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PROLOGUE





I still do not fully understand why it happened.


— Alan Greenspan, 23 October 2008





Real crises are strangely similar. They are deep and profound. Those in charge of dealing with them rarely are.


Since 2008 the people of Turkey and Greece, of Spain and Portugal, of Europe and the Middle East, in fact the whole Mediterranean basin, have been struggling with an economic collapse that has turned slowly into both social and economic confusion. And now into a political, often military crisis. Through 2016 and 2017 it became clear that this collapse, confusion, crisis was spreading. There was no sign of recovery, anywhere. Greece waited for the next blow. Spain stagnated. Turkey went into a tailspin, political and economic. The crisis spread to the United States, the Philippines and Brazil in particularly baroque ways. The British had a nervous breakdown, combining delusion with hubris, driven by a sense that life as they were experiencing it was not working for them.


For those with power in these countries and in many more, the collapse seemed to have come out of nowhere. Yet its destructive energy, like an underground volcanic explosion, has been sending out rivers of lava for two decades with a certitude, an uncanny force that could melt its way through the structures in which we now exist.


The vast majority of the mainstream—whether political, intellectual or academic, in particular economic—has refused to face up to these growing problems. This has been going on for four decades. The effect—why wouldn’t there be an effect?—has been to deliver the legitimacy of serious opposition into the hands of the extremists. When you wonder, where did the populist movement come from? The new hard right? The lunatic fringe, now in power or near to power? Or for that matter, a slowly emerging hard left? Or plain, old fashioned authoritarian figures? The answer is simple. Their success is the outcome of the failure of the mainstream.


The small group of individuals who have been warning for a long time about what the policies of the last forty years would lead to now watch with amazement as those who have produced the failure press on, with precisely the same policies. True, there is now much wringing of hands, worrying over rich-poor divides, promising to do better for the middle class. But none of this suggests a serious change in policy. For example, what is this obsession with the middle class? None of these leaders seem to realize that there is still a working class, to say nothing of the constantly growing percentage of citizens who have fallen out of the class system because they are too discouraged to try to remain in the workforce. Perhaps they are a new style of lumpenproletariat. After all, they are not unmotivated. Not content to have no role, no future. They have literally been shoved to the margins of society. Shoved by whom? By the Globalist ideologues. And they cannot see how to get back in.


Ours is a leadership that no longer seems able to learn. That is, to change. It is true that the combined shocks of 2015 through 2016—the spreading violence, flows of refugees, economic disarray and rise of populism to full public view—have forced the custodians of received wisdom to at least pretend that they are paying attention. But there is no sign of any changed or even revised philosophy.


I look back at what I wrote in the early 1990s in Voltaire’s Bastards about the already catastrophic financial system and the Globalist leadership’s destructive attitudes towards public debt. Today there is nothing to be changed in that description. Not a word. Not a comma. There they are, earnestly applying to their own Western democracies exactly the same moralistic punishing theories of debt repayment that they applied to Africa twenty-five years ago. Those were the policies that destroyed so much of African well-being, caused deaths, brought on coups and civil wars. Whatever blame needs to be shouldered by Greece—the government, the state, the people—for their woes, this does not alter the fact that the debt repayment policies of the West have been a disaster for decades.


Today I can only ask, when did saving a bank become more important than saving a country? When did debt acquire a moral force greater than the ethical requirement of those with power to protect the well-being of citizens? When did our academic social scientists begin to believe that the source of legitimacy in a democracy was not the citizenry, but commercial contracts? Why save banks that hold mortgages? Why not pay off the mortgages, thus giving the money to the citizens who live in these houses? Their homes! It would have involved the same financial layout. Perhaps much less. It is not a caprice that they live in these buildings. It is a need. A right, by any understanding of dignified human life. Clear the citizens’ debt. This would be the right thing to do. It also makes economic sense. A debt-free citizen can both spend and borrow.


How did we come to accept the reintroduction of low-level Christian moralizing into our attitudes towards the debts of citizens and states? Private sector debt, on the other hand, remains free of the old social mechanisms of guilt and proper behaviour.


When did our capacity to count become so disconnected from reality that, for example, in May 2012 the European statistics bureau could declare the continent to have escaped recession, even though Greece was in freefall: Spain at 25 percent unemployment and 50 percent youth unemployment; Portugal not far behind at somewhere between 30 percent and 45 percent youth unemployment, with its economy in constant contraction, in spite of a bailout and strict austerity measures? Sensible observers were talking of depression, while the established Western leadership was mildly encouraged by one statistic or another. Or, to give them the credit due to hypocrites, they seemed to believe their own citizenry to be so stupid as to be reassured by such statements.


In 2017 countries like Spain began declaring a recovery based on carefully limited statistics. There was no discussion of real unemployment, of youth unemployment, most important, of long-term unemployment, which is central to the analysis of any fundamental crisis; no mention of how many young people have fled Spain for elsewhere in Europe or the Americas. None of this was being talked about in official policy in Greece or Portugal. To put it bluntly, Globalist ideas of debt as a moral obligation were—are—being treated as superior to the right of a citizen to live in their country. Our leadership, in all its forms, had forgotten that individual citizens—you and me—need an economy that functions fairly. And we need a job to do in order to stay in our country. They have forgotten that it is our right to remain in our own country—not to be driven out by unconscious and incompetent policymakers. We, the citizens, not they, the leaders and managers, are the guarantors of state legitimacy. As the technocrats try to measure out recoveries, the reality of economics lies in young, well-educated people, fleeing abroad. This is the third great exodus of Greeks in a hundred years. Except that the first two were dominated by the lesser educated and poor. In classic class terminology, they left in order to better themselves. This time, of the almost half million Greeks who have left, 50 percent are young and educated. Often highly educated. A long-term catastrophe for Greece. Even more catastrophic, given that following these departures there is still a 50 percent youth unemployment rate. A long-term unemployment rate of over 60 percent of the unemployed. And none of that includes those no longer looking for jobs.


Greece is by no means alone. Over 1.8 million young people have left Spain since 2008 and yet the official youth unemployment rate remains at little below 50 percent. And a large percentage of the jobs are either precarious or part-time. Well over a million young people have left France. Again, well educated. Again, a quarter of the young remain unemployed; still more have given up.


Of course, some have gone abroad for education and plan to return, some hope to return, some are biding their time. Many are quite simply gone. Whatever the breakdown of the statistics, in historic terms these are all pre-revolutionary conditions. Only the remains of the post-Second World War social safety net and a strong family system that has welcomed young adults back to their family home prevents some sort of revolution; although even that possibility is heaving into view with the rise of populism and political parties that belong to various versions of the extreme right.


Add to this that both Britain and the United States are statistically healthy: strong economies, high job creation, low unemployment. And yet much of the workforce is profoundly dissatisfied with its situation, its status. Many cannot get by on what they earn. In France, young people with full-time, white collar jobs in large banks often need parental subsidies in order to pay the rent and get to work. Those in authority cannot bring themselves to examine the nature and implications of employment today. Why? Because they would be faced by fundamentally dysfunctional systems.


This problem goes well beyond the classic West. Turkey, for example. Why would it still be eager to be integrated into Europe and so be limited by EU regulations? Of course, there are trade reasons. At least 50 percent of Turkish exports go to the EU. And markets of that size are not opening up elsewhere. But trade is only a small part of EU membership. Ankara also wants to tighten relations with the Turkish populations in the EU; by that I mean, to gain more influence over them.


Turkey, with its complexity and dynamism, has escaped many of Europe’s problems. But in the process it has done itself damage. Economies flourish in stable, open, transparent societies, with legal systems in which everyone has confidence. Regional, cultural, even political differences within a country are central to a vibrant economy, providing the government helps to create an atmosphere of stability and inclusion. That sense of calm inclusion is the first responsibility of every government, anywhere. We learnt again in the twentieth century that there is no economic advantage to emphasizing centralized or top-down power, none to the domination of one ethnic or political group over others. So these situations lie at the heart of Europe’s historic problems. Turkey could have avoided all of this, because it has the makings of the kind of decentralized complexity that has brought success elsewhere. But Ankara has mishandled this option over a long period by desperately holding on to an old-fashioned European, Westphalian idea of how a state is supposed to function.


Worst of all, once governments fail to bring people together in some way, instead resorting to hyperbole, and buying into violent solutions, the economic effect is disastrous. In this Turkey joins Europe and much of the West. Populism, for example, can only exclude groups, lead to instability, distrust and violence. The further you push it, the more destructive it becomes.


These are solutions that history repeatedly shows do not work. Take one small economic strategy; in a classic miscalculation, Turkey engaged in the massive privatization of public institutions—in part for good reasons—only to discover that this involves one-time benefits to the government’s coffers. And then the companies are gone. The money seems to evaporate. This has happened in every country that has tried massive privatization.


One indication of how this works is the accumulation of wealth in ever fewer hands. This has happened in every country where deregulation and privatization have taken place. In 2002, when the AKP came to power in Turkey and began its economic reforms, the top 1 percent possessed 36 percent of national income. By 2016 the top 1 percent had 55 percent. Governments don’t seem to learn from each other. And none of them explore other options. Between government control at one extreme and privatization at the other, there are lots of other possibilities. Why not explore them? Because governments and their bureaucracies have been mesmerized by the Globalization game plan. By a series of truisms that promise prosperity, growth, happiness. Because governments are eager to sell state corporations to their friends, political and personal. On top of everything else, once political instability begins, along with growing violence and a loss of public free debate, the value of those privatized corporations plummets.
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The depths of the disarray in today’s public policies in so many countries can be seen in the constant flipping back and forth between attempts to stimulate the economy—by which I assume they mean stimulating us to produce and consume—and the imposition of austerity upon us, which is roughly the equivalent of issuing hair shirts to women and children. Of course there are moments when we should spend either more or less. But again, I can only ask a basic question. Is there a single example in Western civilization over the last two and a half thousand years—we do have pretty accurate historical records—when a broad policy of austerity has pulled a civilization not suffering from heavy inflation out of crisis and set it on the road to well-being or prosperity or growth? No. There is no example. So what are the origins of the belief that it could work? There are no historic origins. There is no evidence. Only ideological conviction—romanticism—coming out of a political-economic theory packed into an apparently inevitable force called Globalization. This is particularly peculiar given that many of our accurate memories of how this works begin in classic Greece, the Roman Empire, Byzantium and the Ottoman Empire.


In the midst of this confusion there is that funny little word: growth. So long as there is growth we’ll be all right. If Spain could just start growing again everything would be all right. If Greece could just rediscover its energy. This obsession with a technical measurement of growth explains how the statisticians could announce that a prostrate Europe has escaped recession. Which brings me back to my opening line. Crises usually strike when ideologies have been around too long and the elites that serve them have lost their ability for critical thought.
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Instead of retreating inside a received wisdom, which has already revealed that it doesn’t work, we could turn to some basic, helpful human qualities.1


Ethics, for example, are a simple, practical reminder that the primary obligation of a civilization is to its citizens’ well-being, not to the protection of commercial contracts or to the servicing of debts or to the glory of leaders. The fact that most of these debts were actually incurred by the commercial sector and its financiers simply reinforces this point.


Memory is an essential tool of education. You can’t deal with a crisis if you are in the hands of economists, managers and business elites who simply don’t know their history. They don’t know the history of debt. They don’t know the history of competition. Very few of them read anything of consequence.


With the return of populism, they have suddenly discovered that there was populism in the 1930s. A comic book version of the problem. Their idea of populism is as sophisticated as their idea of economics and Globalization. They are the briefing paper generation, basing their policies on a few pages written by a specialist plus some micro-statistics. Another specialist could easily take more or less the same statistics, scramble and invert them in order to produce another meaning. Many of them are, in reality, functionally illiterate, except on very narrow topics. They don’t know what has worked and not worked in their own society. In fact, they don’t seem to understand the concept of either society or civilization. They cut salaries, social programs and investments, and then are surprised, as in Portugal, that the economy shrinks. They wanted growth. They have provoked the opposite.


Intuition. What did they suppose the Greeks or others would do if a theoretical solution was imposed on them; a solution that did not take into account the real lives of real people; that held out no hope for real citizens? Think of those hundreds of thousands of well-educated young people now fleeing their countries in search of a life. Not just a better life, but a life with meaning and purpose and promise. For more than a century governments have been working hard to increase education levels. The result: there are more highly educated people in Turkey, Greece, Spain, and yes, in Britain, than ever before in history. And yet those same governments and institutions have not changed their old political and economic ways in order to embrace this success. In many countries they have stuck to their habits of clientelism, corruption, and economic policies that are either indulgent or punishing. Organizations like the EU and the World Bank continue to base themselves on the measurement of old-fashioned, simplistic ideas of trade, debt and growth.


The curious thing is that these old-fashioned economic beliefs are deeply romantic. The British government, for example, has a sentimental belief in “special relationships” with “great powers.” Yet, Britain itself dropped its economic relationship with the Commonwealth countries overnight when it wanted to join the EU. Economic relationships are about interests and perhaps long-term investments, not sentiments. This is what Australia, for better and worse, is attempting to do with China. And this is what Britain’s leaders have mishandled with the EU over the last few decades. And so, while Britain is a valuable trade partner for anyone, its relationship with the United States is one-fifth that of Canada’s and less than Germany’s in goods and services. These utilitarian markers are still important. But they also miss the desperate need for a fundamentally reformed approach in which the notion of trade and jobs and even the sequencing of lives need to be re-examined. True, Britain has a spectacular investment relationship with the United States. But much of this has to do with the City as a financial trading hub. The benefits to the population are limited.


None of our governments or specialists seem to have considered that the creation of a large middle class and broadly educated society would require new approaches to inclusion and transparency. They talk a lot about the middle class, but their policies have locked the old classes of poor into their poverty, while creating new marginalized forms of poverty for people in the various middle classes. The part-time poorly paid jobs of most service industries, which have no or few social safety net protections, are just one example.


In Greece, the EU should have seen that there was ample room to combine serious internal institutional reform with debt forgiveness, as opposed to sequential punishing loan ultimatums. In Spain it was obvious that the critical weight of corruption could not sit easily with a newly educated society. The former would undermine the latter. In Turkey the gradual rise of a larger educated middle class was an opportunity to handle the myriad political, regional and cultural differences in a new way. Debate, free expression, a decentralized approach make sense. Instead, the old mechanisms never really disappeared and now they are back in full play. One of the results will be economic disaster.
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Some twenty years ago, as I looked around Europe in particular, it was clear that ugly populism was surging back out, with elements recognizable from 1869–70 or 1914 or the early 1920s or the 1930s or indeed Caesar’s later years and the end of the Roman Republic. Why? Because if the beneficiaries and leaders of mainstream democracies do not govern in a manner that works for the citizenry, the citizens will feel forced to use their unpleasant voice—that of fear and refusal. And politicians with a talent for exploiting this fear will always exist. The return of populism, fear of immigrants, fear of the other, resurgence of negative nationalism; these are all responses to the failure of the Globalist ideology of inevitability. In different ways the citizens of the U.K., France, the United States, but also of Turkey, Greece, Spain and many others are suffering from this; and responding in the heat of their simmering anger. As this book describes, the failure of Globalism was clear as early as 1995. For two decades we have had to put up with our elites living in denial of reality. No wonder the crisis has spread to Britain, the United States and as far from the centre of the ideology as the Philippines. No wonder racism and fear are at the centre of public life in democracies throughout Europe.


Citizens can be fooled or bullied over the short term into voting to approve policies in which they don’t believe and which will indeed do them harm. Faced by a barrage of promises—promises of growth, of shared wealth, of trickle-down; but also of inevitability and tumbling-down borders—what were most of us to do but to go with the flow? We’re not the experts. Our lives are filled with work and families and other obligations. So we gave permission to leaders so eager, so selfassured, so certain to have the answers. But these endorsements were never more than lukewarm. One of the signs of this is that voter turnout began shrinking once Globalization became the dominant international ideology. More recently it began to plummet as the level of frustration and anger rose to unmanageable levels. And now it has begun to spike upwards in an expression of populist anger.
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Then there is Imagination, which is not the privileged domain of the arts. Good financial policy is an expression of imagination. So it isn’t surprising that throughout history the great financiers and the great ministers of finance have usually also been great consumers of culture. They were often intellectuals, men of imagination. Think of Solon, the greatest Athenian poet of his generation, in Athens 2,600 years ago, of Sully at the side of Henry IV of France in 1600, of Sigmund Warburg after the Second World War, of Jean Monet rebuilding Europe. As they would explain: you must imagine your way out of an economic cul-de-sac, just as a good general imagines his way out of a military stalemate. Bad generals stick to trench warfare. They keep sending hordes of soldiers out to die. Billions of bad loans are sent over the top to fail. There are opposing arguments about how best to save banks; about where to stuff the resulting public debts. If you want a physical image of austerity or current debt policy, just think of the First World War and trench warfare.


Of course there was hope and there might have been worthwhile progress if only Europe had agreed to reimagine its financial structures. After all, there is only one currency, at least for the moment. However, that would have required not so much technical expertise as great imagination. Federalism is complex, but that complexity can be designed to deal with great regional differences. You don’t need to attack people’s sense of identity. You don’t have to order them how to make chocolates or press olives. You don’t have to interfere in their lives. You must first admit that one model does not fit all countries. That is the essence not only of federalism, but of federalist finance policy.


And there is no victory to be won in fiddling with the way successive layers of debt are handled. That simply involves shifting responsibility for local political purposes; making sure that the new unmanageable debts appear on someone else’s books. For example, Europe’s, not Spain’s. Or Greece’s, not Europe’s. This may be clever politics. As we have seen, it has nothing to do with solving the problem.
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This is where we are today, caught between the trenches of stimulus and austerity, between barrages and assaults of bonds and loans, all in the name of various holy grails: of growth that must be won, or manhood is in doubt; debts that must be paid, or moral standards will fall.


As I explain later in this book, our idea of growth is half a century out of date. We can’t produce solid growth because we don’t need it. At any rate, we don’t need that kind of growth. Why? Because the West in particular has been in a production surplus since the 1970s. The old capitalist/socialist model of mass production is out of date precisely because it worked. It is true that we do not distribute goods fairly. If anything, we are getting worse at the fair distribution of goods and services, to say nothing of a fair distribution of wealth.


Nevertheless, we produce too much and could easily produce much more. We should have celebrated the success of mass production—scarcity defeated at last!—and focused hard on fairer distribution. Then we should have moved on to new ideas. Other forms of production. Other concepts of consumption. We must move on to ideas of social and economic wellbeing that are not dependent on growing consumption.


Instead of using our imagination to reinvent ourselves—and our economy—given this new reality of overproduction, we ploughed on in a stubborn way, slipping from saturated growth to the false escape hatch of financial speculation and down the spiral of tenuous service employment. And along with this we nevertheless dragged the impossible dream of permanently growing trade and consumption.
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This is the context in which to understand the continuing elite obsession with trade and trade deals. It is not that protection is a good idea, but that forty years of new-style trade treaties have not brought prosperity. That is for two reasons.


These deals are not about a need for more goods. They do not tackle the question of surplus. They are fixated on moving production around so that it is favourable primarily to the producing corporations, not to employees, consumers, regions or countries. This may well benefit some, while it punishes others; such as benefiting China versus the West; or northern Mexico versus the U.S. manufacturing belt and the rest of Mexico. These are temporary and Manichean arrangements. This is neither growth nor trade as broadly understood. This growth is shared neither within countries nor internationally. The all-knowing cynic will say, oh well, there are always winners and losers. That may be a classic way to talk about corporations. It is a destructive way to talk about societies. This was the imperial view of trade that was part of reducing India to 200 years of colonial poverty, when seen from the point of view of most Indians; and driving China into 150 years of famines, poverty and violence.


Second, these trade deals hide within them the promotion of financial and corporate interests over that of real citizens living in real places. This is not true trade. It is an international forum of Mussolinian corporatism.


So here we are, in a crisis that our leaders—whether they be managerial, economic, academic or political—can’t bring themselves to fully admit or examine.


Let me go back to the mishandling of the 2008 crisis, and so to the example of mortgages and the financial bubbles. You can solve a mortgage crisis in several ways. Have the state pay off the mortgages, which would clear up the citizens’ debt, thus freeing them to spend and borrow. This would, at the same time, indirectly refinance the banks. Alternatively, you can cancel the mortgages, as if paid, which would free up the citizens, shut down the sick banks and severely discipline the others. After all, the citizenry would have money, so there would be a need for banking, which could be reconstituted under strict rules, separating deposit banks from merchant banks, wherever deregulation has permitted the combination of these two fields. Or you could undertake some mixture of the two. Just for the sake of argument, let’s say that the right balance was to pay off half, and cancel half. Again the citizens would be freed up, the solid banks saved but disciplined, the inflationary bubble removed.


This sort of principle could easily have been applied not just to the United States, but to the crises in Iceland, Ireland, Spain and Greece.


The point is, there has never been so much money in existence. To the average citizen in Spain or Greece, or in most Western countries, and now increasingly in Turkey, it won’t feel that way. But for forty years we have been continually multiplying the amount of cash compared to real goods. It has been an era of unprecedented financial inflation. Invisible inflation. Uncounted inflation. Not money to finance production, but money to finance money. Spain, even Greece, have never had so much cash rolling about: hundreds and hundreds of sorts of currency, from junk bonds to credit cards, most of it outside of public regulation. We—particularly in the West—have never been so addicted to financial speculation. As for Turkey, the growing political instability cannot help but produce an increasing financial instability.


History is clear. When faced by unsustainable debts, the fools, the weak, the degenerate civilizations become obsessed by what they owe. They convince themselves that money is real, not an agreed-upon convention. They become its slave. And they destroy themselves. The successful civilizations, on the other hand, reform the institutions that produced the crisis and at the same time make these impossible debts disappear—clearly, intentionally, massively. In this way they protect what needs to be protected, such as the savings of real people and their pensions. They clear the decks and the result is raw, new human energy to deal with society’s needs. History is filled with examples of this being done on purpose. It is also filled with the carcasses of those who refused to face reality and so caused their societies to commit suicide.




The Collapse
of Globalism





PART I



CONTEXT




[A law which prevents free trade is a] law which interferes with the wisdom of the Divine Providence, and substitutes the law of wicked men for the law of nature.


— Richard Cobden, speeches, 1843


 


— What do you need her for?


— What I needed God for, before I became an atheist. Something to worship.


— August Strindberg, The Creditors, 1888


To attempt to apply economic determinism to all human societies is little short of fantastic.


— Karl Polanyi, Commentary 3, no. 2, 1947


Ideology provides a lens through which one sees the world, a set of beliefs that are held so firmly that one hardly needs empirical confirmation.


— Joseph Stiglitz, Globalization and Its Discontents, 2003








1



A Serpent in Paradise


Globalization emerged in the 1970s as if from nowhere, fully grown, enrobed in an aura of inclusivity. Advocates and believers argued with audacity that, through the prism of a particular school of economics, societies around the world would be taken in new, interwoven and positive directions. This mission was converted into policy and law over twenty years — the 1980s and ’90s — with the force of declared inevitability.


Now, after three decades, we can see the results. These include some remarkable successes, some disturbing failures and a collection of what might best be called running sores. In other words, the outcome has had nothing to do with truth or inevitability and a great deal to do with an experimental economic theory presented as Darwinian fact. It was an experiment that attempted simultaneously to reshape economic, political and social landscapes.


That very clear idea of Globalization is now slipping away. Much of it is already gone. Parts of it will probably remain. The field is crowded with other competing ideas, ideologies and influences ranging from the positive to the catastrophic. In this atmosphere of confusion, we can’t be sure what is coming next, although we could almost certainly influence the outcome.


Leading figures who once said nation-states should be subject to economic forces now say they should be reinforced to face global military disorder. Prophets of Globalization who said “Privatize, privatize, privatize” now say they were wrong, because the national rule of law is more important. Economists are angrily divided over whether to loosen or tighten controls over capital markets. Increasingly strong nationstates, like India and Brazil, are challenging the received wisdom of global economics. Pharmaceutical transnationals find themselves ducking and weaving to avoid citizen movements.


Dozens of examples like these tell us that we are transiting one of those moments that separate more driven or coherent eras. It is like being in a vacuum, except that this is a chaotic vacuum, one filled with dense disorder and contradictory tendencies. Think of it as a storm between two weather fronts. Or think of those moments in fast-moving sports, like soccer or hockey, when a team loses its momentum and there is furious, disordered activity until one side finds the pattern and the energy to give it control.


These moments tend to begin with denial on all sides. The confusion frightens those who thought they were setting the direction. And it disappoints those who criticized that direction. There is nothing decisive or noble about the situation. The options are not clear.


Yet, a period of uncertainty is also one of choice, and therefore of opportunity. We cannot know how long it will last. Probably not long. And those choices that set the future will come insidiously, in fits and starts. Some have already presented themselves and somehow been processed, without our fully registering that a determining step was taken.


The shape of what comes next will therefore be decided — a conscious act — or it will be left to various interest groups to decide for us, or simply to fate and circumstance. It will probably emerge from a mix of all three. The soundness of the outcome will depend on the balance between these necessary mechanisms. The most dangerous disequilibrium will have favoured fate and circumstance over the other two. The most mediocre, interest groups. The soundest equilibrium would be led by conscious public decisions.


This book is about our ability to choose. It is also about where those choices might lead us.


To believe in the possibility of change is something very precise. It means that we believe in the reality of choice. That there are choices. That we have the power to choose in the hope of altering society for the greater good. Do we believe that our governments must inevitably tax the poor through stealth taxes such as state-controlled gambling? Or do we believe there is a choice? Do we believe that unserviceable Third World debt could be written off, if we chose to do so? The conviction that citizens have such power lies at the heart of the idea of civilization as a shared project. And the more people are confident that there are real choices, the more they want to vote — a minimal act — and of greater importance, the more they want to become involved in their society.
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What does Globalization mean? Defining received wisdom is often a scholastic trap. Worse still, as the British Liberal John Morley put it a century ago, “If we want a platitude, there is nothing like a definition.”1 It is better to come at the subject in a context.


How much of Globalization will disappear? When a grand idea or ideology is fresh and the sailing is easy, even the most serious proponents make all-inclusive claims on its behalf. This grand view makes it easier for them to impose the specific changes they want. When things become more complicated, as they do, most of the same advocates retreat to more modest claims, while still insisting on the central nature of their truth and its inevitability. Many will angrily deny they ever claimed more.


Yet the papers, books, theses, speeches and articles on the subject, from country after country, are perfectly clear. For a quarter-century — at least until the mid-’90s — public and economic debate and the resulting policies were driven by an all-inclusive vision of what Globalization was and why it was inevitable. Those texts are also a reminder of how computers have made economics even more dismal, and how much less this approach to economics is about thought than about statistics of uncertain value. That which never was a science struggles with difficulty to remain a domain of speculative investigation.


As to which parts of the Globalist belief system will disappear and which will stay, we have no idea. If everything went it would be dangerous. The last thing we need is rampant nineteenth-century nationalism combined with old-fashioned protectionism as an international principle. But once large forces begin to move about in a period of uncertainty, we cannot know the outcome. Look back. Put yourself in the context of times that led to great reversals. The people of those eras were usually amazed at how easily the once inevitable became the soon forgotten; and this whether the change in question was for the better or the worse.


If you look around today there are clear examples of Globalization as a success story. The most obvious is the growth in trade. And there are the examples of its failures. Think of New Zealand or, in a more comic vein, of the deregulated airline business. And then there are the running sores. The Third World debt crisis is now in its third decade.


Perhaps most important, there are other, broader forces at work — a growing para-political engagement of young people; the normalization of accelerated international violence; the re-emergence of nineteenthcentury-style nationalism in a range running from the merely predictable to the most destructive; the emergence of new national models, for example, some which are not racially based; and the straightforward reaffirmation of the nation-state, even inside the least expected of places, the European Union.


What these random examples tell us is that social and political realities since the early 1990s have not unfolded as predicted. These altered realities are now setting the course, in place of the economic forces that for the last three decades have been declared to be in charge. Or rather, to be inevitably in charge.


A shrinking number of people believe that economics could actually set a broader course for any civilization. I’ve noticed that not many people even bother listening when the old assertions of global economic inevitability are made. Inside the small, closed world of economists and officials and interest group associations and specialist writers, that sort of talk does go on. Why not? But most of us are elsewhere. And so, therefore, is the world.
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What about our life in such an in-between time? I described this as a vacuum — an interregnum between two unreasonable certainties. If we use it as a short, positive moment of uncertainty when choice is privileged, well then, it becomes possible to emerge into a less ideological and more humanitarian era. This is not an unreasonable ambition or expectation. History is filled with interregnums — some military, some religious, some political, and many of them economic.


Ours is to a great extent a vacuum of economic thought, which adds an element of even greater uncertainty because economics is a romantic, tempestuous business, rather theatrical, often dependent on the willing suspension of disbelief by the rest of us. As with other fashions, its truths change more often than in more concrete sectors.


Civilizations, religions, languages, cultures, nations, even nation-states tend to last centuries. For economic theories a quarter-century is a good run. A half-century is unusual. More than that is something to boast about.


Most of these vacuums become filled with a swirl of concerns, not just military or economic or religious. They reflect the complexity of real life. Some of them have been used intelligently, some disastrously. And in some cases people are so convinced that the reigning ideology is inevitable that they never realize they are in a vacuum. So they are amazed to find themselves abruptly heading in another direction.


Admitting to the need for change is not the most common human trait. And the more power we have, the less change interests us; indeed, the more it frightens us. Nevertheless, eras do stumble, grind, pitch to an end and then, there we are, once again groping our way through an obscure vacuum.


There were those remarkable years in the early sixteenth century when religious reform movements in northern Europe might have led to a strengthened and inclusive one church. The complex tension between Erasmus and Luther illustrated that choice was still possible. Perhaps because so much depended on Erasmus’s ethical leadership and he was simply too old, the positive turned negative and tension turned to violent division with hundreds of thousands of dead. Or there were those few years after the fall of Napoleon when a fairer European society seemed possible, at least until Metternich’s influence over the power structures of the continent became dominant and he tied everyone up in a situation resembling peace without hope. Or those few years after the First World War when all seemed possible. Most of the smaller nationstates that saw in the Treaty of Versailles their chance for independence actually had to wait until 1989. Now some twenty-five of them, new nations or newly independent nations, are getting their first real chance to act as independent entities. They have finally become what many would call a Westphalian or others a nineteenth-century nation-state. They wish to express in the fullest possible manner their national existence. We don’t know if this will be positive or negative. What we do know is that in one corner Globalists are declaring the nation-state to be a weakening phenomenon of the past, while in another corner two dozen nation-states stand fresh born, full of energy and ambition with at least a century’s worth of frustration to work out.


John Maynard Keynes was on the British delegation at Versailles in 1919 and he resigned in protest when he saw the opportunities of that vacuum being thrown away in the negotiations. In 1919 he published his first explanatory protest. It began:




The power to become habituated to his surroundings is a marked characteristic of mankind. Very few of us realize with conviction the intensely unusual, unstable, complicated, unreliable, temporary nature of the economic organization by which Western Europe has lived for the last half century. We assume some of the most peculiar and temporary of our late advantages as natural, permanent and to be depended on, and we lay our plans accordingly.2





The economic organization he was referring to was the first great modern experiment with free trade, perhaps even with Globalization, one that had risen out of the messianic struggle against the Corn Laws in Britain and then spread around Europe.


At this point you may well hear a chorus of true believers protesting that that was then. Now is now. And now we are far more integrated and in a far more complex manner, because technology, just for starters, binds us inevitably one to the other. And so on. To summarize the argument: that particular free trade situation was not like this universal free trade situation. But people in the late nineteenth and early twentieth centuries did not think their situation was particular. They thought it was universal. They believed this with as much conviction and sophistication as people do today. If anything, they were much more sophisticated about the world and how it works.


The true believers in today’s chorus forget that nineteenth-century European free trade was double buckled by enormous empires, which held the world as one in a manner we can no longer imagine. Keynes went on to demonstrate the extent of economic interdependence inside Europe in 1914. Germany had been the leading customer of Russia, Norway, Holland, Belgium, Switzerland, Italy and Austria-Hungary; the second best of Britain, Sweden and Denmark; the third best of France; and the primary supplier to Russia, Norway, Sweden, Denmark, Holland, Switzerland, Italy, Austria-Hungary, Romania and Bulgaria, as well as the second largest to Britain, Belgium and France. Neither these investments nor this trade stopped these countries from slaughtering each other in an unprecedented way for five years.


The most haunting paragraph in Keynes’s introduction, with a few alterations, might have been written today:




The inhabitant of London could order by telephone, sipping his morning tea in bed, the various products of the whole earth, in such quantity as he might see fit, and reasonably expect their early delivery upon his doorstep; he could at the same moment and by the same means adventure his wealth in the natural resources and new enterprises of any quarter of the world, and share, without exertion or even trouble, in their prospective fruits and advantages; or he could decide to couple the security of his fortunes with the good faith of the townspeople of any substantial municipality in any continent that fancy or information might recommend. He could secure forthwith, if he wished it, cheap and comfortable means of transit to any country or climate WITHOUT PASSPORT OR OTHER FORMALITY, could dispatch his servant to the neighboring office of a bank for such supply of the precious metals as might seem convenient, and could then proceed abroad to foreign quarters, without knowledge of their religion, language, or customs, bearing coined wealth upon his person, and would consider himself greatly aggrieved and much surprised at the least interference. But, most important of all, he regarded this state of affairs as normal, certain, and permanent, except in the direction of further improvement, and any deviation from it as aberrant, scandalous and avoidable. The projects and politics of militarism and imperialism, of racial and cultural rivalries, of monopolies, restrictions, and exclusion, which were to play the serpent to this paradise, were little more than the amusements of his daily newspaper, and appeared to exercise almost no influence at all on the ordinary course of social and economic life, the internationalization of which was really complete in practice.3





Instead the closest, most integrated of economic and trading partners went to war with each other in a particularly vicious manner. And immediately after that they variously embraced communism and fascism and the worst of racism and, almost incidentally, high tariff barriers. And then they went to war again. It was only on their way out of this second world war that they took greater care to seize the offered opportunities, Keynes being one of the most influential and the most conscious of the questioning, guiding hands. And they sought structures, not led by economics, but with sensible economics built in as supporting mechanisms.


That pre-1914 naively contented middle class was obviously a much smaller percentage of society than those who today are convinced that they are not naively contented, but are the clever beneficiaries of global economic destiny. For a reminder of reality, those clever beneficiaries might think of Keynes’s five words describing open borders — without passport or other formality. Today only Europe has managed to remove the border barriers that didn’t exist at all last time around. Elsewhere, it is not uncommon for travellers to be half stripped in airports. Looking at the steady evolution of security over the last thirty years — not just since September 11 — it is possible that this tendency will intensify. A few transborder incidents and it could easily spread back into Europe.
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The stories of civilization in any place at any time have this in common — individuals feel they understand the mechanisms of their society. This sense of understanding implies that each of us has the self-confidence to wish to change our society for the better. Or at least we have the selfconfidence to accept the possibility that we could change it for the better. Think of those who worked for clean water systems, public education, against slavery.


Do all of us have that self-confidence? Perhaps not. But many more of us do than our strangely meritocratic society often suggests. This understanding may come in many forms and at many levels. It may be conscious or unconscious or a bit of both.


To believe in the reality of choice is one of the most basic characteristics of leadership. Curiously enough, many individuals who think of themselves as leaders find this reality very difficult. They believe that their job is to understand power and management and perhaps make minor corrections to what they accept to be the torque of events. But they take for granted the reigning truths of the day and so are fundamentally passive.


As a result, change is eventually thrust upon them by reality. Or they are replaced. In either case, the strength of that particular civilization — its ability to choose — is weakened.


Let me turn the question around. What of barbarism?


There is more to it than physical violence. More profoundly, it is an assault on the individual’s self-confidence. After all, it is our selfconfidence that permits us to embrace the complexity and uncertainty of reality as a positive, so as not to be frightened by the possibility of choice. Barbarism can be thought of as violence done to the individual’s understanding of herself as a citizen. That violence arises from the belief that truth has revealed itself. A religious truth, a racial truth, an economic truth. Even a scientific truth. The adjective hardly matters.


In the false light of truth, history withers and seems to come to an end. Destiny, it seems, is inextricably at work. And leadership shrinks to less than choice or citizenship. Instead it is centred on the sophisticated exercise of power, which can be gained and held by skillfully riding the wave of inevitability.


The more sophisticated, the more relentless the riding of this wave by those who seek or hold power, the more alienated individuals feel, the less interested in a society where real choices seem to have been marginalized and the mechanisms made to appear mysterious.


And so, as in today’s societies, we vote less and are less involved in the mainstream structures of citizenship.


What could more certainly drive individuals away from citizenship than an endless chorus of leaders and specialists — a meritocracy of technicians and technocrats — proclaiming the inevitability of global economic forces and of technological forces, proclaiming the inevitability that these two forces will shape the way the planet works and therefore the way each of our societies works? The unstoppable progress of these forces can perhaps be managed. But even then, it will only be thanks to precise interventions by specialists whose methods can but remain obscure to most us.


If economics and technology are taken to be the great inevitable forces of our day, management is more like a support system that makes the other two seem inevitable. The abrupt rise to hyper-respectability of managerial schools and their matching with large corporations led by technocrats has had the astonishing effect of confusing management with leadership. And if leadership is reduced to management, well then, problems are not to be solved. They are to be managed. In fact, they are no longer problems.


What does this mean in practical terms? Take the self-evident example of the Third World debt crisis stretching on toward the end of its third decade. The debt is unpayable, unserviceable, of no use to a stable free market or to the debtors. Whole regions are literally incapacitated by it. This problem has been easily solvable for a quarter-century. We have centuries of experience dealing with equivalent situations in both the public and private sectors.


What stands in the way of a solution? Belief in the inevitability of a particular economic theory and an overly complex managerial method. Our society is filled with similar situations of all sizes. Such clever passivity cannot help but invite the rise of a yet more barbaric form of leadership. One in which the belief in revealed truth calls forth an ever-narrower devotion to highly peculiar types of economics or warfare or racial identification. With these, the most common expressions of citizenship are likely to be loyalty, belonging and acceptance, compensated by the rewards of self-interest and marked by the promotion of efficiency in the service of the inevitable.


This sort of world feels insecure and fears choice. It is a world of populism or, more accurately, false populism, of fast emotional flashpoints. This is the unpleasant face of nationalism. What I would call negative nationalism.
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But there are many other options. The belief that we do not have choices is a fantasy, an unfortunate indulgence in abdication. And so the curious thing about inevitability is that it tends not to last very long. The more the true believers in a reigning theory of truth insist that its growth is inevitable and therefore eternal, the faster the rest of us, who have a bit of distance, tend to decide that we do have the power of choice. And all things considered, we would rather choose some other approach.


The true believers and sophisticated managers go on riding their great wave ever more relentlessly and with remarkable but increasingly meaningless skill, while a growing percentage of the citizenry draw ever further back on the shore in a precautionary manner. To those up on the crest, so intent upon manoeuvring their surfboards, we must appear an unsympathetic lot, uninterested in their efforts, disengaged, strangely irritable, annoyed, alienated, dispirited, cynical.


Some of us even have our backs turned, too busy cashing in to watch, having convinced ourselves that humans unleashed at a global level with only their self-interest in play will produce a dynamic that spreads wealth and strengthens democracy. More and more I meet people who have followed the new rules, have done well for themselves and now seem adrift, as if asking, Is that all there is?


But most of us just seem to be disconnected, waiting for the wave to crash. We are waiting with the cruel, experienced eye of a citizenry that has lost respect for its leadership in general, yet hasn’t quite worked out what to do about it and so waits for them to self-destruct.
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Looking back, we see it has been a neat trick, presenting an economic truism as the prism through which civilization must be approached. But it doesn’t change how reality works. The believers believe, but the world moves on.


After all, things do come to an end. Each of our lives is a testimony to this. Something else comes along — anything from a renewal to a simple death. In the meantime there has been a space of both time and emotion. A confusing vacuum. And however predictable each ending has been, it tends to be messy because it seems to us unexpected.


Think of that moment between adolescence and adult life — a time when the difficulty of imagining how to believe in a world and choose a future may produce everything from tension to high levels of suicide. Or think of love, so bright and certain, which often seems to evaporate. After a time, love may never reappear or new love may come.


There is no promise in any of this except that things do end. And the probability of renewal is dependent on our ability to use the interregnum to make choices that will help shape the next era of our lives.


To shape society we need to think about the origins of what is now passing — the origins of Globalization, its promise, its rise, and gradual collapse from the mid-1990s on. If we don’t focus on that magisterial appearance, rise, hesitation and fall, we cannot understand what has happened to us, good and bad, and where we now are. And we need to look carefully at the other forces that increasingly set the pace today, from irregular warfare to NGOs to reinvigorated nation-states, from the reappearance of genocides and oligopolies and hidden forms of inflation to a new practical interest in ethics and positive forms of nationalism and a new interest in citizenship. Much of this is exciting. Some of it is dangerous. All of it is real.


There is one fundamental difference between personal and societal change. Families, for all their strengths, do have their own inevitable, demanding truths. The passage through time that is so difficult in individual lives can be easier for societies. If we do not lose ourselves in anger or despair or the ideology of certainty, society allows us to call upon the strength of community. That is the strength of the other whose reality confirms our own.
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A Summary of the Promised Future


If you were to boil down the multitude of firm promises, suggested hopes, enthusiastic musings and deep beliefs expressed from the 1970s on by political leaders, academics, serious columnists, business leaders and their spokesmen, including myriad independent think-tanks, you would find that the promise of Globalization went as follows:


The power of the nation-state is waning.


Such states as we know them may even be dying.


In the future, power will lie with global markets.


Thus, economics, not politics and armies, will shape human events.


These global markets, freed of narrow national interests and inhibiting regulations, will gradually establish international economic balances.


And so we will at last have outgrown the eternal problem of boomand-bust cycles.


Such markets will unleash waves of trade. And these waves will in turn unleash a broad economic tide of growth.


That tidal wave will in turn raise all ships, including those of the poor, whether in the West or in the developing world.


The resulting prosperity will allow put-upon individuals to convert dictatorships into democracies.


Of course, these democracies will not have the absolute powers of the old nation-states. And so we will see a shrivelling-away of irresponsible nationalism, racism and political violence.


On the economic front, the very size of the new markets will require ever larger corporations. And their size will raise them above the risks of bankruptcy. This will be another source of international stability.


Indeed, these transnationals will be on the cutting edge of the market’s leadership of civilization. They will become like virtual states. And their aggressive dominance will make them impervious to local political prejudices.


All of the above will create the conditions for healthy governance, and so we will see the emergence of debt-free governments. The market will stand for no less.


Such stable public accounting will in turn stabilize our societies.


In short, freed from the fetters of wilful men, we will be able to follow our individual self-interests toward a life of prosperity and general happiness.


The cycles of history will have been broken.


History will indeed be dead.
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What They Said It Would Do


What made the Globalist movement so original was not its internationalism or its international economics. History is full of both. From the Sumerian empire to the United Nations, we’ve had every form of political, military and religious arrangement. And international trading arrangements, even international production integration systems, have always existed. Rome had all these for centuries across a territory so large that it included most of Europe as well as today’s Islamic world, with the exception of the Asian part.


The last time we tried free trade — from the mid-nineteenth century to the First World War — we were able to combine the dropping of commercial barriers in Europe with the astonishing reach of those same European countries around the world. The British, French, Dutch, Italian, Belgian, German, Russian and Austro-Hungarian empires, with the new American empire joining in at the end of the nineteenth century, were able to apply their political, legal, social and economic methods to the entire world. Along with those methods came a complex maze of regulations. As Keynes pointed out, raw materials, manufacturing and goods flowed in every direction.


So the remarkable originality of Globalization lay elsewhere: in its assertion that all civilizations from now on were going to be led by commerce. This premise came with a purity or simplicity that went far beyond the more nuanced economic ideas of thinkers like Montesquieu, Adam Smith or even Karl Marx. The other constituent parts of human activity — from politics to social policy to culture — were going to be perceived principally through the prism of economics, which, once released from most government interference, would find its own natural balances. The inherent discipline of unfettered markets would directly — according to the most optimistic — and indirectly — according to the more moderate — shape the key economic events, which in turn would shape the rest.


The advantage of this very new idea of market leadership was obvious: it would allow us to take full advantage of the last hundred years’ technical and theoretical breakthroughs. The result would be a growth of wealth and general well-being through a multiplication of players, situations and factors.


There were no real precedents for such a system, except perhaps the small republican dictatorship of Venice. Even there, while the prism was commerce, the government maintained strict economic regulations directly related to the functioning of society. The expression of that civilization was also particularly revealing. Music, painting, sculpture, architecture were all encouraged, valued, admired. Writing, ideas and debate were discouraged and limited. The commercial republic saw freedom of speech as an expression of disloyalty and therefore dangerous.


There has never been a serious thinker in history on any continent who has suggested that commerce alone could lead civilization and that once given such prominence, commerce would therefore be capable of leading itself. Modern conservatives like Michael Oakeshott talked of unregulated competition as a chimera, while Karl Polanyi, among the most original of modern economists, said, “The idea of a self-adjusting market implied a stark utopia.”1
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What then of the problem of a definition? You can describe Globalization from a close-up technical point of view or draw back a bit for context or draw right back for context and consequence. It is disingenuous to insist on one without the others.


If you were to sum up the ideas of Globalization I laid out in the last chapter, the result would be this: an inevitable form of internationalism in which civilization is reformed from the perspective of economic leadership. The leadership here is provided not by people, but by the innate force of economics at work; that is, the marketplace.


There have been hundreds — thousands — of other definitions and promises and threats. The most technical is simply that the reduction of transport and communication costs would lead to an international integration of production and consumption. But the intent has always been grander than that. Alfred Eckes, the former chair of the U.S. International Trade Commission and an expert with great calm and gravitas, describes that intent as a “process in which technology, economics, business, communication and even politics dissolve the barriers of time and space that once separated a people.”2


Anthony Giddens, the academic who has had so much influence on Tony Blair, sees Globalization transforming every part of society, politics and economics.3 The economist Jagdish Bhagwati fixes his range at international economic integration without addressing the broader effects he nevertheless believes are there. Anne Krueger, number two at the International Monetary Fund, ends her definition of Globalization with: “all leading to the closer integration of the world including — but not limited to — the economy.” Others talk of the “diminished competence of states.” Thomas Friedman, the New York Times columnist, sees “the inexorable integration of markets, nation-states and technologies to a degree never witnessed before.” The pro-market commentator Daniel Yergin says governments have lost control of the commanding heights of their national economies and with that their ability “to promote economic development, protect sovereignty and project national identity.” He doesn’t bother mentioning their ability to shape and finance the public good. Perhaps he simply doesn’t believe that in a global world governments will be able to finance the public good. Or he sees the public good as a mere subsidiary outcropping of economic development. Businessmen who have become critics of Globalization, like George Soros, say it is all about the creation of uncontrolled global financial markets, the growth of transnationals and of “their increasing domination over national economies.” A leading Japanese expert, Kenichi Ohmae, says, “Nation states are dinosaurs waiting to die.” Others, spooked perhaps by the growing criticism of these noneconomic projections, now protest that to claim “deeper economic integration would enfeeble national governments is a formula sold mainly by opponents of the liberal international order.” You can’t help noticing the political naivety that often surfaces when economists address the broader world. After all, any amateur with a few taps at the keyboard can pull up who has said what about Globalization. Even stranger, most economists are fast to dismiss any comment on Globalization coming from outside their professional corporation as, well, unprofessional. Yet they don’t hesitate a moment to project their own technical theories and statistics onto every detail of every aspect of civilization and our lives within it.


Martin Wolf, one of the most intelligent and sophisticated of these economists who make themselves heard in public, likes to limit his Globalization arguments to economics, but that is because “they are the driving force for almost everything else.”4 In other words, you can focus on any piece of Globalization you wish, but in broader terms the argument always comes back to that of viewing civilization as a whole through an economic prism.
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