideal state, one
must, according to Vivekananda, under-
stand the causes of the downfall of the
colonised world. The causes are perver-
sion of religion, tyranny towards the mas-
ses, absence of proper education,
underestimating the role of the women
and physical and spiritual weakness.
Down the centuries, the rulers and the
dominant castes neglected the interests

Mg §TATLSE

of the simple people and that was one of
the greatest social evils. Without support
of the lower class, there should be no
question of serious reforms. Highly deve-
loped production and material well-being
cannot by themselves make men happy if
their “spiritual civilisation” is low.

Contradictions

In the West, men are only capable of
seeing the external aspects of things. In
capitalism wealth is concentrated in the
hands of the few. The dominion of the
capitalist class today is justified in the
name of economic growth and produc-
tion efficiency. The resultant depriva-
tions are visible even in the developed
countries. In the United States, about 12
million people are homeless, one third of
the people cannot afford primary health
care, 20 per cent of the children live be-
low the poverty line, about 23 per cent of
the people are illiterate with no security
of either job or of life.

Thus, capitalism has so far failed to
maximise social welfare through the
maximisation of individual profit. The re-
sultant discontent will grow substantially
due to the globalisation process. Changes
occur in society because of contradictions
in prevailing ideology, in its social, eco-
nomic and political order. These contra-
dictions arise from hostilities between
the social classes. Globalisation can only
intensify these contradictions.

Humanistic aspects of any national
culture, i.e., renunciation, selfless work,
sacrifice, work without any attachments
to the results does not correspond to the
acquisitive consumerism glorified by the
globalisation process which in the deve-
loping countries is recreating some of the
nightmares of the last century. Due to
free trade, India’s manufacturing indus-
tries during the 18th and 19th century
were destroyed. New industries could not
flourish. Agriculture in India during the
19th century was ruined due to pressure
of imports and fiscal burdens imposed by
the colonial government. Famine used to
be the order of the day. The situation was
the same in other parts of the colonised
world.

There are already signs of decline in
both agriculture and industry in the
developing world due to the globalisation
process. Oppressions during the 19th
century gave rise to the freedom strug-
gles during the 20th century. The
oppressive forces of the globalisation
process may create a similar revolt in
emerging market economies.

(Concluded)
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timate right of multinational

companies to allocate resour-
ces according to their own criteria of
efficiency which may or may not
correspond to the national culture of the
countries in which they are operating.
European multinational companies in
the 18th century created European
empires. Hudson Bay Company in north
America, Dutch East India Company in
Indonesia, British East India Company in
China and India, Cecil Rhodes mining
company in Africa, Anglo-American oil
company in the Middle East are some of
the examples how the multinational
companies have helped their respective
governments gain colonies which are now
ke called the “developing countries”.

New economic order

That type of “globalisation” was halt-
ed only when after the Second World
War, the Soviet Union became the victo-
rious power in Europe and a large num-
ber of colonies became independent. An
alternative and very successful strategy of
economic development, “planned econo-
my”, has become the model for the newly
independent countries. When the power
of the Soviet Union was at its zenith du-
ring the 1970s, the developing countries
asserted themselves to implement a “new
international economic order” so that
they could reverse the adverse terms of
trade of their exports, which was main-
tained historically by the developed
countries as the source of exploitation.

However, with the demise of the Soviet
Union, the power of the so-called
“Group of 88" developing countries had
disappeared and it was possible for the
developed countries to impose a very
new international economic order
through the ali-powerful international
organisations, the World Trade Organi-
sation, the World Bank and the Inter-
national Monetary Fund. The so-called
“new order” or “globalisation” means re-
establishment of the old order that used
to prevail before 1945.

During the colonial period, before the
Second World War, the relationship
between the multinational companies

“ Glpbalisatipn” stands fo'r th_e ul-

and the host governments was that -

between agents of the oppressor and the
oppressed. The multinational companies
seek new markets to increase their pro-
fits and enlarge their scope of invest-
ments of surplus capital. The doctrine of

free trade was used to justify that aim so_

that host countries will accept domi-
nation of their sovereign rights inexch-

The author belongs to the faculty of
Economtcs at Nagasakz University, Japan.

By DIPAK BASU

“tions hospitable for them.

\
ange for economic growth, which may
never occur. State power was used to
provide security of interests of the multi-
national companies, which eventually re-
sulted in imperial conquests. The inter-
ests of the multinational companies and
their governments were identical in ex-
ploiting these colonised countries. The

effects of these investments on colonial
economies were initially social and eco-
nomic upheaval, destruction of domestic
industries and in some cases great famin-
es and catastrophes. At the same time,
some parts of the host countries, particu-
larly in the coastal areas, benefited from
their subscription to the global economy
controlled by the great colonial powers,

Neo-colonial phenomenon

Given that history it was not surprising
that after the Second World War, most
developing countries considered multi-
national investments as instruments of
neo-colonialism and have tried to deve-
lop series of regulations to restrict their
power and intrusion in their domestic
economy. However, economic interests
of the growing middle class in the deve-
loping countries, particularly in East Asia
and Latin America, collude with the in-
ternational interests of the multinational
companies. The result is that gradually
developing countries have accepted mul-
tinational companies as a source of
investments and started creating condl-

This tendency Las bécome most pro-

‘minent since the mid-1980s owing to twe:

major factors. The rapid development of
East Asian countries, including China,
are mainly due to foreign investments.

The negotiations of Gatt and instruc-
tions from the IMF and World Bank have
created enormous pressures, both intel-
lectual and economic, on the developing
countries to accept capitalism and globa-
lisation and to remove obstacles for fore-
ign investments. Individual developed
countries also have created economic

pressure to facilitate entry of their multi-
national companies. As a result, now
developing countries are competing for
foreign investment and offering more
attractive terms, which they do not even
offer to their own domestic companies.
In several developing countries, Euro-
peans and North Americans intervened
militarily over many decades to assert the
property rights of their multinational
companies. Encouragement given by the
United States in Chile in 1973 to destroy
- the government of Allende when he
nationalised the copper mines, the
Anglo-French invasion of Egypt in 1956
when Nasser nationalised the Suez canal
or the coup organised by Britain and the
United States in Iran in 1953 to destroy
the government of Mossadeg when he
nationalised the oil fields are some ex-
amples. Currently developed countries
withold economic assistance and prohibit
economic aid from multinational agen-
cies if a country does not protect the pro-
perty rights of the multinationals or
creates entry barriers.
Multinational companies also work as

“v'ggents of the home-countries. The US

government forbids American compa-

swnies to do business with Cuba, Libya,:

North Korea and India-Pakistan (the res-
trictions were for military-industrial com-
panies and the related research institutes
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als As Agents Of Home Countries

but not for all companies) and extends
these rules to companies originating in
foreign countries if they want to do
business in the USA. Multinational com-
panies, particularly in many developing
countries, are considered to be the sym-
bol of the modern world. Penetration of
foreign and alien culture can have devas-
tating effects. Examples from Thailand
and Latin America show the social and
moral destruction caused by the foreign
culture spread by multinational business
organisations. Multinational companies
in the developing countries frequently
manipulate not only government de-
cisions but also the broader political pro-
cess. Corruption and attempts to mani-
pulate regulations on the environment
and tax evasions normally include mani-
pulation of the political system.

Patent law

Recently with the emergence of a cor-
porate sector in developing countries,
rivalry between multinational companies
and the domestic corporate sector has
become an important issue. Host govern-
ments, in order to attract foreign invest-
ment, relax rules only for the multi-
nationals which obtain sovereign guaran-
tees on their rate of profits, labour man-
agement, taxation and international
transactions, which are denied to do-
mestic firms. Quite often host govern-
ments, under pressure from international
financial organisations, World Bank in
particular, denies government contracts
to domestic firms. Recent modifications
of the international patent laws, ori-
ginating from the World Trade Orga-
nisation, particularly prohibit domestic
firms from producing independently
without any collaboration with the
multinational companies.

The problem is now acute in the phar-
maceutical industries in particular. In
India in 1995 the government under pres-
sure from the multinational companies
closed down public sector pharma-
ceutical firms and forced other private
sector pharmaceutical companies to col-
laborate with the multinational compa-
nies. In Brazil, Mexico and Argentina,
multinational pharmaceutical companies
were successful in collaborating with the
host government of these countries in
destroying sophisticated and profitable
pharmaceutical industries and research
organisations. These conflicts with
domestic firms will be more acute when
the laws of the World Trade Organisation
are implemented and most domestic
firms in the developing countries will have
to forgo their independent existence.

(To be Concluded)/
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By C. R anohar Reddy
PORTO ALEGRE, . 5. The World

Social Forum, thg “alternative
Davos,” which ended here to-
day, turned out to be a phe-
nomenon exceeding the most
optimistic expectations of the
organisers and the delegates.

In only its second year, the
WSF attracted 15,200 delegates
from 4,900 NGOs, trade unions
and social movements in 119
countries. “We knew we would
have a better response than the
5,000 delegates who came to the
first forum last year, but we did
not expect such enthusiasm,”
said a member of the Brazilian
organising committee who, like
everyone else, was surprised by
the response to the forum. The
tens of thousands of students,
political workers, artists, street
performers and curious resi-
dents of Porto Alegre who vis-
ited the venue gave the forum a
carnival atmosphere, which few
international conferences
would be able to match.

The substantive work of the
forum took place at the 28 con-
ferences, 100 seminars and 800
workshops that discussed an ar-
ray of social, political and eco-
nomic issues and displayed

o Fhe phenomenon
Porto Alegre
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successful experiments from
around the world that gave
teeth to the conference slogan,
“Another World is Possible.”
The loosely organised structure
of the WSF gave participating
organisations the freedom to
formulate the national and
global topics they wanted to
discuss in the workshops. A Par-
liamentarians’ Forum and an
international Youth Camp were
two of many parallel events held
around the city. The organisers
said today that altogether
51,000 people participated in
one form or the other in the
WSF.

“Porto Alegre has shown that
doubts expressed about the fu-
ture of the global peoples move-
ment after September 11 were
misplaced. The movement is
not just alive, it is growing,”
said a Brazilian delegate, Rober-
to Oliviera. In keeping with its
carnival mood, the WSF ended
in a music-filled ceremony
which had about 4,000 people
collecting in a cavernous hall
and cheering speakers from
around the world who said that
the WSF was now both an in-
stitution and a movement. The
third WSF will be held, also in
Porto Alegre, in February ZOOy
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Munich, Feb. 3 (Reuters): Rus-
sia laid bare its differences with
the US over the war on terrorism
today, challenging President
George W. Bush’s attack on the
“axis of evil” and accusing the
West of double standards.

The cracks emerged at a
security conference in Munich
over the weekend as Washing-
ton, ratcheting up its rhetoric
against Iraq and Iran, signalled
it could take pre-emptive
action.

US deputy defence secretary
Paul Wolfowitz told the meeting
yesterday that countries tolerat-
ing terrorism would be held to
account and referred to the State
of the Union address last week
in which Bush described Iraqg,
Iran and North Korea as an “axis
of evil” seeking weapons of
mass destruction.

But Russia, which has better
relations with all three, insists
the US-led campaign against ter-
rorism in Afghanistan must not
be expanded to other countries
and has been increasingly irri-
tated by the American sabre-rat-
tling.
Russian defence minister
Sergei Ivanov, in a blunt rebuff,
told Wolfowitz and the other del-
egates today there was no evi-
dence that Iran had connections
with terrorist organisations.

And he said Russia had its
own list of “rogue states”,
naming US ally Saudi Arabia,
which Moscow says helps fund
Chechen separatists fighting
its own troops: “Not many peo-
ple in the West like the fact that
we have some commercial
ties with the countries which
you describe as rogue states,”

Ivanov said.

“Well, we don’t like...some of
your allies like Saudi Arabia or
Gulf states who give finance to
terrorist organisations.”

A Russian deal to build Irana
nuclear power station has been a
regular target of criticism from
Washington.

Ivanov also accused the West
of “double standards” for failing
to condemn the Chechens as
“terrorists” with the same
vigour as they pursue Osama
bin Laden and his al Qaida net-
work.

He warned that disagree-
ments over who was counted a
terrorist could undermine the
US-led coalition Russia has
joined against the Islamists that
the US blames for the September
11 attacks on New York and
Washington.

“What 1is our greatest
concern today is the existence
till the present time of double
political standards with regard
to separatism, religious extrem-
ism and fanaticism,” Ivanov
said.

Analysts say some US policy-
makers, notably the hawkish
Wolfowitz, may want to exploit
the political momentum at home
generated by outrage over the at-
tacks to strike a decisive blow
against Iragi President Saddam
Hussein.

But Wolfowitz told reporters
yesterday that his comments did
not mean the US was about to
strike Iraq.

The security conference
came ahead of a meeting in
Rome on Monday between Nato

allies and Russia to discuss
terrorism. /
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S move to g0

alone in terror
war riles allies

AGENCIES W ( 7 Ghsseemtobe edging.
MUNICH/BELIING, FEBRUARY 3 Y Meanwhile, China said Bush’s
v ’ T comments suggested the US was
HE US presented its  preparing the ground for widening
hardline in the war on  its “war on terrorism”. A strongly-
- terrorism at an interna-  worded commentary, carried by the
) tional security confer- official Xinhua news agency less
ence in Germany this weekend - than three weeks before a planned
but there were reservations from  Bush trip to Beijing to meet Chinese
Russia, and even from some west-  President Jiang Zemin, said nosuch
ernallies. axis existed between the three Asian

US Deputy Secretary of De- nations.

fence Paul Wolfowitzwarned Euro- “No small number of people
pean allies yesterday suspect that by la-
the US was ready to M N I c H belling Iran, Iraq and
act outside traditional U North Korea as an
alliances in its fight “axis of evil” the US
against terror — and seeks to prepare peo-
hinted it would take a ple forpossible strikes
dim view of anyone against those coun-
who tried tosit on the fence. tries under the banner of anti-ter-

“Our approach has to aim at

prevention and not merely punish-
ment,” he told the 43-nation confer-
ence in Munich, in a reference to
US President George W. Bush’sde-
" scription of Iran, Iraq and North
Koreaasan “axisofevil.”

Karl Lamers, a German Con-
servative  Opposition  official
summed up European concem
when he said: “It cannot be that you
decide and we follow.” German De-
fence Minister Rudolf Scharping
said that he favoured a political so-
lution in the anti-terrorist fight
against Iraq rather than the military
option towards which the Ameri-

rorism,” the article said.

In Munich, Russian Defence |

Minister Sergey Ivanov voiced his

« country’ssupport for the USwaron

terrorism and denied Moscow was
selling missile technology to Iran.
“Russia has openly and directly sup-
ported the international anti-terror-.
ist campaign,” said Ivanov in a |
speech at the security conference.
Ivanov, however, said Russia
disagreed with the US view on Irag,

- Iran and North Korea as an “axis of

evil” and said many states were a
problem when it came to prolifera-
tion of weapons of mass destruction
and support for terrorists.
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By C. Rammanohar Reddy

PORTO ALEGRE, FEB. 3. The host
city of the World Social Forum
can boast of putting into prac-
tice the conference slogan of
“Another world is possible.” A
participatory budget process
that has been in place since
1990 has given residents the op-
portunity to influence the local
government’s spending priori-
ties and the result in the form of
better roads, schooling, housing
and sanitation are there to see.

This success story of Porto

Alegre has attracted considera-

ble attention at the forum
where it has been a major
theme for discussion.

At one seminar yesterday, lo-
cal councillor B. D’Souza
proudly said “the participatory
system shows it is possible to
have a social organisation in
which people decide on the
quality of their lives.” The proc-
ess, initiated soon after the left
Workers Party of Brazil came to

power in this city of 1.3 million
people, has citizens in each mu-
nicipal ward electing delegates
who draw up the area’s prior-
ities in civic life. There are also
town-hall meetings in which
residents express their prefe

ences. }lL ‘;/

The local gove does
not have the power t¢ over-rule
the priorities drawn lup by the
residents, but it dogs add its
own criteria like investments
which have an impact on more
than one area and the quality of
existing infrastructure.

The participatory process is
focussed on government expen-
diture in the social and cultural
areas and the execution of the
projects is the job of the local
government.

Peoples’ participation does
not extend to decisions on taxa-
tion, but Francois Polet, a re-
searcher who has been studying
the participatory system, says
that the local government has
mobilised considerable funds

“f‘
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with progressive taxation of real
estate. After a decade of the par-
ticipatory budget system, ac-
cording to local officials, there
has been better utilisation of
funds, a narrowing of differenc-
es between different parts of the
city in the availability of facil-
ities and an overall improve-
ment in social infrastructure

e
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WORLD sopﬁ FORUM / MEET ON ALTERNATIVES |

‘Another

By C. Rammanchar Reddy

PORTO ALEGRE (BRAZIL), FEB. 2.
More than 5,000 km from the
World Economic Forum meet-
ing in New York, a very different
global forum began its work in
this southern Brazilian city on
Friday with about 10,000 dele-
gates meeting to outline that
“another world is possible” _
the theme of the World Social
Forum which in just its second
year, has already acquired the
status of a glabal meeting point
for serious discussion of eco-
nomic, social and political
alternatives.

The WSF II will see more than
100 seminars and 700 work-
shops until Feb. 5 in which dele-
gates from close to 1,000
organisations from around the
world will deliberate on wide-
ranging issues like controls on
financial capital, food security,
social movements, and the free
software movement.

In the era after the Afghan-
istan war, “Is a World without
Wars Possible” is another con-
ference topic that has attracted
wide interest. The delegates to
the WSF include grass-root
workers, political activists and

\AV/\(T

academicians from all fields.
Representatives of - Govern-
ments are welcome as observers
but the forum’s charter forbids
their active participation, which
was why both Fidel Castro of
Cuba and Guy Verhofstadt, the
Prime Minister of Belgium, who
wanted to attend, were asked to
stay away.

The'idea of the WSF emerged
in the late Nineties ,as a counter
to the WEF meet, and as in 2001,
the forum this year will run
alongside its “rival” in New
York. The WSF has been orga-
nised by a clutch of Brazilian
civil society organisations with
the support of the city and State
Governments, both of which are
run by the Workers’ Party of
Brazil. In 2001, participation at
the WSF was largely from South
America and west Europe. This
year, the largest bloc is still from
South America, but participa-
tion from North America and
Asia is very visible though there
is still only a sprinkling of dele-
gates from Africa.

Delegates bristle at the WSF
being called the “anti-globalisa-
tion” meet. They argue that
they are not meeting here to
register protests but to work out

W Hew
world possible’

concrete proposals that will be
superior to what will be floated
at the New York meeting of the
WEF. The contrast with global
government meets or even
high-profile private affairs like
the WEF could not be more
striking. Security at Porto Alegre
is minimal even as there is little
room for complaints about the
organisation.

And countering the stereo-
type of violence that has been
cast on such marches, a colour-
ful and noisy but entirely peace-
ful march of 40,000 wound its
way through the heart of Porto
Alegre on Jan. 31 to mark the
inauguration of the forum.

The only policemen en route
were managing the traffic,
shops remained open without
fear of being attacked and.no
part of the city reported any
violence.

The speed with which the
WSF has attracted growing par-
ticipation from around the
world has persuaded the loosely
structured forum to make it an
annual affair.

A tentative proposal is to h
the 2004 event in India, with the
2003 meet remaining in Porto

|
|
|
|
|
|
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~ Optimism on globalisa
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New York, Feb. 1. The largest-
ever public opinion poll on
globalisation, covering coun-
tries with 67 per cent of the
world’s population, shows that
people ncreasingly favour eco-
nomic globalisation, despite
high expectations in some areas
that will be difficult to satisfy.
Citizens also have concerns
about perceived damaging im-
pacts of globalisation. Conduct-
ed in late 2001 as part of the first
comprehcnsive global survey of
the post-11 September world,
the research reveals that the
majority of people in most
countries surveyed expect that
more economic globalisation
will be positive for themselves
and their families.

Across the world, over six in
10 citizens see globalisation as
beneficial, while one in five sees
it as negative. It also showed
that positive views of globalisa-
tion have grown over the past
year.

Wi

Especially in North America
and Europe. Citizens, especially
those in poorer countries, have
high expectations that globali-
sation will deliver benefits in a
number of economic and non-
economic areas.

However, citizens also be-
lieve that globalisation will
worsen environmental prob-
lems and poverty in the world,
and reduce the number of jobs
in their country. Especially in
G-7 couritries, most -citizens do
not believe that poor countries
benefit as much as rich coun-
tries from free trade and glob-
alisation. However, the
opposite is true in low GDP
countries.

The World Economic Forum
poll involved 25,000 in-person
or telephone interviews across
mainly “Group of 20" countries,
and was conducted between
October and December 2001 by
respected research institutes in
each participating country un-

n \ﬁrows’

td of Toronto, Canada. Most
le in 19 of 25 countries sur-

positive for themselves and
their families.

Though a majority sees giob-
alisation as positive, only one in
seven is convinced of this.

I/




“Focus on terror at Munich meet
A o 00\ |

Jay Raina
New Delhi, January 29

A MULTI-LATERAL conference
on security policy at Munich
will be watched closely for possi-
ble Indo-Pak interaction on its
sidelines. The three-day meeting
beginning on February 1 is
being attended by Pakistan's
Foreign Minister Abdul Sattar
and India’s National Security
Advisor Brajesh Mishra.

Pakistan has been invited to
the annual event for the first
time along with Australia and
Singapore. Earlier, the guest list
from Asia was restricted to
India, Japan and China.

Mishra is on a week-long visit
to France and United Kingdom
before he attends the Munich
security conference.

His first port of call will be
Paris where he will co-chair the
Indo-French Strategic Dialogue
with his French counterpart, the
French President’s Special
envoy, Gerard Errerra.

He is also expected to call on

(.
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POWELL WORRIED OV
INDO-PAK TENSION

US SECRETARY of State Colin Powell
has said the US is “actively involved”
with India and Pakistan to find a solu-
tion to the prevailing tension that
continues to “bubble”.

“It is continuing to bubble, if not
quite boil at the moment. | will not be
comfortable until we have found a

" solution and we can start going down
the escalatjon ladder, rather than just
staying where we are on the escala-
tion ladder. And | certainly don’t want
to see us go up any higher on that lad-
der,” Powell said. On the Agni test-
fire, he said: “tt is a big dea!l in the

sense that with this level of tension, it
might have been better not to have
such an event.”

PT1, Washington

President Jacques Chirac during
his three-day Paris engagement.

The National Security Advisor
will be in London for a day before
returning home on February 5.
His high-level meetings in Lon-
don include discussions with
David Manning, Principal For-

eign Policy Advisor to Prime Min-
ister Tony Blair. The two were
nominated earlier this year by the
respective Prime Ministers of the
two countries to carry forward
Indo- British bilateral dialogue
during Blair recent India visit.
Significantly, the thrust areas

of this year’s Munich conference
are to be centred around inter-
national terrorism and its global
impact apart from Central Asia
and several other international
security issues.

Sources said that even as the
Munich conference organised by
an autonomous German Founda-
tion has been an annual fixture
over the last several years, this
year’s conclave assumes consid-
erable significance against the
backdrop of global war against
terrorism.

Almost all the big powers will
‘be represented by their high-pro-
file Defence or Foreign Minis-
ters besides leading security
experts.

Sources said, at present, no for-
mal meeting was scheduled
between Mishra and Sattar since
the conference is generally per-
ceived as meeting of minds on
international security affairs.
But a chance encounter cannot
be ruled out during their three-
day long presence at the confer-
ence venue,
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olin Powell visited New

Delhi briefly early last

week. L.K. Advani and

George Fernandes have

been in Washington. Indo-
American relations are going through
a critical phase in the context of the
present state of tensions between
India and Pakistan. The United States
of America’s policies towards the sub-
continent would be a major factor in-
fluencing the developments in our part
of the world. It is, therefore, pertinent
to go beyond the policy orientations of
the US and understand the collective
mindset of basic motivations affecting
US policies.

When there is a convergence in
broad objectives, and parallelism in at-
titudes and policy orientations to meet
them between nation-states and within
their respective civil societies, obser-
vation and analysis have to focus on
the psyche and the mindset, the under-
currents of evolving thought process-
es and attitudes governing their poli-
cies. The world is generally aware of
the trauma generated by the terrorist
attacks on the US in September, 2001.
The international community is equal-
ly aware of the anti-terrorist policies
generated by the tragedy. The manner
in which the policies are being imple-
mented to ensure domestic security in
the US and to eradicate international
terrorism outside the US, is also a mat-
ter of public knowledge.

A matter of deeper interest should
be the manner in which public opinion
and collective attitudes have changed
inside the US, and the impact that
these changes would have on US for-
eign policy and domestic political
trends. These phenomena were
brought into focus for me as I travelled
through the US for a month between
mid-December 2001 and mid-January
2002. As most of my travels were in
south-central and western US, away
from the eastern states of the country, I
presume to claim that my perceptions
are based on the views and attitudes of
the Americans living away from the di-
rect impact of governmental thinking
and the influence of the traditional es-
tablishment of that country:

irst the impact on the domestic
F front within the US; the foremost

element in this impact is the feel-
ing of vulnerability in terms of domes-
tic security. The collective self-confi-
dence in the American people about
“Fortress America” stands eroded.
Continental US, surroundeq by oceans
on the east and west and by friendly
neighbours to the north and south,
coming under direct attack, was not
just unexpected, but an unthinkable
prospect. The September 11 terrorist
attacks in New York and Washington

The author is former foreign
secretary of India
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were the first attacks to occur within
the continental territory of the US
after 1812, when British forces briefly
captured Washington. Though the US
participated in many wars and faced
the surprise bombing of Pearl Har-
bour in Hawalii in 1941, this was the
first direct attack on US territory after
a gap of nearly 191 years. There is a
collective anxiety about domestic secu-
rity in the US. “Home and security”
has emerged as a major political con-
cept and a policy objective of high
priority.

ated a new department of

“homeland security” with a di-
rector of cabinet rank. Executive or-
ders and organizational arrangements
are being evolved to reactivate the role
of the US armed forces and paramili-
tary forces in safeguarding domestic
security in all its dimensions. The sec-
ond noticeable phenomenon is the ap-
pearance of emotional patriotism.
There is no “us versus them” jingoism,
which is a remarkably redeeming fea-
ture in this feeling. US flags were on
display on the windscreens of cars, in
shop windows; they were flying atop
private houses in the smallest towns
when one drove across the country-
side.

Equally remarkable is a sponta-
neous consensus reflected in private
conversations, in television commen-
taries, on chat shows, in the print
media, that the threat to the US and the
policy reactions to it have to be faced as
a united national effort, not just tran-
scending, but eschewing, party poli-
tics. The attitude finds expression in
the fact that practically every decision
taken, every policy suggested by Presi-
dent Bush, to counter the terrorist
threat, has not encountered any oppo-
sition from the US congress, or at the
level of the governments of the con-
stituent states of the US.

This groundswell of patriotism has
been nurtured and strengthened by po-
litical events and religious ceremonies
in remembrance of the September at-
tacks. Though there is an absence of
excessive jingoism, one can discern a
certain amount of paranoia about for-
eigners, particularly from Asia and the
Arab countries, despite conscious and
continuous efforts by the US govern-
ment to control and negate such feel-
ings. There is a discernable anxiety
and fear about Islam, though President
Bush and the US leadership have tried
to educate the public opinion about the
distinction between Islam as a religion
and the terrorists who perverted its
teachings.

While the US government stresses
that its anti-terrorist campaign is not
animated by motives of revenge, pub-

P resident George W. Bush has cre-
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J.N. DIXIT

lic opinion here feels that the massive
violence perpetrated against innocent
US citizens should be avenged clearly
and decisively. A corollary of this ap-
proach is the general view that the
other countries and other people, who
do not fully support the anti-terrorist
campaign of the US and suggest reti-

_ cence or moderation in this campaign,

are not friends of the US and should be
treated accordingly.

These feelings of paranoia and of
viewing the world at large in black and
white, found expression in certain aca-
demics and professors of Arab and
African origin at the universities of
Florida and Harvard being ostracized.
Noam Chomsky, despite his unques-
tioned intellectual eminence, is not a
very popular figure in the US public

perception at present.
S viduals on the presidential staff
when a security officer proceed-
ing on duty on the personal security
work for President Bush in Texas was
offloaded from an American Airlines
flight because he was of Arab origin
and he carried a gun to which he was
legally entitled.

The unity of purpose and approach
mentioned earlier, however, does not
extend beyond the current phase of the
anti-terrorist campaign in Afghan-
istan. Public opinion is divided

uch paranoia affects even indi-
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(though government opinion does not
show it manifestly) about expanding
the anti-terrorist campaign to other
countries. Public opinion here is that
the campaign should come to an end
with the capture or elimination of
Mullah Omar, the president of the tal-
iban, and Osama bin Laden, the
supreme leader of al Qaida. The rem-

‘ The collective
self-confidence in the US
about “Fortress America”

stands eroded ,

nants of terrorist groups in other
countries should primarily be eradi-
cated by the governments of these
countries with indirect support from
the US without too much military in-
volvement.

There is also the feeling that the
other major powers of the world
should take on a more active role in
dealing with international terrorism
without leaving the main burden on
the US. That the US government is re-
sponsive to this broad undercurrent in
domestic public opinion is indicated
by the fact that the defence secretary,
Donald Rumsfeld, has been compara-
tively ambiguous about expanding the
US campaign beyond Afghanistan in

must go beyond policy orientations

A spontaneous consensus

A o2

his public statements since the begin-
ning of January. He has also indicated
that in the short term, the US military
campaign will be focussed on eastern
and southern Afghanistan and in the
border areas of Pakistan. He has taken
note of the emerging frustration with-
in his government and the public opin-
ion here about Osama bin Laden and
Mullah Omar not having been cap-
tured or eliminated as yet.

He has stressed that the operations
against them remain the objective. The
state department echoed his views
when the US spokesman for the first
time publicly stated that Pervez
Musharraf’s credibility and Pdk-
istan’s future will depend on how the
government of Pakistan deals with al
Qaida and other terrorists and his co-
operation with the US government’s
ongoing campaign. There is also a shift
in political commentaries, where the
view is being expressed that Mullah
Omar and bin Laden could escape the
US net, but the more important objec-
tive is to eradicate the terrorist and ex-
tremist organizations which they cre-
ated. o

n impact of long-term signifi:
A cance on US public opinion is
that of increased interest and
the emergence of incrementally
knowledgeable sensitivity about the
countries of west and south Asia, of
the Gulf and Islamic Arab and African
countries. It is noteworthy that public¢
debate and media comments on the US
over the last three and a half months
have started discerning the unavoid-
able contradictions between the US’s
strategic and economic interests
which necessitates the US supporting
authoritarian regimes of one form or
the other in these countries, and the
US’s basic ideological commitments to!
democracy and human rights.
Newsweek, in its year-end issue, pub-
lished a detailed article highlighting
this contradiction and describing it as
one of the most important challenges
to the US foreign and security policies.
Finally, south Asia is in greater
focus in the US foreign policy plan-
ning. The need to sustain and strength-
en the democratic regimes of India, Sri
Lanka and Bangladesh, and to encour-
age the genuine democratization of
Nepal, Bhutan, Pakistan and Myan-
mar are described as important US pol-
icy objectives by commentators here.
The stabilization of Afghanistan with
a representative government there is
the highest short-term priority here,
but with the interesting rider that the
US should not get involved in any long-
term military involvement in that
country. Public perceptions about
India are that despite the recurring
hiccups, mutual complaints and reti-
cences, a strong Indo-US relationship
would be an incrementally important
factor for peace and stability in south’
Asia. :
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Hiessons from Argentma
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' The international financial system must be reformed and, to begm wzth he
reformers must get to work on the IME says Joseph Stiglitz

RGENTINA'S collapse incited
the largest default in history.
dits agree this is merely the

latest in a string of IMF-led bailouts
that squandered billions of dollars and
failed to save the economies they were
meant to help. The nature of that fail-
ure, howevey, is disputed. Some claim
that the IMF was too lenient; others
that it was too tough. Those who blame
the IMF see the problem as self-inflict-
ed through profligate and corrupt
spending by Argentina. Such attempts
at blame-shifting are misguided: one
can understand the default as the con-
sequence of economic mistakes made
over a decade. Understanding what
went wrong provides important les-
sons for the future.

The problems began with the hyper-
inflation of the 1980s. To slash infla-
tion, expectations need-
ed to be changed;
“anchoring'' the curren-
¢y to the dollar was sup-
posed to do this. If infla-
. tion continued, the coun-
try's real exchange rate
would appreciate, the
demand for its exports
would fall, unemploy-
ment would increase, and
that would dampen wage
and price pressures.
Market  participants
would realise that infla-
tion would not be sus-
tained. So long as the
commitment to the exchange rate sys-
tem remained credible, so was the
commitment to halt inflation. If infla-
tionary expectations were changed,
then disinflation could occur without
the costly unemployment.

The IMF encouraged this exchange
rate system. Now they are less enthu-
siastic, though Argentina, not the IME
is paying the price. The peg did lower
inflation; but it did not promote sus-
tained growth. Argentina should have
" been encouraged to fix a more flexi-
ble exchange rate system, or at least
an exchange rate more reflective of
the country's trading patterns.

Other mistakes also occurred.
Argentina was praised for allowing
large foreign ownership of banks. For
a while this created a seemingly more
stable banking system, but that system
failed to lend to small and medium
sized firms. After the burst of growth
that arrived with hyperinflation's end,
growth slowed, partly because firms
couldn't get adequate finance.

East Asia's crisis of 1997 provided
the first hit. Partly because of IMF mis-
management, this became a global

financial crisis, raising interest rates for
all emerging markets including
Argentina. Argentina's exchange rate
system survived, but at a heavy price
- the onset of double-digit unem-
ployment.

Soon, high interest rates strained the
country's budget. Yet Argentina's debt
to GDP ratio — even as it began to col-
lapse - remained moderate, at around
45 per cent, lower than Japan's. But
with 20 per cent interest rates, 9 per
cent of the country's GDP would be
spent annually on financing its debt.
The government pursued fiscal aus-
terity, but not enough to make up for
the vagaries of the market.

The global financial crisis that fol-
lowed East Asia’s crisis set off a series
of big exchange rate adjustments. The
dollar, to which Argentina's peso was

tied, increased sharply in value.
Meanwhile, Argentina's neighbour
and Mercosur trading partner, Brazil,
saw its currency depreciate — some say
that it became significantly underval-
ued.Wages and prices fell, but not
enough to allow Argentina to com-
pete effectively, especially since many
of the agricultural goods which con-
stitute Argentina's natural compara-
tive advantages face high hurdles in
entering the markets of rich countries.
Hardly had the world recovered from
the 1997-1998 finandial crisis when it
slid into the 2000/2001 global slow-
down, worsening Argentina's situa-
tion. Here the IMF made its fatal mis-
take. It encouraged a contractionary
fiscal policy, the same mistake it had
made in East Asia,and with the same
disastrous consequence. Fiscal auster-
ity was supposed to restore confidence.
But the numbers in the IMF program
were fiction; any economist would
have predicted that contractionary poli-
cies incite slowdown, and that budg-
et targets would not be met. Needless
to say, the IMF program did not fulfil
its commitments. Confidence is sel-
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dom restored as an economy goes into
a deep recession and double-digit
unemployment.

Perhaps a military dictator, like Chile's
Pinochet, could suppress the social and
political unrest that arises in such con-
ditions. But in Argentina's democra-
cy, this was impossible. Seven lessons
must now be drawn:

1. In a world of volatile exchange rates,
pegging a currency to one like the dol-
lar is highly risky. Argentina should
have been encouraged to move off its
exchange rate system years ago. 2.
Globalisation exposes a country to
enormous shocks. Countries must cope
with those shocks — adjustments in
exchange rates are part of the coping
mechanism. 3. You ignore social and
political contexts at your peril. Any
government that follows polidies which
leave large fractions of the
population unemployed
or underemployed is fail-
ing in its primary mission.
4. A single-minded focus
on inflation - without a
concern for unemploy-
ment or growth —is risky.
5. Growth requires finan-
cial institutions that lend
to domestic firms. Selling
banks to foreign owners,
without creating appro-
priate safeguards, may
impede growth and sta-
bility. 6. One seldom
restores economic
strength - or confidence — with poli-
cies that force an economy into a deep
recession. For insisting on contrac-
tionary policies, the IMF bears its great
culpability. 7. Better ways are needed
to deal with situations akin to
Argentina. I argued for this during East
Asia's crisis; the IMF argued against
me, preferring its big-bail-out strate-
gy. Now the IMF belatedly recognises
that it should explore alternatives.
The IMF will work hard to shift
blame — there will be allegations of cor-
ruption, and it will be said that
Argentina did not pursue needec
measures. Of course, the country need-
ed to undertake other reforms - bui
following the IMF's advice regarding
contractionary fiscal policies made mat-
ters worse. Argentina's crisis should
remind us of the pressing need to
reform the global financial system —
and thorough reform of the IMF is
where we must begin.
Author is Professor of Economics, Columbia
University, formerly Chairman, Council of
Economic Advisers to US President Bill
Clinton and Chief Economist, World Bank.
Copyright: Project Syndicate, January 2002
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Poverty could bree;l

more Bin Ladens’

reader of a column of mine
AE)ublished at Christmas on
he social consequences of
abandoned street children wrote
to point' out that my prognosis
that these little “Lords of the
Flies” would grow up as the new
Bin Ladens, primed to wreck
vengeance - on  established
societies, was mistaken.
“Osama bin Laden’s anger did
not develop out of poverty,” she

argued, “but out of a middle class

malaise”. Of course. And so did
Che Guevara’s and Stokely
Carmichael’s and that of Marx
and Lenin.

But this does not exclude the
undisputable, well-researched,
fact that poverty, particularly
when it exists in a society of gross
inequalities, breeds violence,
crime and the urge to deal out
deadly punishment on
conventional society. The leaders
may be educated; the shock
troops’ often come from the
underclass. Besides, humanity has
never confronted before 100
million youngsters growing up on
the street, without parents. Their
anger, one day, will surely find a
political channel as well as the
inevitable criminal one.

I think, indeed, the argument
can be taken even further: there
are 800 million people living in
hunger without sufficient nourish-
ment. Many exist in a state of

\\
“remarkably  creative \ pe-
riod....the UN system began to
elaborate an alternative develop-
ment strategy focussed on the
basic needs of the population,
poverty reduction, income redis-
tribution and employment.

But before these new concepts
could be translated into actual
policies, a serious debt crisis
struck several Latin American
countries and the International
Monetary Fund and the World
Bank relegated these ideas to the
back burner. Privatisation and
liberalisation were presented as
the panacea for all economic ills.”
These days, concludes Mr Aziz
“there is no fiscal space for ac-
tually implementing pro-agri-
culture and pro-poor policies”.

Few development economists
question the need for continued
liberalisation and globalisation,
But what has to go hand in hand
with that is an awareness that the
richer countries have many of the
most important markets rigged in
their favour and that particular
effort needs to be concentrated
on the poorest and hungriest with
methods that often supplement
or, if necessary, bypass the mar-
ket.

The World Trade Organiza-
tion’s policy of liberalising trade
concentrates on high-tech prod-
ucts largely of interest to the
richer countries, a few middle-

political income
torpor, ba- developing
rely able to world Vlew countries
summon and  the
the energy multina-
to  plant tional com-
next year’s panies.
crop. . The si-
But  so- § mple ma-
mewhere in ' nufac-
the  vast p tured pro-
mass there | ducts such
are those as textile
who seethe [ =Y and lea-
with anger | ther  go-
at their pre- ods, which
dicament. are of
These days greater in-
the mass ] terest to
media  is ¢ the devel-
ubiquitous, oping
reaching countries,
even - into remain
the poorest subject to

villages, telling all. I'll never forget
sitting on an African country bus,
filled with peasants holding their
live chickens, watching French-
made videos portraying the most
ghastly violence.

Ideas travel. The only surprise
is that it is has taken so long for a
Bin Laden-type to hit us where it
hurts. Enormous progress has
been made since the crucial
World Food Conference in 1974
when it was realised the world was
entering a danger zone with food
stocks the world over perilously
low.

The then US Secretary of State
Henry Kissinger vowed in his
speech, “By the end of the
century, no chiid should go to bed
hungry”. And indeed the number
of malnourished has fallen - as a
percentage of the total world’s
population. It is down from 37 per
cent to 18 per cent.

But if it is no longer a billion
people — it is 800 million with a
good part of them concentrated in
the very poorest 50 or so countries
who, while everyone else pros-
pered in the golden 1990s, fell
further into economic retarda-
tion. Sartaj Aziz, a former finance
minister in Pakistan and a key
player at the World Food Con-
ference, recalls the 1970s as a

many protectionist policies.

As for agriculture, in particular,
which could open the widest gate
to the poorest countries, the rich
countries are spending $350
billion a year in subsidies, which
works to keep the potential
agricultural exports of the
developing countries at bay and
often enough sabotages their
internal markets with dumped
products.

This is almost six times the total
the rich countrics spend on
foreign aid, of which, anyway, only
about 10 per cent gets spent on
projects that directly help the
hungriest. If one survives to grow
up in this environment and by
some means of good fortune
learns at least the rudiments of
why one’s family and people were
neglected. is it not likely that an
anger will burn within that one
day might find its true target?

When it does happen we might
wonder, as with Bin Laden today,
why it has taken so long for
someone to rise and hit us in the
solar plexus. There were people
who forecast a Bin Laden 25 years
ago and they werc not taken
seriously.

Both for them and for us, let us

not make the same mistake with |

the “wretched of the ear[h'/

~

THE STATESMAM



/

Globahsatlon and decentralisation

By Supriya RoyChowdhury

FORRARS N

" N RECENT times, decentralised gov-
ernance has gained enormously in
political currency under the over-
arching framework of what is pos-

sibly the most compelling force of our

tirnes, globalisation. Conceptually, both
marketisation and decentralisation in-
volve a shift away from the centrality of
the state, and tugether symbolise the
post-socialist era’s collective revulsion for
the state. In the last two decades, the

World Bank and other similar institutions
have promoted both economic liberalisa-
tion and political decentralisation. While
on paper the twin agenda looks really
good, a complex relationship underlies
the institutions that represent these two
forces, at a functional level.

In India, democratic decentralisation
was part of the overall commitment to
democracy at Independence. However, in
most States, with the exception of a few
such as Kerala, West Bengal and Karnata-
ka, panchayati raj institutions dissolved
into non-functioning local bodies. The
73rd Amendment enacted in 1993 coinci-
ded not only with the liberalisation impe-
tus of the Central Government, but also
with the World Bank’s marked emphasis
on “good governance” and decentralisa-
tion. Along with this policy emphasis
came an avalanche of foreign funding, as
prestigious agencies such as the Ford and
MacArthur Foundations began to spend
millions of dollars to support research
and promotion of decentralised govern-
ance in developing countries.

This euphoria may be short lived, ¢r
vtherwise. But the central point here is
that the issue of decentralisation goes to
the heart of the broader problem of de-
muocrdacy in the present era. And if indeed
globalisation is the defining paradigm of
our times, then the important question to
ask, surely, is, what is the relationship be-
tween that larger process, and the aspira-
tions towards democracy and
decentralisation? Are these compatible,
or inherently conflicting tendencies?

As the fundamental impulse of the
cconomy moves away from centralised
state institutions towards markets, in
principle, this should facilitate the cre-
ation of structures that devolve power to
localised bodies. The underlying princi-
ple of panchayati raj is the use of local

knowledge, popyilar experience and par-
ticipation in the ynaking of decisions that
affect local people. The local economy,
however, particularly in a marketised
contexi, is essentially a part and parcel of
the larger economy and intimately con-
nected to policies that define the macro
economy. At that level, the process of pol-
icy-making is predominantly a techno-
cratic, and therefore an elite-centred,
rather than a participatory, exercise.
Thcse opposed tendencies in the logic of

ously for a technocratic orientation to
policy-making rathei than to people’s
knowledge.

Second, while the process of economic
policy-making reflects centralising and
exclusivist tendencies, and is in conflict
with the logic of broad-based participa-
tory governance, the outcome of these
processes, that is, specific policies them-
selves, go against the logic of empower-
ment of the poor. For example, trade
liberalisation of agricultural products, or

Where existing structures of inequality are left intact
and become compounded with the disadvantages of
marketisation, political empowerment is a useful
slogan, not a realistic or genuine goal.

State levels need to be acknowledged.

The exercise of economic planning,
which began as a part of independent In-
dia’s developmental agenda, itself was a
technically defined activity. However, the
emotive and ideological flavour of con-
cepts such as the public sector, socialistic
pattern of society and so on imparted a
popular and accessible tone to economic
policy-making. In contrast, economic lib-
eralisation has been by and large the
product of the intellectual and ideological
preferences of d technocracy put in place
and supported by successive Govern-
ments. While the political class has
broadly supported the economic reform
programme, the programme itself has a
technocratic character.

The domain of policy-making at the na-
tional and state levels therefore belongs
to that of the technical expert, and the
language of policy itself is frequently
technical and therefore inaccessible to
the ordinary person, particularly the un-
lettered. The theory of decentralisation
does not tell us what could be the con-
necting bridges between the increasingly
technocratic character of public policy-
making, on the one hand, and the osten-
sible commitment to using people’s
knowledge and participation at local lev-
els. When reduced to a question of choice
between these two ends of the knowledge
spectrum, the state’s preference is obvi-

decline in rural credit, are examples of
policies enacted at the highest levels of
the policy apparatus. The adverse impact
of these policies on poor farmers, in
terms of a fall in prices of their products,
indebtedness to money-lenders leading
to bankruptcy, distress and a spate of
farmers’ suicides in some Siates,” have
been widely documented .

Similarly, encroachraent by MNCs,
which turn small peasanis’ agricultural
land into large-scale agribusiness ven-
tures, threatens the livelihoods of thou-
sands, without the promiise of alternative
employment. The given scope of pan-
chayati raj institutions does not enable
poor farmers to have any kind of impact
on such policies, which shape their lives.
The right to vote on local budgets, or hav-
ing a few women represented in grama
sabhas through reservation, may mean
little in a situation where the economic
backbone of rural livelihoods is eroding.
These trends underline the contradic-
tions between an elite-driven policy re-
gime geared towards global markets, and
the rhetoric of local empowerment.

If the macro fraimnework detracts from
the logic of local empowerment, the local
institutional context is no more facilitat-
ing for the poor. Panchayati raj institu-
tions supposedly reconstitute decision
processes on the basis of local participa-
tion on a continuous basis, and theretore,

in principle, represent an institutional-
ised shift in power towards lower, hither-
to disempowered classes. The only flaw in
this logic, of course, is that village level
institutions continue to reflect unequal
social and economic structures. Study af-
ter study of panchayati raj institutions re-
peats the same themes, that despite
reservation for the lowest castes, higher
caste and economically powerful groups
within the village continue to be de facto
leaders in panchayats. Despite reserva-
tion of seats for women, it is their men
who participate in panchayat affairs and
decisions, keeping the women as proxies.

Panchayati raj institutions are inserted
within the existing political and econom-
ic systemn, rather than as a challenge to
the latter. Typically village strongmen
(frequently representing a higher caste
and superior economic power) and/or lo-
cal bureaucrats, have wielded power
within the village. The logic of panchayan
raj is based to some extent on the princi-
ple of cooperation and collaboration be-
tween these agents on,the one hand and
the poor and the marginalised on the oth-
er. Yet, the simple question, why should
the local strongman and the bureaucrat
collaborate with the lower: classes in a
programme which potentially spells the
end of their power and vested interests,
has not been addressed, or even acknowl-
edged? The hope is that somehow using
the strength of their numbers, the poor
can use the institution for their own ben-
efit. And yet, the history of democracy has
long established that numbers per se do
not mean power, that numerical strength
translates into power only via organisa-
tion and movement, and never otherwise.

Today there is an ideological vacuum,
as a state-led and redistributive develop-
meittal model no longer provides a legiti-
mising discourse, and the market does
not offer an alternative ideological plat-
form. Democratic decentralisation offers
a readymade legitimising formula, subtly
replacing the commitment to economic
redjstribution with a misleading rhetoric
of political empowerment. But where ex-
isting structures of inequality are left in-
tact and become compounded with the
disadvantages of marketisation, political
empowerment is an useful slogan, not a
realistic or genuine goal.
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