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”pOSltlon.

—between the North/Sout' countrles 1n the vWO.ﬁ

The South depends on the %f_:ﬁif?\7"

Th fpoverti










‘{Sov1et-Amer1can relatlons except for the area of arms con-
:?gtrol-; hav1ng declared that Amerlca had shed 1ts,‘"1nord1-;,
_fnate fear of Communlsm.“4 As a reassertlonlst Pre51dent
i7‘uJ1mmy Carter trled to bu11d a new forelgn pollcy consensus
‘u'iby creatlng post-cold war forelgn pollcy. Carter S pollcy
*~‘}focused on promotlng human rlghts, scallng back the arms

"lrace and worklng w1th developlng natlons to create a new

’91nternatlonal economic order.~ | v vv

‘ . Nye~argues further that the-NWOras.envisloned by
-p»Pres1dent Bush comblnes two 1mportant p01nts of view.

:Flrst the NWO is based on. dlstrlbutlon of power and order

'1s a-product of stable soverelgn states.' Second ‘in the

':tradltlon of Pres1dents Carter and before hlm, Woodrow
'vhwllson the NWO arlses from global democracy, hunman rlghts,"

and economlc development.

Agalnst th1s Northern v1ew, “and as a prellmlnary defl-'
'ifnltlon, the North refers to the developed World of the Us,
'fgbwestern Europe, and Japan w1th an average GNP of $14,580 per

‘Lagrayear in 1991. The South here means the econom1ca11y v
,dcfunderdeveloped natlons of Afrlca, As1a and Latin Amerlca

| ;w1th an average GNP of $720 per year.f The~South v1ews and
flndeflnes the NWO qulte dlfferently.v leen the dlsparltles,
*Ujgthey seek a w1der role for 1nternat10nal organlzatlons such
Jias the Unlted Natlons. Startlng w1th the Gulf War of 1991'
:°dthe Unlted Natlon s Securlty Coun01l saw unprecedented suc-‘

'*kcess in terms of cooperatlon among the permanent members




;freglons_tha”fw1llbbe effectlve 1n the NWOf'however,

i .not happened yet. What has»hafﬁ 'd‘lS that a kl‘dt

zfeconomlc andvpolltlcal vacuumuhas a ”“en:w1th the breakup ofq;teﬂyJ‘

'“ﬁfthe Sov1et Unlon,vln whlch .hﬁ;h v ﬂh»he greatest power'

"~f@;power 1n the sense that 1t can comm










‘Somth, state interventionfinitheseconomy versus hands;offc S
approachfadoptedbby the internationai“financial organizaeiff.u
tions, and the importance of*eConomicdtrading;blocks inbthe
NWO. N ‘ | |

Three Characteristics of the New IPEv

| There appear. to ‘be three characterlstlcs operatlng 1n
»the IPE. The flrst characteristic of the new IPE 1s that 1nbh§:
the wake of the end of the cold war in 1989 and the demlse -
-of Communlsm,‘economlc growth in the developlng World w1ll |
be closely tled to the overall 1nvestment behav1or Wthh may g
_be affected by government. For example,~the US and Egypt ,v'
are 1nterdependent on many fronts, e.g., terrorlsm, drugs,b
trade and dlplomacy.A Across the Medlterranean, there 1s o
moreicomplex cooperatlon and 1nterdependence among,the
nations oftEurope in the form of the‘EC’and North Africa"on_;
the issues of pollution,vimmigration and'trade‘and inveSt—
ment. Western Enrope is looklng east towards eastern Europe~
to create closer economlc and cultural t1es among the prev1~‘
'ously divided contlnent.

The second characteristiC'is the riserof*economicf;‘fg5:”
‘trading blocks. dThe'World:economy in.the'post cold War:era‘:
will be strongly shaped by the three major tradlng blocks of‘
,vNorth Amerlcan Free Trade Agreement (NAFTA), European Commu—”
nity (EC) anduAs1an'Economlc'Block (APEC) . HoWever; the o
deveioping nations of the South‘are:jrying tosfinddwaysntov

join one block or'another}nghere are some efforts_on.the



‘Tpart of the Europeans to reach out for Southern countrles tOhh"*

”‘fexpand the EC and form a Medlterranean economlc tradlng

block that w1ll 1nclude the natlons of North Afrlca and

"lsouthern Europe., B

'lft Flnally, the role of the*Southern states 1n dlrectlng

"{economlc development 1s becomlng”restrlcted at some 1evels.1,

UT;;The State as ‘an 1ndependent entlty 1s 1os1ng 1ts soverelgnty

"m countrles of the North.”iIndustrra:

H_to the UN IMF and the WB.< These organlzatlons .are becomlngt"'
‘ﬁiﬁa tool in the hands of the North.,_f”‘"’
.17The Current State of the South

Almost all of the countrles 1n the South achleved

'Yi71ndependence from colonlal rule s1nce World War II.V Gener—?:ff"”

”f$‘ally, countrles in the South are poor and polltlcally unsta-;}};"*

t;;,ble.‘ Today, there aretthree andvone—half bllllon people, orf,f&’

“Ethree quarters of allﬁhumanlty 11ve 1n the South These

',‘countrles account-for more than two-thlrds of the earth' ifﬂ

'land 13

The South ex1sts on the perlphery of the de eloped

atlon cannot be

achleved here to 1mprove the standards of 11v1ng and ellml—f -

7nate poverty fnjoyed prosperlty and

'f“progress the South s J}ers from all klnds of f‘“*

,f01en01es. Yet these commonalltles among Southern countrles_}ﬁ"”'

1‘g1ve the South a shared sense of 1dent1ty, all whlch.could

/become a potentlal threat to the Norfvih Thehobv1ous threatsuf

;_belng South North mass mlgratlonf*fhe flow of natural re-'fffﬁ*




"_:ﬁsources llke 011 and other mlneral' w be?affeétedfaﬁdﬂ

Accordlng to Unlted Natlons

'fffln a country per year.?j

ffthe ratlo became 1: 20 2.3 The average GNP ‘in. the Sout er

"'*fSW111 be qulte dlfflcult for{“he South to cl’se h










”»;prlmary product's prlces w111 not 1ncrease s1gn1flcantly.”v

’ yUnder these 01rcumstances North South economlc relatlons

tﬁw1ll suffer as a result and confllct may arlse in the futuref'

‘*“‘"because of worsenlng trade condltlons..

‘GNP Measurement

Further ev1dence to demonstrate the gap whlch ex1sts;ff

f r1es 1nto three categorles on th‘pba51s of GNP per caplta."v

”In 1990 thefe categorles were low 1ncome countrles w1th GNP

‘ij'countrles (GNP less than $450) was ‘a mere $290 :approx1—&“
‘f:mately one—eleventh of that of the mlddle 1ncome countrles
*fqand one—flftleth of that of hlgh 1ncome (North) economles e

tj,f‘In thls category or cla531flcat10n, the low 1ncome countrles."'

't(the South) represe't,the World’s most poverty~strlcken‘

‘?h;xareas.k W1th very few exceptlons, the South 1s the least

“f'flndustrlallzed in the World today

ffs The South suffers from a number of problems that cause"
‘?jfpoverty and deprlvatlon, whlle the North is better off in

f&;1=almost every fleld startlng w1th 1ncome and standard of

13




v[;wper year, 7h

’__;between the North and‘

'f;example clearly deflnes post cold war economlc dlsparltles

"e South. On the other hand these

f*dlfferences contlnue to e j ‘f even though there is more L

ocus on polltlcal democracy and economlc development.

All the problems 1n the South cannot be attrlbuted to

flack of motlvatlon or absence of d1301p11ne., The North on

f,:lts part has pl'ced varlous restrlctlons on the South’

E :economlc growth., When convenlent or economlcally expedlent

"‘fjfagrlcultural and manufactured exports from the South cannot

dwfflnd thelr way to the North's market Restrlctlons take the‘1

A‘form of trade protectlon measures, wh1ch 1n turn slows

7economlc growth and has 1ncreased market competltlon malnly

‘Tfiamong developed countrles.ﬁ Some of the North’s trade pro-

:iFor example 'GNPhper caplta of Indla 1s about $290 LT

is about $17 480. . Thls BRI

1fftectlon measures agalnst the South 1nclude the Omnlbus Trade','7

’”Act of 1988 . Among the goals of the Act are the address1ng
ogof "unfalr" tradlng practlces by other natlons. The Act

f‘authorlzed the Pre51dent of the US to 1dent1fy natlons that

‘vwghave trade surplus agalnst the US.;; In addltlon, thls Act ]‘“

'7l<f111 prevent forelgn countrles from buylng US enterprlses

rffwhen'necessary and tlghten exports of h1gh technology prod-‘”

”;ucts.' On January 1 1989 South Korea, Talwan, Slngapore

'?‘and Hong Kong were removed from the llSt of natlons enjoylng“3 ¥

allxpreferred status w1th the US.@ ThlS came about as a resultv'












11ve 1n urban::?"'"




lpercent » UNDP‘;”.'[ e




whlle the11; 

<to exert enormous pres ures on the_domestlc laborjﬁ







farénce ‘conde




f&ﬁAmerlcan FrvppTrade A55001at10n (LAFTA)

However,._“*”

”ﬁLAFTA was replaced in 1981 by the As001a01on Latlno Amerlca—"””

‘ff;na de Integrac1on (ALADI) In Afrlca, the Unlon dovanlere

‘ffet Economlque d'Afrlque Centrale (UDEAC) was created durlng SR

*ﬁthe 1960

A51an Natlons'(ASEAN) was belng created ”
”ﬁ,icooperatlon among 1ts states was the formatlon of reglonal

:Jgeographlcally homogeneous area trled through economlc

”fffcooperat1on and polltlcal alllance, to 1mprove 1ts overall
‘?ﬂfeconomlc p051tlon relatlve to the economlcally advanced rlch;d”'

°ff;}North.;;_ff'“

h“gtlnctlon between the 1mportant concept of compatlblllty and
i“lflncompatlblllty of reglonal and unlversal organlzat1ons"
gfneeds to be made., Accordlng to Mlnerva Et21on1,'compat1b11-

:flty 1s deflned as the relat1onsh1p between two organlza-. j’

’S, at?the same t1me the As5001atlon of South East Pl -
One 1mportant strategy employed by the South to promote\’v'

fseconomlc organlzatlons, where a group of countr1es 1n a p»?‘*"

:'Prlor to proceedlng w1th thlS analys1s,‘a clear dls- ?(t}f?



one. dO not undermlne those}j{TVgQ‘“

1eg1t1m12efits war ag"lnst Iraq.. Th1s support




- ’~~u31ng the organlzatlon as a tool fo; mtforelgn pollcy.g.:H‘f'fﬁ

“myﬁAccordl g - to Ronald Sheman, US pollc1es have done a lot of

ﬁ&damage to the concept of ”nter—Amerlcan cooperatlon., The US
gnored a set of crlses 1n the hemlsphere, the Malvenas,
Grenada and other trade 1ssues.”t In the post cold war era-g"

.L“fthe organlzatlon 1sltry1ng to resolve dlfferent confllcts 1nS'

';_the area.; Collective actlon was called upon to restore\k"“

'*?[democracy 1n Ha1t1, Wthh is'one recent example of mutual

cooperatlon among 1ts members, but agaln, the focus now 1s

on‘creatlng one economlc block to compete w1th Europe and

A51a.f At the end oﬂ:November,»1994 Pre51dent Cllnton

1nv1ted the Pres:dent of Chlle to let hlsfcountry 301n NAFTAchf

'5w1th the US Canada and Mex1co as members. As suggested

Tfthe focus'jfoS forelgn pollcy 1s on economlc cooper—?:F

The OAS 1s mov1ng towards becomlngva 'omplete eco-7f,ﬂ;f

nomlc block._ Thls serves the US forelgn pol101es 1n order
’ compete and domlnate the World economy. Therefore, more
$ _1 )

‘”countrles 1n Lat1n Amerlca w111 have the opportunlty to e

.zdevelop economlcally as 1ong as they adhere to market—orl-UV‘




"~ ‘ented economy. -

QThevOrqanizationzof7AfrioandUnitV (OAU)"
v Another 1mportant reglonal organlzation representlng‘
E the 1nterests of a major portlon of the South is the organl-v
‘lfzatlon of Afrlcan Unlty (OAU) -The OAU wasvcreated in 1963,
'fThe‘organlzatlon s charter does not permit'non—African
astates toujoin;a The purposes of the OAU include the promo-.
‘ ftlon of unlty and solldarlty among the African states and
‘_*cooperatlon and coordlnatlon'efforts to achleve a better'

.'11fe for the peoples of Afrlca.44 Since 1963, the OAU has

u,‘surv1ved several crlses that have threatened to dissolve the,

_organlzatlon. Agaln, dlsagreements among its members to
 solve conflicts have causedideepvsplitsvto:occur. The dis-
¥ ‘unity infthe:OAU ls‘due‘in‘largelpart~to internal as - well as
‘vexternal'factors.?vAfrica is the most underdeveloped region

‘1n the World. Confllct between Afrlcan states runs hlgh due

';1n part to the artlflclal borders that were arbltrarlly

. lﬁdrawn»by'colonlalfpowers. This fact, in addition to indus-

ltrial and.technological deficiencies, inevitably exerts a

*.lmnegatlve 1mpact on creatlng an environment conducive to

ntcooperatlon between Afrlcan states.
Studles conducted on the OAU by Thomas Imobighe, sug—
jgest that there are three maln sources of threats to the

; ?organlzatlon s unlty.. Internal threats are the most promi-

'<,nent followed by threats from fellow Afrlcan states, and

”on*lastly threats from exterlor Afrlcan quarters (Super Pow-

26






_986 was $35/barre1' éhd,affér*1986a'the;fjl'

h‘ff}ffprl e of 011 was as low as $12/barrel.i ThlS was due in:

‘ *Qllar e part to the success of conservatlon measures 1n the 3gf%“"

:i!Northj?th"tentry of new'non—OPEC producers llke Mex1co and

:;Great Brltaln and globa

fw1th n'OPEC.x,,rT

Agaln dlsagreements among OPEC members was and w1ll

TgIn thedfarly 1990's,;countr1es 11ke Kuwalt opposed a prlce o

”Clncrease‘above thé $18/barre1 prlce range., Saudl Arabla,vln:‘w

___contrast _ants relatlve prlce 1ncreases above the $18/bar—*

o ,iréi as does Venezuela.ﬂ Such dlfferences have produced

'”f[[deep d1v1s10ns w1th1n“the organlzatlon.: Polltlcal 1nstab11—+ ;

”fffw1devln‘_gap’between the so—called 011 rlch Arab countrles

and the poor Arab countrles gave rlse to extremlsm 1n the

']‘;jreglon._ Amblpious countrles 1n the reglon llke Saud1 Arablagf”

'hgand'Iraq;

w”7p;nant role 1n the Mlddle East often exacerbate dlfferences

‘tfﬂedurlng OPEC meetlngs;; ;:Q,_*

i : 1;28

ﬁrecess1on and management fallures p”g.ﬁr

-'Qellkely be a major force erodlng the organlzatlon s unlty.-.i“ﬁjw

s eglon addltlonally has encouraged dlsunlty.f The,-“rj”

wh”ch are pos1t10n1ng themselves to play a doml-Lv?flv”



The polltlcal andjeconomlc changes 1n the World today

‘”rhthe‘largest 011 reservesvln"hegWorld._

'TdOPEC's p051t10n 1n the future'ls,the US natlonal 1nterest.uv'2”

ifestabllshed 1ncent1ves to promote energy conservatfin,.m‘

1nstead of 011 rev1tallzlng’n"'ear power and encouraglng

wpthe use of alternatlve Vehlcular fuels..' These measures or )

'fore, 1t 1s safe to argue that the market for 011 1n the

.re w1ll remaln weak because there 1s so much surplusii

around andlpolltlcal 1nstab111ty;w1&lvforce OPEC members to‘;,f

encourage mo'

5co sumptlon 1n the

llke Saud1

vfw 011 exporters,.

Thls 1s due topiﬁnhﬂ'ﬂl'”ﬁ

'1f¥Follow1ng the 011 shocks of 1973 and 1979 the US governmentff‘

these 1nclude the 55 MPH speed 1 mrt the use of natural gas~pzf"

'”Talncentlves w111 lessen US demand for 1mported 011., There-thfh'






lﬁ;for the people of the South Th1s is due to 1neffect1ve

‘gcooperatlon,'and 1n most cases cooperatlon was based on.

ev_°3p011tlcal objectlves not economlc concerns. Another factorff;7‘

'-Tfawhy South South cooperatlon w111 fall is the pOllCleS of the?‘

*f;and polltlcally Thls in turn w1ll dlvert the attentlon of
;&;the North from the prevalllng 1ssues the South faces. These
nf;recent developments w1ll further a weakenlng effect on. the fﬁb
"'":"?s,outh.. | . B

The only condltlon under whlch the South—South cooper—'

‘ 3ﬁwat10n could ex1st effectlvely is 1f blpolarlty returned.,

*\_ﬁThls 1s hlghly unllkely because the World today 1s mov1ng_¢

v'rblnto multl-polar systems Wthh advocate economlc blocks. o

~1The growth of reglonal econom1c blocks 1n the North vsuch as

j«”the North Amerlcan Free Trade Agreement (NAFTA) and the

‘"”QEuropean Communlty (EC), and APEC 1n As1a, Wlll create aniﬁ

‘ env1ronment of protectlonlsm and competltlon. Therefore;‘

'ffSouth South cooperatlon cannot ex1st in the post cold war;f

Mfﬁ’era.. Only a hand full of Southern countrles, llke Slnga—‘

k:fﬁ pore,‘Malays1a, Indones1a, Mex1co, Chlle, Israel and South

:_Afrlca 'w111 be allowed developlng to a predetermlned eco-

“ﬂfanomlcal level that 1s not threatenlng to the US and to

's‘reglonal powers. The econom1c development 1n those coun-',ﬂl
o trles can be successful only 1f they adopt pOllthal and '
o economlc measures Wthh are, at mlnlmum,'compatlble w1th

S those of the North.

31

'dorth to develop Eastern Europe and Russ1a both economlcallyvjcq‘



"’~_“--_1nvas1on.5°.' In add1 1on







L*dlifof7 he*permanentimémbers of°theQQNgsé
_;A, ordlng to Paul

th Gulf Cr1s1s repre-~w"

;sented a trans1t10n from a period’of 1neffect1veness 1n the i

’ﬁﬁaarea of 1nternat10nal securlty, to one of SOlld ach1eve—-fi7t"
 ment st | Taylor's statement does not represent the whole'ﬁff o
fp1cture, however.” The role of the UN 1n pursulng securlty
'7,~_and peace 1n the World has been strengthened s1nce the end .
‘HﬁTéof the cold war but 1t 1s doubtful that the UN w1ll or can |
’vsact effectlvely 1f the US or the lesser powers represented
'lln the Securlty Coun01l acted agalnst the soverelgnty of an%
"_mlndependent Southern State.‘ Concerns focus on the notlon |
':;fthat the UN w1ll be representatlve of the North's economlc:f"
'E and polltlcal objectlves only., Thls w1ll deny the South a-
d“%chance to set 1ts own agenda.v From a- Southern perspectlve,‘
Jafnthe UN w1ll only act dec1s1vely 1f the 1nterests of the US
tlare 1nvolved. Therefore 1t 1s 1mportant for more and moretw
TTSouthern countrles to allgn themselves polltlcally w1th the
°5QEUS or at least not to vote agalnst Us’ resolutlons 1n thesip
-i;pNig‘r : L L : 3 : :

In falrness, the UN can be effectlve 1n solv1ng less.~

"mfﬂ&pollthlZed problems, such as populatlon growth 1mm1gratlon

:”V;Qand env1ronmental pollutlon. However the problems of |
't}malntalnlng global securlty w111 st111 come flrst 1n the TVR
_UN’'s agenda.; The NWO created an env1ronment 1n Wthh the UN.:-u.1

'thfJSecur1ty Counc1l w111 have the authorlty and the polltlcal ;-L=

ty Coun01l (the US fl“%
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”“Qf}fstateglsldeS1gnated a;quota for such depos1ts, made up e

'ftnatlonal currency exchange balance of 1nternat10nal pay-j¢”

.gmentsdand natlonallaccounts.?_ Each member state depos1ts{;fiyf"“

Z;flnan01a1 reserves_w1th the IMF. Upon 301n1ng the IMF

"ﬁfpartly of hard currency and partly of the state s own cur-fiyii

’tfrency.v The quota 1s based on the s1ze and strength of a

 stater speconomy.i A State can then borrow agalnst 1ts quota,ﬁ?;yt17

ﬁ”to stablllze 1ts economy in dlfflcult tlmes,‘and repay the'jjn””5

”TIMF in 1ater years.ﬁ]‘However wh11e thlS system works

*”;Ieffectlvaly for temporary 1mba1ances 1n 1nterna1 monetary

'ytéls not effectlve 1n severe, chronlc ones.,‘

The 1nternal votlng mechanlsm of the IMF and the WB

2% Fworks dlfferently than the UN General Assembly or the Secue?th‘
':rlty Coun011 The IMF and the WB use a welghted votlng
'~¥system where each state has a vote equal to 1ts quota.gﬂffi’

f:Thus*che rlch G7 natlons, the US Brltaln, France Germany,_.béuf

~Ita1y, Japan and Canada control the IMF and the WB flnan-

‘“1gfc1allyo Immedlately after World War II the m1ss1on of the

'fngB and the IMF was to promote economlc growth and prosperlty

i,1n western Europe and Japan.' Startlng from the 1960’s,_the J:

9iitwo organlzatlons focused on the development of the South,_ ug~"'“'




:hut 51nce the end‘of‘the cold war 1n 1989 the focus has
’;shifted from the Southern countrles to eastern Europe and
-;{Russ1a.‘ The IMF and the WB are trylng their hardest with

ﬁthe bles51ngs of the US to 1ntegrate the former command
’ feconomlcs 1nto the World capltallst or "free“ economy.
However, it is too early to assess the outcome of such
efforts.v>"”

' 'The_IMF-and the,WB,swith theirflarge‘suppiy of'capital,
Canfexert>a lot of pressure’on Southern governments to adopt
pspecific economic policies. These»two organizations scruti—
:nize'the Southern Statesi economic and political policies.
They can w1thhold loans untll the "rlght" economic policies

u,are in place. Then they make loans to help the countries to

’isustaln those policies or related programs. According to

“ThOmas Biersteker;van agreement to 1oan IMF funds on the
- condition that certainvgovernment policies are adopted is
ﬂ;called a’conditionality agreement;“‘ In order for the South

to get any kind of‘loans» they have to enter into such an

‘agreement It’s usually palnful for both the government and
the poor populatlon of the country ,

The IMdeemands that inflation be brought'undervconw
'trol, which requires the state to reduce subsidies for food
and other important commodities; This, in turn, often
creates massive'unemployment‘~ Capltal surpluses must be
used to serv1ce ‘debt and invest in new cap1ta1 accumula—

tion.” The IMF wants to ensure that the loan they are
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g1v_ngf1s w1selydspent. itﬂalsojwantt:topensuré,that‘infiaéhg

i fffBeoauée"

ress 1n’the1fbstandard of llVlng forva long perlod of tlme. SRS

rloters demandlng the governments not to bend to external:nr‘

The formﬂofvpressure applled here 1s 51mple.fff‘“v‘

Adop a'free market 'conomy, but flrst cut food subs1d1es,,jﬁﬁ7”*5

Itﬁlsfqulte common‘to seenrlots 1n many southern States, the ;¢}ihf






nly six countrie

The US has 19.29

5.84 percent,




IMF pOllCleS create an env1ronment where two major

EwiG&COHdltlons Wi l?happen Slmultaneously- The redUCtefnaOf»

@egovernment spendlng means ';t “ng“off subs1d1es a'd‘other

"s,;jwelfare programs almed at theipoor_hthus creftlngzonly two:‘fef?jj:'




1-hlS leverage creates a favorablevff
blon in whlch the US can exer01se 1ts polltlcal musclem‘

over Mhese organlzatlons. When the WB proposes a general

vapltal lncriase, the'US Congress must approve 1t flrst

}rngor examp;e; the most recent general capltal 1ncrease 1eftf_d
lffsthe US w1th $l 8 bllllon of pald 1n capltal and total sub-f

,ffscrlptlons of $24 9 bllllon.u The ‘WB borrows exten31vely onfiﬂ

'7*;ﬁtpr1vate capltal markets to flnance 1ts operatlons, whlle thel
'l”7lgIMF relleS much more heav1ly, to flnance 1ts operatlons,%on
‘"erjltS pald 1n capltal : Of the total IMF subscrlptlons of

uhﬂ$90 1 bllllon as of Aprll 30 1990 Spe01al Draw1ng nghts

5 F(SDR) pald 68 8 bllllon 1n capltal. At thlS tlme the WB had_"

;tftaken loans worth more than $75 bllllon,iwhlch the IMF ‘had -
‘";;fborrowed only about $3 bllllon.@v Thls statlstlc shows how 3
2n5ﬂffpmuch these two organlzatlons are dependent flnan01ally, on

ii{hithe major powers of the world such as the Us.f The US 1s
‘:ij}hlghly supportlve of the IMF and the WB. As of June, 1991
‘5f;:the cumulatlve US subscrlptlons and contrlbutlons stood at

:”i¥$18”1»b11110n whlle the total contrlbutlons from all other

sffmemb“rs was about 65 9 bllllOH.n In addltlon the US pays

1ts;dues on tlme. However, 1n some 1nstances Congress‘,’

To summarlze Western styles of structural adjustment

‘_economlc pollcles w1“l 1mpede economlc development 1n the







"*fthe economlc deve

'”m,{programs 1mposed upon_ heh

'73floans 1s applled regardless of the hardshlp 1t may 1nf11‘t

3‘7?'{Zamb1a and Chlle,vwh1ch follow IMF terms to adjust thelr

'7ffeconomlc development 1n d1fferent Southern reg10ns5:

F"ffto show the pattern of economlc development 1n each.:sz“”

;of Selected Countrlesiand

The harsh condltion‘

3af%upon developlng countrles

‘t‘South are the hardestzﬂ

Tpr1n01ple of "condltlonallty ‘under Wthh the IMF makes

‘}Qeon Southern countrles.m In IMF termlnology, "condltlonallty““““'”> »
ihrefers to the pollcles the fund expects a’ member country toﬁ
yijfollow 1n order to avall 1tself of credlt from the fund.

_ Some countrles 1n Afrlca and Latln Amerlca, llke Egypt

‘?domestlc economy may experlence 1nstab111ty whlle Structuralf
U;Adjustment Loan programs (SALs), can actually 1mpede econom-,

Avic development 1n the Sout | In thlS sectlon, further

Lf_'analys1s w1ll focus on the fallures of the IMF and WB ln

'vaddltlon,~examples w1ll be prov1ded from selected countrles

Bas1cally, the WB makes loans for spe01flc prOJects,

xﬂﬂllke 1nfrastructure 1nvestments.‘ The purpose of these loansf?\.f'

”ffszto stlmulate local and forelgn prlvate 1nvestments to

@h’flow 1nto the country.u The;WB undertakes thorough fea51b114;




: form. ‘ Accordlng  0 a |



7[\[cause, for the 1oca
-“.fftlons made thelr 11fe mlserable., Byhthe end of the 1980 s,
H3?WSALS Wthh had been adopted by more than 30 sub Saharan

g countrles 1n Afrlca at varlous t mes‘ were 1n,troub1e._

”bufday Afrlcans:opposezthese ternatlonal 1nst1tutlons be—

?,perple, the North’s flnan01al organl a—

,Real\ﬂ

mfannual growth 1n GOP averaged only 0;8 percent 1n 1988 S |

‘;ncompared to 4 8 percent before the start of the SAL.yafhii;fffﬁhf**'r

li,addltlon, Afrlca s debt was grow1ng at an annual ratebof 12 j;&tia_dﬁ
tpercent from 1980 1989 when 1t reached $139 624 mllllon,:drjp,;a,.‘

'”T Few reform programs have achleved the targeted growthfhfiﬂfry

Nyhrate or 1ncrease 1n per caplta 1ndustr1al and agrlculturaluw_f‘_

'::productlon set by the IMF and/or WB.‘ The fallures of the E”hvur

nyIMF and the WB’S economlc pollcles 1n Afrlca stem from theﬂi:“

1mp051tlon of Western style of development.- These two"5;pv

fm 1nst1tutlons, for example, promote the 1dea of exportlngbyirh

: ygoods to the Northern capltallst markets.f However, exporth;r
dpromotlon is. a mlsconcelved concept because commodlty mareng”

kets 1n the rlch North remaln soft whlle many developlng

countrles in Afrlca spec1allze 1n the same prlmary commodl-.}]y3

hhtles. When commodlty prlces fall so do natlonal revenues..\v,y

bf\:ThlS is true in Afrlca ‘where. the whole economy is’ based on'ﬁffgd'

‘dmfthe productlon of prlmary products that can, be manufactured hufa‘

Nmb‘eas1ly 1n the North.; ;i{,fn”‘

Another reason why IMF and WB economlc pOllCleS falledlig
y1s due to the mass1ve debt acqulred durlng the 1ate 1970'

and early 1980'5.1 Accordlng to Rlchard Sandbrook Afrlca S q'

J;*47‘ ol



payment on its maésive'external debt also hobbled economic
”redovery. ~On the other‘hand,,the‘major tradingvﬁértnefs,
aid donors and creditorS'in thé‘North haVé not supportéd thev
palnful economic reforms with the requlred level of flnancf

ing and 1mproved tradlng condltlons.70

Failures of International Financial Organizations in the

Economic Development of Uganda

The example of Uganda serves as a good example of SAL
failure to de&elop an efficient'economy in Uganda. In the
case df Uganda, external, ihterhal and social developmeﬁts‘
have combined to create a crisis of méjor préportions. The
_tefmS'of trade dropped sharply from 158 points in 1977 to
only 45 points‘in 1981. Similarly, the purchasing power of
exports dropped from 184 in 1977 to 42 in 1981." These |
trends forced the govérnment,to adopt its fifSt IMF reform
program in 1981; -In thé first of the two IMF programs from
1981 to 1983, the real minimum wage in Uganda declinedvby
~26.4 percent annpally. In 1986, the International Labor
Organization (ILO) dubbed,Uganda’s annual décline of real’
minimum wages, theisharpest average annuai decline in ILO
registered rates’in 1986.” Ironically, the IMF ordered the
Ugandan government to implement the same policy of limiting
wages in thé second reform progtam of 1987. In August 1988;
the Ugandan Minister of Finance ordered each;ministry to cut
its wage bill for group employees by 30 percent, whether by.

"~ lay offs or by redistributing wages so that employees re-
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| ceived loWervsalaries."‘ Labor and trade unionsvde01ded to
oppose the arrangement describing it as a dictatorship.
‘Nonetheless, the second IMF Program.of 1987 began w1th the
same notion, that dismlssal of government employees is the
best solution to decrease government spending. -The second
IMF program seems to be emulating the first phase of the
Reform Program of'1981; emphasizing;balancing the,budget not
by increasing revenues, but by reducing expenditures.”i"
,The real attraction of the IMF programs to the African
governments is the promise of more funds coming in if”these'
particular reforms are’to be implemented. However,vthe
implementation of the programs in every instance has seen a
sharp increase in foreign debt. The figurespfoerganda‘ |
clearly illustrategthis tendency. Uganda’s‘debtvservice '
ratio was 18.9 percent in the year before the first IMF
program began in 1985. This figure has increased to almost
55 percent. Latest figures record the debt ratio for 1989~
1990 at 59.6 percent.75 In thls case Uganda S experience
parallels that of most African countries, which by 1986:were
said to be‘paying back more to the IM? than they'were re-
ceiving in‘new loans. On the other hand, the alternative
‘solution for the debt crisis has been to'reschedule debts.
Yet, accordlng to. Sudan s experience, the rate applied to
reschedule debts (about 18 percent) was con51derably high-
er.”™ With this sort of record, it would not be an exaggera-

tion to say ‘that Uganda seens to be following the lead of
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ﬁ‘qftlon has reached 55 percent and there was enforcement of .

"Tf?coffee exports.",;}

' ‘;;fAfrlca 1n partlcular.ﬁ

x'd?absorb more supplles.,

{;pthe 100 percent export recelpts retentlon scheme to'“°

Most of the IMF and the WB economlc p01101eS are shot ,

Z[Qterm pollcles. My analy51sbusﬁthat these 1npt1tutlons

The IMF 1gnores the 1ack of market

ffeconomy.u The problem is 81mp1y not to free the e

ThlS analys1s 1s relevant duerto ‘the

‘fs*51ze.‘ Accordlng to the concept of sustalnable growth 'an




-f;i-fpeople who .-‘r n. the»- loc




31mp1y a source of export crops. This is the reality thatfc
the IMF and the WB 1gnored for so long not only 1n Uganda‘f

but in Afrlca in general.1 It is the peasant who must be

raised to a middle‘claSs status lf‘successful SAL is 1mple—i.7‘v

mented, thus IMF reforms. need to be dlrected toward the
average person in the street. Yet ' no economic reform'
program will be successful unless the polltlcal env1ronment
is condu01ve and a strong and de0151ve state can act to
intervene in the.economydto serve SAL objectlves. Accorde
ingly, under present‘SAL-approaches, there will be no way
out for‘any country in‘thevSouth from its economic troubles.
It should be clear from theﬂexamination of both Uganda’s :
experlences and that of other Afrlcan countrles, that the
State can in fact dlrect the IMF’s SAL Program towards 1ts‘
intended goals, thus m;nlmlzlng;the negative effect of such
reform programs. | |

" The Effects ovaMF's'SAL Programs in the Country of TanZania

Uganda is not the only country in Afrlca sufferlng from
the IMF’s SAL Programs. Tanzania is another example of the
failures of the IMF economic reform‘policy; In Tanzania,
the real minimum wage continued to decline during the L
1980fs. Between 1981 and 1986, when the government . of
Tanzania came to terms withdthe IMF the wage level. fell by
an additional 50}percent‘and by a further 33 percent fromh
mid-1986 to the end‘of'1988; In May, 1988, the‘minimum‘wage

could only purchase 1. 3 kllograms of malze meal per day,
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'froughly 40 percent of the calorlc requlrement of a famllybof

‘five. Accordlng to A111 Marl Trlpp, thﬁfamount spent on

-ffood for an average famlly'ofuslx, wasdelght tlmes the ﬂf

‘n_mlnlmum wage.l Those in Tanzanla who kept thelr day‘”ob dldf

'“Qso to acqulre worklng capltal to renew thelr eradld(Pro-

:’Zjects) each month 81 In other words, the form"ﬂ”sector"_

tfemployment was not an end by 1tse1f but merely avcover for”ﬁﬁt
‘iother 1nforma1 act1v1t1es that can produce proflts to 1ts
vfowner.‘ The example of Tanzanla even though 1t 1s brlef

Elshowed clearly the negatlve effects of the reform program fdﬁnl

Lijeven to the average Afrlcan worker.;_t'

7 Thls sectlon w111 be dedlcated to the study of the

':fLatln Amerlcan reglon., Focus w1ll be placed on the SAL

~.;”economlc Programs and thelr negatlve consequences for the

'f”{llvellhood of the average person as well as to the domestlcjif;ﬁfh"il
'Wieconomy as a whole.iﬂ{”“

Slnce 1982 when Mex1co announced that 1t could n f”“°t4f

"irlonger meet 1ts 1nternat10nal debt obllgatlon, that year .

I marked the beglnnlng of the worst flnan01a1 debt 1n Latln

dngmerlca s hlstorylg Accordlng to Edwards Sabastlan,_what was;fﬁf.

'f751n1t1a11y thought to be an 1solated case of temporary 11-hkﬁfdfﬁﬁz'

T;;quldlty soon spread to most of South Amerlca and the devel

::j?oplng World. Now,‘ln the mld 1990's and after several

'years of Mex1co s announcement and the eruptlon of the debt

Q'crlsls, most of South Amerlca 1s Stlll struggllng to get




f:back on 1ts feet.i That 1s why'there are more tradlng‘blocks

¥vbe1ng formed to 1ncrease economlc output and competltlvene

r;‘among the Latln Amerlcan reglon. The North Amerlcan Free

“Trade Agreement (NAFTA) presents a clear example of Mex1covs_
ﬂqsuccessful economlc transformatlon.en’ AR ey
The structural adjustment approaches 1mp1emented by -fb
l:most of the hlghly 1ndebted countrles can be best descrlbed ?f*v
'vfas emergency or shock stablllzatlon programs.' Ba31cally

hthese SALs are geared towards generatlng Very large trade‘f

'hbalance surpluses 1n a very short perlod of tlme. CountrleglpldQA
tf;w1th huge debt problems who are trylng to adjust thelr :
il'economles have suffered as a result.. The adjustment poll— i
c1es 1mplemented by the government w1th the help of the IMthwft
foand WB generated decllnes 1n real 1ncome and 1ncreases 1n f

: unemployment. Real per caplta GNP in a number of Latln |
'vﬂ‘Amerlcan countrles in 1987 was below 1970 1evels.”m B

| Durlng the 1980's the World economy was characterlzed’
by an 1ncrease in 1nterest rates, the decllne of prlmary

vcommodlty prlces, and a. slow economlc growth 1n Northern ly:&l
v'economles.uvIn addltlon to external“factors, there‘were'ghlf

‘other 1nternal problems as well such as the adaptatlon‘of

nlnadequate exchange rate pollcles. Most of the countrles,

~ that- experlenced payment d1fflcult1es on thelr loans allowedfi;;iif
‘:;thelr real exchange rates to become overvalued durlng the ‘ithbi
:’»early 1980’s.‘ Slnce the start of the Lat1n Amerlcan econom-yffvf

ﬁlc adjustment process 1n the early 1980 s, we can clearly

‘,54y.f7



1(['econom1c growth.x

'*ﬂffof these organlzatlons were"

‘f:terms of trade fell by almost 15 percent “ 1p_u

Another characterlstlc of the adjustment programx1“
ﬁpthat trade surpluses have systematlcally fallen short of

the1r 1nterest payments.; Sebast'an argues that the pros—

*fgpects for the 1990’s are grlm.; Terms of trade w1ll contlnuejm

-”to fall 1n addltlon to the potentlal decllne 1n trade sur-'Vlmedf:v'
Aplus.f IMF and WB econom1c adjustment p011c1es 1s the reasonf;:”f;mal

- for the decrease 1n trade surplus.g_t,mh;

The IMF focuses malnly on macroeconomlc matters and 1t3__”*5ﬁ:°‘

'l‘goals to stab111ze the balance of payments and control ;fﬁf7ﬂ.’

«”flnflatlon. The World Bank on the other hand focuses on ‘

ot fulfllled durlng the 1mp1e

bffmentatlon of the Latln Amerlcan SAL Programs.f The confus1ngfff? £
l[hpart here 1s that the WB has 1ntroducedt macroeconomlc poll.
~ cies (IMF structural role), maklng 1t dlfflcult to d1st1n-_7":'"h"’”‘

"‘pgulsh between the IMF and the WB's structural programs.:Vth‘iffi




w7iifMoreover, the WB adj stmendbprograms have genera

Q:v__applled to those c n

t”fdﬂln Latln Amerlca 1mplement1ng IMF and WB structural‘pr

| bhfjnomlc growth It 1s w1dely accepted that_SA ”Programs

thi,s1gned w1th Lat1n Amerlcan countrles an“;th IMF h“

'vffgrams, have to serv1ce two klnds of debts, w1th two dlffer

v'fent condltlons.‘ Thls process of double condltlonallty car
"ffln fact 1mpede economlc growth.;:nfj};,ffﬁffif

Structural adjustment can, 1n pr1n01p1e, promote e

“f‘fact reduced the external pressure from commerc1a

_5however, they have also brought many problems w1

IMF macroeconomlc ad]ustment requlres co si



;ngly, the SAL Programs for most of the Latln Amerlcan
- countries have not been able to prov1de 1ncent1ves for

- growth.

The EffeCts'of Economic-Ad{nstment Proqrams in‘the’Connter
of Chile | | |

The Countryvof Chile‘presents.avclear-eXample,Qf SAL’s
impact on the.poor’population in this country} Before |
d1scuss1ng the IMF economlc pollcles in Chlle, we have to

1dent1fy the main factors that led to the weakenlng of the

Chilean economy.' Chrlstlan Moran 1dent1f1es four factors as

the main pOllCleS that set the stage for Ch11e 'S economlc
problems‘ Flrst the s1mu1taneous adoptlon of a flxed
exChange-rate and‘a wage‘lndexatlonvformula_llnklng nomlnall‘
vwages to_past Changes~ineinflation.,:Second;tthe.privatiza+~
tion process that facilitated'the emergenCe of highly—lever—b
aged financial conqlomerates.v Thirds-financial‘liberaliza—
‘tion created excess1vely perm1s51ve banklng leglslatlon and
flnally, the government's response to these events was slow
- and 1neffect1ve.87 - All these factors came together in the :
late 19707 s and early 1980’s to create an unstable economlc
: env1ronment 1n Chlle.‘f '.‘ |

As fraglllty of the economy became 1ncreas1ngly ev1—
dent an enormous crlsls was eventually set off\m By 1985
the government of Chlle recognlzed the severlty of the
economlc problem at hand : In response, 1t 1n1t1ated a

8 three»year adjustment program supported by the IMF._ Infff‘f



- August 1985, the IMF approved $750 million in special draw

‘l*gthe goals of a. more efflclent publlc sector, betterabudge~4§t'f35

‘lary and 1nst1tutlonal controls and an open export—orlented

‘7feconomy. Be51des spe01flc flscal monetary and reserve

' c:gtargets,‘the IMF program stressed the phas1ng out of the

lpreferentlal exchange rate system for U S dollar debtors,gai};‘

vflower budget deflclt and a major reductlon 1n Chlle s need

’vfor new commer01al funds.” A

The WB and the IMF adjustment package emphas1zed sever-“#‘

:al measures to strengthen the economy., The f1rst;act1on was»ﬂf;iV’

:'[,to have the Chllean government devalue the currency (thek.“;.1 i

Peso) Supposedly the government had to malntaln a real
hexchange rate that could promote new (non copper) exports.‘:cf'
_'Thls 1mp11ed adoptlng a nomlnal exchange rate accordlng to RO

"fythe dlfference between domestlc and forelgn rates of 1nf1a- 3;‘*3s”

tlt1on. However, in practlce, devaluatlons exceeded these f“
}hdlfferences, and thus the real effectlve exchange rate

'l‘depre01ated substantlally. On the other hand two new debt fjff}

'reschedullng agreements were reached durlng th1s perlod.yilnﬁfhd”w“‘

t1985 Chlle and 1ts forelgn credltors agreed to restructure;ﬂrf“'

'”5$5 7 bllllon of matur1t1es durlng 1n 1985 1987.5 The banks

-yagreed to prov1de $1 1 bllllon of new money for 1985 1986..%5”
h“In 1987 Chlle reached an agreement w1th 1ts commer01al
4 ucredltors to postpone payments for $12 4 bllllon of maturl—‘ff-vp



'f:‘;tles due 1n'1988 1991v;ff_;ﬁ,""\"

"7s‘a heavy burden on the Chllean government and 1ts people”

'jgtlncome level._ Accordlng to J P. Arellano, proflt rate“

7w;'1ncreased s1gn1flcantly durlng 1980 1987 whlle real wages

fﬂ]fof $650 mllllon for 1987 1983 : Desplte these e ormous

ﬁf'efforts, the short-term rellef prov1ded by these renegotla

Hfhed agreements (on debts and devaiuatlon of;the.Peso)'lmposedu

o Chlle s adjustment program permltted growth and stabll—;ﬁf*::'
) ”rflty in. the economy It also enabled the country to 1mprove,“jj'b=

dy“1ts terms of trade. f'y“

There are clear 1nd1cat10ns that the 5001al costs of

' rthe adjustment program have fallen on those at the low

'f,remalned depressed.s Average wages decllned'by flve percent i

‘1n real terms durlng 1980 1987 and by 13 percent durlng
f1982 1937 %0 In addltlon changes 1n wage dlstrlbutlon‘f_

if adversely affected low—paylng jobs., Arellano s study shows e

iﬂthat the mlnlmum wage decllned by 44 percent 1n real terms .
*c’durlng 1981 1987.a Addltlonal 1ndlcators suggest that wages

- for domestlc employees and constructlon workers decllned by “dw'7‘

u '_g’25 and 33 percent respectlvely, durlng 1981 1987 compared

th1th decllnes of 12 and 13 percent respectlvely, for wages

”331n the flnan01al sector of the economy ” It 1s llkely that i

”"fthere 1s ‘a dlrect relatlonshlp between wage 1ncrease and

rieconomlc growth in Chlle but real 1ncome for low-paylng | -
b:jobs decllned dramatlcally _-For example, real 1ncome for

’lﬂdomestlc employees and constructlon workers decllned by



‘h‘dﬁ‘LIn addltlon to the:

'fraand 1ncome for the poor have deterlorated s1nce:t e start of

‘-f'reform”program agreements between the government andhth IMF?

) Moreover.rthe economy of Chlle today remalns vu{ era
?ﬂible.yii e f-_ debt 1s stlll enormous by any standards

egatlve external shocks such as 1nc

"‘_’es 1n 1nternatlonal 1nterest‘rates, decllnlng terms of trade}ﬂ}ﬁf

’ﬁ‘land 1ncreases 1n protectlonlsm among 1ts tradlng parvners




» _;'f“;;vespe01al-1y .the U S



'”fbecame the World's only economlc mllltary and polltlca

ftjvdlents to become the global master of the World.

CHAPTER SIX

5'The Polltlcal Czaracterlstlcs of the Post Cold War Era

There 1s a need
l]gnature of the post 601d~wariera.;;ii;f

iitSOVlet Unlon suggests, among other thlngs,yf”ﬁ‘ﬁﬁ"
yiPower confllct that most people grew up wits

ﬁoover. The US emerged v1ctor10us from the coldﬁfar.;*ﬁ

"xnsuperpower. We cannot 1gnore other potentlal powers

'thapan and Germany, but only the US possesses al» the 1ng&

7; Another 1mportant assumptlon regardlng the NWO;ls



" punished immediatelvaand military forceishould-be used,only:;
:as ‘a last resort. a o | S »
The end of the cold war era‘may s1gnal the start of
1ncreased reglonal confllcts around the World.; Internatlon-,
al relatlons and pol1tlcs w1ll begln to take a. dlfferent
n_shape as ethnlc wars in dlfferent reglons of the World begln
’»to exh1b1t new emerglng forms of natlonallsm. In contrast _j
whlle the potentlal for a nuclear war is not probable, thev
use of nuclear weapons in a reglonal confllct is 11kely, |
'-51nce many developlng countrles llke Indla, Paklstan and
fIsrael can in fact possess nuclear weapons.v | ‘
.Many countrles 1n the South belleve that the UN w1ll be ;
their sav1or.. There is no doubt that the UN is playlng a
more actlve role 1n the post and cold war era, Settllng
dlsputes and sendlng peacekeeplng forces to several hot _
spots,in the World but the UN 1s gulded by money and powerrn~
Southern people, who most need help, have llmlted access to
UN help;b3Therefore, aS'suggested 1n‘the prev1ous sectlonsx
of this thesis, the UN'will‘play'an effective}roleMOnlY'ina'
those areas when 1t is serv1ng the goals of the Super Pow—ﬁ;
ers. Its role 1n the Gulf Cr1s1s of 1990 1991 1S~avclear‘

'example;of the UN ablllty.to,actgde01s1vely.

' The post‘OOldear era islShaped and‘characterized'by
v different eVents,’but the most-important _s1ngle event that

,took place in the post cold war era was the Iraq1 1nvas1on'
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”"'of FI. Kuwalt NWO' created: a;n? ‘environment -f

ctly what happened with




"1980 1988 Iraq was supporte;dv;




many tanks the regime possesses. The end of the Sovlet p
Union was a result of affailingieconomioiand political
1deology which was Communlsm.“,fﬁ'

The NWO Created an Env1ronment of Need for Southern Coun—_-

tries: to Allqn w1th the West ’
The Sov1et Union’s collapse transformed the 1nterna—:‘

}tional polltlcal system from blpolarlty to unlpolarlty.

‘Follow1ng the Gulf War of 1991 many scholars suggested that X

-the post. cold war era will allow for a multl polar World tof
dex1st, however, lt-lS a grave mistake to think 1nrthese_'
terms. The US will not let»regional and'global‘powers

‘ threaten its hegemony. This.beoame apparent in March, 1992,
>When‘the initial draft of the Pentagon?siDefense Planning
Guidance (DPG) for Fiscal Years“l994-l999‘was leaked to the

" New York Times.

The document stated that the US must account suf-
ficiently for the interests of the large indus-.
trial nations to discourage them from challenging’
our leadership or seeking to overturn the estab-
lished political or economic order and that the US
must maintain the mechanisms for deterring poten-
tial competitors from ever asp1r1ng to a larger
" regional or global role.94 :

- There is, then clear ev1dence to suggest that the DPG
‘accurately reflected US OfflClal views about unlpolarlty
For example, accordlng to Chrlstopher Layne, a summer study‘.
was organlzed by the Pentagon S D1rector of Net Assessment
in 1991, which was dedlcated to trylng to def1ne a manage-

able World as one in which there is no threat to America’s
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"l‘;dlsconnectlng from m"”

:"badd1t1on to potentlal Southern powers llke Bra211' South

"»Super Power role. In addltlon, the maln‘rlsk-to Amerlca

'y‘securlty, the study argued=

1s that of Germany‘or-Japan

.l_f

laterallsecurlty and economlc

j”arrangements and pursulng;an 1ndependent course ”;gr”:

afleaStlonegperspectiy,,mlflstaf‘ﬁto argue that the US w1ll

‘ftnot glve up 1ts global hegenomy‘for a mUltl‘p°1ar”W°r1d

l_East As1an countr1es, Egypt and Indla, the US is even trylngﬁ”f""\

ﬁltS best to control other Western-developed natlons. The US';T&ﬁﬂ?y"

,v1ews a multl-polar World as unstable and dangerous. There—gf"‘*

‘fore, 1t 1s in the best 1nterest of the South to allgn

: Athemselves w1th the US ‘since the unlpolar World w111 re-“':“”

'p;volve around theiUS;

can the Western Stvle of - Democracv be Adopted Effectlvelv 1nhvj
the South |

, There are w1despread concerns today in the South about

‘ »Amerlcan domlnance 1n World pOllthS and economlcs.j‘TheQ,_“ SOTIRS

;South 1s now faced w1th a dllemma. Amerlcan style democracyw‘
Vhas to ‘be adopted otherw1se dlctatorlal reglmes in the
S[South cannot 1mplement effect1ve economlc transformatlondﬂk
h,from a closed to open-market economy.; ThlS transformatlon vf:
requlres the help of 1nternatlonal f1nanc1al organlzatlons'
‘\zhwhlch are funded 1n large part by the us and other 1ndus-‘s

"trlal natlons 1n the North.,,‘

When former Pres1dent George Bush called for the estab—r}f-'”

‘llshment of a NWO he made a commltment to prOJect or force



American democratic and human“rights,ideals_into,world
affairs. as a‘result -countries-in the'South as well as in
the North (malnly Japan and Western Europe), feel there is a
dellberate attempt on the part of Amerlca to compel them to
adhere to US policies. This is ‘one of the characterlstlcs
of the‘post'cold'war:era.‘-For example,_rn.a February, 1991,
address to the New York: Economlc Club, Pres1dent Bush sa1d
that because the US had taken the leader s role in the Gulf
-militarily, Amerlca s renewed credlblllty would cause Germa?
' ny and Japan to be ‘more forthcomlng 1n the1r economic rela-‘
tions w1th Washlngton % |

The leverage strategy that calls for the Us. to use its
‘military force to compel other states 1n the North or the
tSouth is also one of the polltlcal s1des of the NWO. The
strategy employed here is not new to the US.,»Durlng the 1nh
cold war, the US used 1ts mllltary and pOllthal leveragel
'.agalnst foes and frlends allke. Other countries found it
1rr1tat1ng, ‘but now these same strategles are qulte threat-,;
enlng 1n a unlpolar World.: The uneasy feellng regardlng
Amerlcan leadersh1p 1n the new, un1polar World is belng |
‘expressed in the South. .Although the South is trylng notbto'
-‘alienate‘the NOrth andvthe US‘in particular, fears“confirm*
:that unlpolarlty is not accepted and is even challenged by

| the "1ns1gn1flcant" South. _ ,

At the September, 1992 non—allgned nat1ons movement

o,

fmeetlng, Indone51an‘Presldent Suharto warned:thatgthegNWO__vf*
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d‘ff7to Lyman Sargent natlona,;

”Jfﬂtlsm i

afﬁof US Sov1et confrontatlon made;lt 1mpos51ble for“certaln

‘y'countrles to dlslntegr

'ﬁjlt as a natlonal con501ence, natlonal 1dent1ty and patr10-~»*'

In the post cold war era, confllcts 1n the former

1nto many m1n1 states._ Accordlng ,;w~5”"

sm 1s a complex word.r He def1nes‘fﬁ

-¥pSov1et republlcs and the crlsls 1n the former Yugoslav1a,_7ﬂ'°'y

kﬂiuare clear examples that natlonallsm and ethnlc confllcts are7f_ﬁv

T‘¢“%the ‘wave of the future.l For the South the contlnued eco—*fl":

'tlnomlc and polltlcal d1s1ntegrat10n of thelr countrles 1s

of;‘belng 1nfluenced by 1nd1genous forces._ Durlng the cold war,gi

&f] superpower rlvalry allowed for more protectlon agalnst

f'ﬁV1olence and ClVll wars todaf

'*ngphenomena.. For example,:the101v1l war 1n Yugoslav1a 1s

vh'j"ev1l" natlonallstlc movements belonglng to the other‘campji

;are cons1dered a home-grown gfg.fJ'””'

?ymalnly between the Chrlstlantosnlan Serbs‘and Musllm Bos—’y}j”

“Wfffnlans.f The 01v1l strlfe 1n Srl Lanka and the Punjab shows?;~gﬁfﬂ

’w\,that even w1thout US 1nvolvement 1nternal confl1ct can. beﬂfgf

'cl_‘prolonged and bloody, as does the rellglous v1olence 1n the "




'Gfilc ones 1nvolve two analymfca11delst1nct butfemﬂ

’5jfone hand there 1s the task of creatlng new struc
vf;‘take the1r place.; In pursulng the trans1t10n, the stated

ﬂrf:goal of many transformers 1s to prov1de for a‘more democra
g}vbecause some Southern governments 11ke Egypt Jordan‘a‘d
R Mex1co are trylng to 1mp1ement some klnd of democracy_
“,’whether by adoptlng parllamentary and pres1dent1a1 electl'

:hysor by 1mprov1ng the1r human rlghts record._fmrf;oﬂ

"\yDevelonment

'”'ihypothes1s.b

’f}cy, trans1t10ns from authorltarlan reglmes O’ mor

jRussell Bova 111ustrate

:Tlnterrelated phenomena.t

‘.;1c process of government ”' ThlS observatlon 1s 1mportant

' Polltlcal Power w111 Depend More on the»Level of Economlv

of!tlve 1n the South espe01a11yvw1thout“parall l‘econom c’

7development7 The answer accordlf"

',ggsuggests no.y There are qulte a few examples t

Among them South Korea HH\



F[f}érs;; As suggested bove

:estern style polltlcal systems

jare not the sav orgof

Z"fflrst 1ntroduced.,i"Glasnost" or "openness" referred_to a
| ~fpollcy a1med at 1ncrea51ng access to 1nformat10n,vtherebynfs'”ﬁd°“

’fdreduc1ng the ve11 of censorshlp and secrecy that‘had long

:.Surrounded the Sov1et soc1ety.100 Whlle glasnost and pere-id;f;f

=hstr01ka d1d create an 1ncrease 1n the flow of 1nformatlonjjﬁ}mf"

:~hﬁand 11berty,.1t was the Sov1et leader Gorbachev who ma1n-3ﬁfﬁfmf”~*'

"‘;talned a tight control over 1t ThlS was typlcal durlng thejff3h'3l‘

'gtransformatlonal perlod from authorltarlanlsm to a more open9

fﬂand somewhat democratlc s001ety Some belleved that glas-ﬁ'7f‘ .
"nnost shared some 1deals w1th Western democracy llke the

'Lf“freedom of 1nformat10n act“vln the US freedom of polltlcaljbﬁn

rf'expre531on,’and tolerance toward polltlcal act1v1ty. The

‘example of Gorbachev s perestr01ka 1s relevant because the}ﬁif

' South 1s g01ng through the same k1nd of transformatl‘v?’fromglffh‘

_authorltarlan government to a more democratlc system but

‘,Hw1thout taklng some precautlons, many countrles 1n the Southt*

dto.w1ll d1s1ntegrate llke the Sov1et Unlon. Gorbachev could ‘;ffj

';i:not control the oppos1t10n, thus creatlng a whole 5001ety

’”calllng for hlS oustlng, even though he was the maln force
:‘behlnd perestr01ka..5
In thelr study of Latln Amerlca, Gulllermo 0 Donnell

'and Phlllppe Schmltter found that ‘in every case, the tran51-~"3'



"fftlon began Wlth a perlod of open_ess._

"~’1s often referred to as decompressao (decompre551on) or

'5ifSouth 1s deflnltely not democratlzatlon 1n the Western

ThlS llberallzatlon,

vfapertura (openlng) They mean strengthenlng of the c1vin_‘

:Ljrlghts and llbertles of 1nd1v1duals and grouplfand guaran—ajwa"

-ltees of protectlon from State power f

f'what the South 1s 901ng through’lsf

_:Whlle there 1s a’ clear 31gn of departure from old polltlca

fypractlces, llberallzatlon of the po 1th'l systems 1n the?% _ :

fvsense.y Democracy 1nvolves more than lettlng people have

5y5some access to 1nformatlon. Democracy means holdlng rulers}~“57“

fvslto the West (North) and what methods of trade are 1nvolved

“-ﬂfh(capltal1sm) However,‘ln some 1nstances, repres51ve rule”

.i,and leaders accountable to thelr people and allows for the»f?if3":”bw

.-peaceful removal of governments from power{ ‘As Adam Przewég

iﬁorskl has noted

“g;rulers must llve w1th the fact that polltlcal

' competition is. uncertaln and unalterable except o
~ through ‘another" round of equally uncertaln demo- f‘
'"]cratlc pOllthal struggle.??f ﬁ»__i-v : :

“_fIn conclus1on, the post cold;war era has establlshed afffffffi h

511nk between a free market economylandvdemocracy., Th1s 1s"[f“‘v

- qulte clear.‘ For home the new deflnltlon of democracy 1n g

"fthe post cold war era w1ll be in- terms of alleg1ance‘5 Sovth’:

'afls needed to malntaln the stablllty of a free market econ,

lfﬂ:my. For example thlle under the one-party rule :Chlna has

”d»jfjthe fastest grow1ng economy 1n the World ' ThlS 1s to say




that the post cold war era is based on American dominance.
At the same time economic development will determine rela-

tive political power for centuries to come.
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'[d;bThe Economlc Characterlstlcs of the Po
llef]Internatlonal communlty 1f they don’t adopt democratl*

d”ftlme, countrles w1th closed economles, llke V1etnam and

*gCh1na, cannot get access to 1nternatlona1 f1nanc1al orga—f

CHAPTER SEVE

-old War Era

Governments‘lnlthe South face exclu51on from the new

'1Tpr1n01ples and llberallze the1r economles." At‘hhe}sam

;'f’nlzatlons such as the IMF and the WB.Y W1th the collapse offfﬁf'
"Commun1sm came the collapse of command economles that fol—.ﬁlrf;l

tylowed the Sov1et model.a Leaders 1n the poor countrles of

llithe South are under pressure to adopt certaln 1nternatlona

'“unorms 11ke economlc llberallsm and polltlcal democracy i3, f&*ﬁqgvh:*

vﬁ?The warnlng 1s clear.v Keep the state from 1nterven1ng 1n f’
typthe domestlc economy and open the economy to 1nternatlonal'”ff7
.:markets, otherw1se obtalnlng credlts and loans from the'"r

'IMF the WB and the US w1ll be extremely dlfflcult.f There—ﬁ”af

L ‘fore, the maln economlc characterlstlcs 1n the present and

“f7‘1ng “the. concept of Western style democracy and capltallst

f_-future era is that soverelgn states ‘are challenged by 1mpos—:fﬂuav

fh-free market economy.waat1onal or. domestlc 1nterest must now,y;%

efcompete w1th the 1nterests of countrles and f1rms outs1de a

o J01n Economlc Blocks7

The wOrld 1s mov1ng rapldly toward the formatlon of oif‘ad

”;economlc blocks.y Three maln blocks ex1st today.» The Euro-]ff"'
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'”~?stand in relatlon to past decades

””5hwas $440 bllllon 1n 1989 up from $180 bllllon just flve

f;,fments compared to $52 b1lllon in: the early,wn

”ﬂ7ff5equ1valent to 15 percent of the World merchandlse trad'}

'f'capltal mob111ty w111 g1ve a clea ?plcture of whereyth1ngs
"Accordlng to Jeffrey

v lfFr1eden net Internatlonal bond and commer01al bank lendlng

jsyears earller. Capltal outflows from the thlrteen leadln

fr71ndustr1al countrles 1n the North averaged $444 bllllon,

"f51989 w1th almost two—thlrds con31st1ng of portf%'iofinvest:;fwf~’

"twt‘thlrds of these 1nvestments’cons1sted of ,1_

7:Fore1gan1rect Investments (FDI) ipapltal outflows were

_1989 1990 1n contrast“to seven percent earller 1n th |

'ljndecade 105

These data suggestpthat technology has made 1t pos51blef







pdliticai implicatidnsffor the South;‘ In this view, Joshua
Goldstein providesva typical Northernvﬁiew of how economic
development should be conducted in the South.' According to
Goldstein,.econOmiC development isrbased_oﬁ accumulation and
the creation of,Wealth'(capital) such.as buildings, roads
and so forth. In order for human populations and their
capital to grow, they must provide an economic surplus by
using capital to produce more capital."” But what this view
ignores is the fact that most Southern countries, like in
Africa, lack sufficient infrastructures to begin with.
Southern countries borrow heavily just to provide fer the
creation of an infrastructure. Yet as we have seen this
kind of spending does not necessarily provide profit. Often
enough, more debt is simply incurred just to pay off the
original debt for non4profit infrastructure projects.

Basically, the South will continue to lag behind the
North economically, even though economic growth rates con-
tinue to be higher in the South than the North. This is due
to the large accumulation of wealth in the North that allows
for more efficient inveetments in a stable financial and
political environment. |
Dependency Theory

Many economists argue that the increased gap between
the rich and the poor is due, in large part, to the fact of
Southern economic dependency. Dependency theory refers to

the development in the Third World (the South) is dependent
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“frfion the development 1n the already developed natlons.,;a

' *fffﬁtlcs of the post cold war era Wlll dlrect capltallst deve

*‘f{patterns of developmentm‘nfthe South.: Celso Furtado,

’pand Latln Amerlca (the South":];pe01allzed in prlmarhﬁprod’
f_ucts whlch are controlled by forelgners whlledl portlﬂ

lldﬁconsumer goods from th"West (the Core) From the early |

-f days of the post colonlal'era there was a clear warn1ng

;;from the emerged consumptlon patferns that had taken effect

Unfortunately;for the South the econom1c'charac3ir1

'“;hopment product1on to Serve external rather than domest1c

'7‘needs, 1 e.,'encourage perlpheral capltallsm.: Moreover, the7

“_North w1ll contlnue to explo‘t the South and w1ll ntervene




h.._factors that contrlbuted to"unde_development 1n the,s th
."Jf;natural resources llke 01lc -

;.‘f[Bombay tofblame the'U wfo

7@;§th;s 1s not the whole stor

"rhshls/her standard of 11v1n

'~t10ns

"97ipolltlcal openness 1s close'lyttled t°

*iﬁmllltarlly, as we.have'seenxdurlng the Gulanar:Cr1s1s of

fff1990 1991.‘ But to xe_dep;;dency for underhevelopment of

"Ethe South 1s not entlrelﬂ correct i There'are also 1n'erna1“]

‘and a. lack o

'[}malnly weak polltlcaSVleader h1p,”corruptlon,

It 1s easylfor thfﬂaverageblnd1v1dual 1n Calro 0

“ftrles see capltallsm as;

‘Hof 5001ety

.”frfEconomlc leerallzatlon anrnIts Effect on South South Rela-‘

"f In the South the NWO createda>n enwlronment 1n'wv"

‘conomlc llberallza



‘?Q,transformatlon.; g

'fﬁtSouthern Governments Should Jntervene

'“?1D1rect Economlc Development

'in the Economy’ t

Forelgn 1nvestme ts. are the

ziifa01ng the leaders in thq Sou



'*;;fundamentallsm 1n the M”ddlrfEaSt{t

. ”frole 1n dlrectlng economlc development.d

| flc development 1s belng'applled o»every Southern: . countr

’ﬂgrounds.‘ The results should be no'surprlse, re 1

The IMF and the“' WB

lhAs1an dragons (Slngapore, South Korea Talwan and Hong Kong)ffﬂ"i”'

7“have proved that 1nterventlon1st methods 1n 1ndustr1al fi

,pollcy and trade protectlon have been the key to the drago—fﬁs iy

E n 'S success,”leadlng to low 1nflatlon, competlpfve exchange

:v‘rates,pand a hlghly—open trade reglme “lf Interventlon-uth

e“7cr1tlcal durlng the early phases of ec Momlc transformatlon.j

"ellte." Addltlonally, 1ntervent10n w111 expand Rese



compete globally.

The new 1nternatlonal political economy 1n the post

cold war era will allow government 1ntervention to be based:."

on patterns of trade and 1nternational relations, Wthh
promote integration of today S World;economy.~ That is,’"b‘\
Southern governments mnstfnot sanidize”non-competitive'
industries in the‘form of tariff rebates, fiscal 1ncentiveS’
and others. Sub31d1es are solely to be based on performancei
and profitability. The government_of Taiwan offers a clear
.example of successful g0vernmentbinterVention policies. IﬁJ
has used an array of mﬁtually reinforcingymeasures to'help |
selected parts of selected industries. For instance, underl
certain conditions, the tariff on imports'of machinery and
_equipment was rebated. These rebates included the require—o
ment that the}machinery would be used to make products that
met performance standards.“l

The early part of the post cold war era (1990’s) will
be a testing ground for the future. International financial
organizations are pushing the South to adopt American styles
of capitalism, that adVocate;government non-intervention.
Non4intervention’0n the part of'Southern governments_is‘very»
risky, though economic development cannot be sustained by
having cheap labor’and resources.'.Yet intervention Will
only succeed if it is a part»of a larger econonic strategy,f‘
which looks at the complete process of‘deveiopmenti The NWO

will create an environment in which more and more countries
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“Vlglmpact

m."vterlstlcs of the Post Cold War Er :

"ft-Mlgratlon to the North
"N”North and the South 1s the problem of m1grat10n. :Poor

ijﬁlc need.; They w1ll be search1'7

ff;gbetter economlc opportunltlesv

lﬁﬁf1991 Iraq s. persecutlon of Kurdlsh rebels sent large num—:

”"Ullsfrom the;South.“ However,fmost of thelr efforts were unsuc; ﬁ

Jd7ialleged human rlghts Vlolatlons 1n many countrles 1n the

'IfsSouth. As a result of the large number of 1mm1grants, a .

';w1ll 1ndustr1allze. Thls”economlc 1'tegrat1_n gTj

age rapld economlc development regardless of ltS soc al

' 5001al Problems and Its Relatlonshlp to*the Economlc Charac—

One of the 1mmed1ate socgal problems fac1ng'both the

'people of the South w1ll mlgrate_to the North dueitowecono

"fé?réfbéﬁterlliféféﬁdéf

the North._.Thefnumberiof

'f@are descrlbed as economlc 1m‘1grants.; The polltlcal effectsii“’

ntbers of Kurds to Turkey.: In turn, Turkey closed 1ts bordersffgy‘fj

‘_?to aV01d deallng w1th the burden.v Most countrles 1n‘the

“~mNorth llke Germany and France, tr1ed to 11m1t 1mm1grat10n

“ffcessful due to the large number of 1mm1grants and the ,f

"v,.‘grow1ng sense of resentment starts to appear among dlfferenthf

t~}groups of people 1n the North. In fact the only way to_;;if{°hi7””







"*ffV ,e2ue1a-; The'US3unllaterallY,rGQU1resr 1n the Marln

'“ﬁf;try could. AsﬂaifeSult”HVenezue a ‘




. f[ls also talk about creatlng a Medlterranean Econom?

I'mefthe North howeverlx

e developed markets of the North due to hlgh tarlffs and

'711f1ncreased competltlon w1th the economlc block.upff’”

17':f,West and the US 1n partlcular.“ In order for the Sout

i_]hbe 1n place before p_”

For: exampve, there is-a

fgthat 1ncludes North Afrlcan and Southern Europea”

countrles

““iillke France, Italy, Greece andas'aln.~;p“d7

Tradlng blocks brlng pos1t1ve resultsg;or countrlesnln e

_<Southern products such as'agrlculturaldu,

"lf_and manufactured products, w111 not be able to penetrate thehv

The polltlcal economy of the post ‘old war eraFSouth

';w111-depend on polltlcal and economlc;allgnment w1th¢khm

'-:”surv1ve economlcally, Amerlcan-styleacapltallsm w_,l have top

bfﬂvcal ass1stancedcan be prov1ded by the IMF and WB




. CHAPTER EIGHT _"

*”Pollcv Recommendatlons for the South°"How*tO'Prosper’rn'theﬁu‘

31NW¢ e

'v’ People 1n the South have to reallze that thelr economlcfvd :

and polltlcal development and welfare are closely tied to anﬁ)_:,g“‘"

vdllmprovement 1n the South's relatlonshlp w1th the North Theﬂ_;fld

.,isouth needs the North as a market for 1ts potentlal exports i

v'_:tllke raw materlals, whlle the,North 1s the only suppl1er of o

:fessentlal 1mports llke machlnery, technology and capltal for:‘;f;;

'l‘domestlc productlon and consumptlon.v.i°:'v‘

The perlod of post cold war and the NWO promote two fﬁ'”"‘

ymaln themes, the spread of polltlcal democracy and free,_af‘
Jlmarket economy 1deals all over the world However, for the"
5&SOuth 1t 1s dangerous to adopt Amerlcan style of democracy
:fpbefore the economlc development process 1s functlonlng
TTherefore, polltlcal reform must precede economlc adjustmentﬂ.;
Uand 11bera112at10n, to ensure soc1a1 stablllty 1n Southern “,T
vcountrles. : | S PR ) ‘ . v
Y:Alternatlve Polltlcal Solutlons“ 7
b' | SlX prescrlptlve solutlons w1ll be 1ntroduced for the“;
‘yl;problem of the development of the South in the NWO.,«u"

fvﬂl;ij There 1s a need for a strong polltlcal leadershlp in

"if the South characterlzed by a heavy-handed and “clean" gov- B

V',ernment ' The NWO created an env1ronment in whlch countrles,*v'"’

ujespe01a11y 1n the South are on the verge of dlslntegratlon.fr“b

’”rfIn Afrlca, for example, the concept of the soverelgn state
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| "-ﬁsube 1n place. r*f;f;ﬁfgyd

‘”gfig why there is a need for‘a stro‘

‘;yéi Polltlcal leadershlpbln the South has to 1mplement and SR

pfeader and government togj}ﬁ' o

;M'enforce strlct laws agalnst polltlcal and flnan01al corrup-n,@f;ffyf

"tlon. Immed1ate presentatlon and Stlff penaltles,vllke the mfb“c"'

't:cydeath sentence, are needed for 1nd1v1duals who have taken

'7Jf\to rob the people.f

"fadvantage of thelr polltlcal pos1t10ns and economlc statusfl,fldh

gThls may be des1red to create an env1—wf}g}f

"ronment of justlce among the people in. the South. Corrup—;s77ﬁA*f“’

f“Vftlon 1n the South has many explanatlons. Over centrallza—ggccfﬁ'

E fgtlon of economlc act1v1t1es 1n the hands of the government,,t'”

drf01v11 servants have 11m1ted admlnlstratlve capab111t1es, andjfj

("-ffunenforced tax laws, prov1de fert1le cond1t1ons for corrup—

‘Tk%tlon 1n the South.f ngher standards of 1ntegr1ty 1n publlc o

' il1fe on the part of the government workers could enhance theyf"“ip

kfﬁconfldence of the people 1n thelr government
ddfj{tﬁ Polltlcal reforms 1n the South must be representatlve o

ih!;of the people S v1ews and asplratlons.u 0ppos1t10n groups T

\l'have to be allowed to partlc’pate 1n a polltlcal dlalogue

few1th the government w1th,;he ba31c understandlng that unltykci

fand natlonal 1ntegrftyuhave to be preserved., Thls, in turn,lgjfg;.»ﬂ

‘Ngw111 encourage popular”part1c1pat10n 1n the country s pollt—*yhu*"w

i 1ca1 process.; ThlS 1s contrary to popular bellef that

"consultatlon and dlscus51on w1ll 1mpede effectlve de0151on



making;
‘4Q' There is a. need to 1mp1ement a far—reaching program to jf
modernlze the ClVll Serv1ce sector, a ma]or employer 1n the

‘ South Greater empha81s should be glven to the tralnlng of
qualifled admlnlstrative and profes51ona1 01v11 servants.
Bureaucrats are the backbone of any klnd of politlcal or

: economlc reform.' Wlth an 1nflated and 1nefflcient public .
‘serv1ce sector, de01s1on making from the top w1ll dlscredit
the whole concept of government plannlng and 1ntervention‘as'
an effective tool of social management.

'5.' Development of a mechanlsm or a framework to address
government accountabllity to the people and the state w1ll
lead to decentralizatlon of government thus pla01ng power
1nto the hands of 1ndependent bureaucrats. - Reforms along |
these‘lines can help the political leadership‘in the South:
‘gainvmass‘support for its economic reformS‘that will’follow.
6. Political leadership in the South has to be careful v
‘when'introducing democracy to,their people. The regime'must
commit itself to rapid economic;development.' However,
democracy is most‘successful when an economic development
process is functioning. Thus, democracy has to be intro-
duced in stages,and‘according to‘the degree and level of
economic progressvthat will ensure,political and econonic
stability in the country. For example, democratic systems
were restored in the late 1980’s, in some Latin American

'countries 11ke Chlle, Peru Venezuela and others. However
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‘these new:democracies were:

g g;the Western modeﬁﬂv

Algerla, for ex ple' tr1ed :Ofopen w1deﬂiﬁﬁ'”'

enough attentlon to th

‘a[flts‘pol1tlca

“ﬁ?fgrecommendatlonsﬂsuggested wb

“lect ons were held 1n

f.1992 and‘the Islamlc Salvatlon Front?(FIS) won the electlon.ff

fThls party 1s malnlﬁ controlled by 1nd1v1duals profess1ng

'lﬂﬁfIslam as a gulde’to.power.;‘Were fundamentallst rel1g10us

””l?movements throughout the MlddlehEast to take power through ij:

sp{democratlzatlon, 1t 1s certalnly a poss1b111ty that they
“mlght not permlt electlons to take place 1n the future.w_f"""

'V;*fThls is a contradlctlon because Islam emphas1zes consulta-'j

i?;tlon (Shura) as a means of governlng people.: The post cold_,ffp

"»7war era has helped g1ve r1se to separatlst and extremlst

h*fmovements, many of whom w1ll'exp101t the democratlc processilff”

:P~and thenfenforce'a;(1ctators 'on the people of the coun-*‘u‘

fpoll,Ical reforms'mustfprecede economlcf-‘ h

‘a;reforms. Economlc development and 1ndustr1allzat10n 1n the,&*<5

1n large part on'how successful the

hsiuSouth w111 depend*
"ffgovernment and polltlcal leadershlp 1mplement polltlcal’kw

"ffreformsyu The transformatlon perlod from the one party




fjsteplls‘to search for a group of well educated and quallfled*-””li

'u;fcandldatesrto prov1de‘ftab11lty and sense of contlnultfhto ki

xdthe process of pol1tlca1 anddeconomlc reformS»"

V'-"lmm_m_ﬂgcw_cwmm

W1th the 1ncreas1ng 1nternat10na1 exchange of goods a'
”Tfserv1ces, the North 1s trylng to flnd new customers.‘ The

T;only way for Northern companles to expand 1s to penetrat

‘?guntapped markets of the South ‘”Therefore, 1t 1s 1n the bestvffl-'“"

”Fjlnterest of the North that there 1s an 1ncrease of economlc“

ﬁfdevelopment 1n the South s1nce the stablllty of the North

H.nrfcannot be susta1ned over the long run w1thout solv1ng pover—i‘

'ty and underdevelopment 1n the South.»“‘h' L,
The new IPE of the NWO offers two contradlctlng econom-fﬁ""
'f;lc trends. One trend 1s toward a. closer 1ntegratlon of the.nf

",1ndustr1al North (G? Natlons Wthh 1nclude US Japan Germa—f?f‘

’f,”ny, UK France,:Italy and Canada) The seco dfprend 1s the e

‘ffpotentlal lelSlO of,the NOwth‘lntO three competlng econom—{:p

*ﬁfjlc tradlng blocks (NAFTA EU xand APEC) ' Each block 1s
1nterna11y 1ntegrated but membershlp 1s not open to other g

tivcountrles out51de a. spe01f1c block As the South 1s not

“lﬁ‘lncluded 1n these arrangements,,economlc development w1ll

;depend on Southern solutlons._ W1th th1s 1n mlnd Southern h




economic development will have to follow a well-defined
macroeconomic strategy of reform. What follows, is a six-
part prescriptive economic program for development in the
South.

X Governments in the South will have to start selling of
State-Run Enterprises (SRE) that are losing money. Accord-
ing to Malcolm Gillis and Dwight Perkins, a state enterprise
consists of an enterprise where government is the principal
owner or where the state can appoint or remove the Chief
Executive Officer. 1In addition, SRE produces or sells goods
or services to the public, where revenues are to bear some
relationship to the cost.'"” SRE are common in many Southern
states like China, India, Egypt and Brazil. Most SRE are in
large-scale manufacturing, public utilities (electricity,
telephones, gas and water), and transportation.

In the developing South, SRE were initially created to
serve specific objectives such as providing employment and
economic development and avoiding private monopoly over a
specific sector in the economy, like oil. However, SRE have
functioned well below their potential of achieving rapid
economic development. The state failed to generate adequate
internal resources to finance the expansion of basic servic-
es such as medical care, education and infrastructure.
Therefore, privatization has led to greater efficiency,
particularly, if the state’s management capacities are

severely limited. According to The Economist, Chile Tele-
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?jcommunlcatlon Company Telcom

d ubled 1ts capa01ty w1th1f‘

\f_four years of prlvatlzatlon.“ff Governmentvlnterventlon 1n }H A

'*},fthe prlvatlzatlon proces ffm

,_.,patterns of competltlon, regmlatlngimPHOpslles and eas1ng ffﬁ““"“

"_iemployee fears of prlvatlzatlon by offerlng adv1ce,‘1n whlchffbyi

t*jifunlons can negotlate favorable terms for workers w1th the

’fnew management

”‘ffzgf‘ The tax system must be reformed 1n ways that would

~i;produce hlgher revenues for the government The new tax
':system must be s1mple to understand by the common Southern‘
“Tlnleldual., Then broaden the tax system to 1nclude other
,7sources, such as: sales and property taxes, from whlch tax 1slf1ff'*
" 'collected.; The new tax system must be applled in a. falrer;f*’
way among all groups of 5001ety.> In the Southern countrles,

'“*the bulk of the 1ncome tax revenues come from government

nbffemployees, whlle bu51nessmen or. the ellte take advantage of

"loopholes in the ex1st1ng tax system to av01d paylng thelr
'falr share 1n taxes. T ‘ |

Any reform of the tax system should alm for g1v1ng tax

- credlts to small bus1nesses (entrepreneurs), forelgn flrms,

_Qespe01ally those worklng on 1abor-1ntens1ve prOJects 11ke :

S 1nfrastructure and textlles.f Also have the tax system

ﬂ:encourage local proces51ng of raw materlals and export of

: ”processed products, s1nce exports are the maln source of Lo
,earnlng hard currency for the government Preserv1ng the

-env1ronment and promotlng economlcal use of natural resourc—




'*_1 es by the pr f ‘sector should also

‘7 5al1Y thevpoor around so v1ng“




‘glgovernme t 1nterference 1sinecessary’f The government must




;icompanle, to ens'reieconomlc growth and Stablllty The.;offfiﬁfff"'

”‘term consequences_of_flscal and free exchange rate pollcles{j

‘ﬂiFor example, currency devaluatlons can lead at least tempo—fff**ﬁ

r,rarlly, to rlse 1n unemP10Yment 1nflat10n and a decllne 1n AR

lstandards of 11v1ng

'.",63 Empha51s should ‘e placed on South—South econom1C-?‘°ﬁﬁ"”f“

: cooperatlon. Trade barrlers among Southern countrles ‘at

sleaSt in: the same reglOn,,must be llfted,”?Some Southern o

':_fjcountrles, 11ke the 011—export1ng countrles of the gulf

-'Vhave to extend a helplng hand to help poorer countrles 1n

:‘{the South.; South—South cooperatlon can take the form of

",‘some Southern countrles unlted in. a551st1ng other Southern u»fv"v

“countrles 1n 1mp1ement1ng SAL programs to negotlate effec—f

”ﬂftlvely w1th the IMF and WB. J01nt ventures among Southern S

".sttates in strateglc 1ndustr1es llke 01l€”transportatlon and i

‘h[jagrlculture, can further enhance the productlve potentlal of}”'v

“;countrles 1nvolved and 1ncrease trade.

The North should v1ew South South cooperatlon as an ?ffV

f”*opportunlty, not a threat.j When the South becomes economl-ﬁl}’

”:cally and polltlcally developed there 1s certalnly a poss1—ﬁp-"

fblllty of a. Splll over whlch w1ll contrlbute to prosperlty



*;and‘peace‘in the‘North.m In conclu51on, economlc development
1n the South depends on a more actlve role for the govern-~'

'ment in the economy of balan01ng domestlc needs w1th 1nter-j

o‘natlonally—lmposed norms and 1deas.-




South
North
'NWO

IPE

GNP /GDP
‘10

UN

IMF

IBRD

OAU
OAS

OPEC

SAL
LDC
“MNC
DPG
FI
PQLI

Glasnost

Capitalism

The Third World.

- GLOSSARY

The less developed World.in
Afrlca, A31a and. Latln Amerlca. :

The developed World. The Un1ted States,
Western Europe and Japan.

The New World Order.

International Political Economy.

eGross National Product/Gross Domestic Product.

International Organizations.

United Nations.

International Monetary Fund. -
International Bank for Reconstruction‘and
Development or commonly referred to as The
World Bank [WB].

Organization of African Unity.

Organizationvof‘American States.

Organization of Petroleum Exporting
Countries.

Structural Adjustment Programs.
Less Developed:Countries.
Multi—National'Corporations.
‘Defense Plénning Guidance.
Foreign Investments. |

Phys1ca1 Quality of Life Index.

Increa51ng>access.to 1nformat10n and

political openness in the former Soviet Union
during the Gorbachev Era that started in 1985.

Private ownership of capital that relies on
market forces to govern the distribution of

.goods.
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