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Recent debates about globalization among decision makers and social scientists have

coined the term "pathfinders of globalization" (Harss and Maier, 1998). A good segment of the

international social scientific community would be in accordance with such a role-description,

while an equally important and growing segment of the social scientific community would

vehemently oppose the basic axioms of globalization in its present form.

Conventional wisdom of the "Washington Consensus" has it that it is always the

periphery or semi-periphery country that got it all wrong during a crisis, like in East Asia, Russia

or recently in Turkey and that a good combination of economic freedom, privatization, tight

monetary policies and above all private foreign direct investment will "fix" it, once the forces of

the market are properly at work.

The "Washington Consensus" has been summarized by Raffer (pp. 305 - 323 in Tausch,

2003) as to represent the following policy priorities:

1. Fiscal discipline: a primary budget surplus of several percent of GDP

2. Public expenditure priorities: defined as re-directions of public expenditures

towards fields with high economic returns such as primary health and education

3. Tax reform: cutting marginal tax rates
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4. Financial liberalization: moderately positive real interest rates and the abolition

of preferential interest rates (such as for developmentally useful or socially

demanded projects)

5. Exchange rates: unified and competitive

6. Trade liberalization: abolishing quotas (replacing them by tariffs) and reducing

tariffs to a uniform low level within three to ten years.

7. Foreign direct investment: equal treatment with domestic firms. The World

Bank calls this the elimination of barriers. This principle is also enshrined in the

WTO treaties

8. Privatization

9. Deregulation: abolishing regulations aiming at achieving developmental or

social aims

10. Property rights: must be guaranteed

The counter-position, advanced by globalization critics, environmentalists, liberation

theologians of all denominations, and - most recently - dissidents from the once homogeneous

neo-liberal camp would hold that unfettered globalization increases the social gaps between rich

and poor both within countries as well as on a global scale. Most of the adherents of this camp

would share the view proposed by Cornia and Kiiski that income distribution in the world system

has worsened during the period of globalization.

The idea that economic and social progress is not linear has many implications for the

ascent and decline of nations in the world system. The clearest proof of discontinuous

development in our age is the real income at purchasing power data series available from the

international developmental institutions. Large parts of our globe were once richer, in real terms,
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than in 2000; a great number of countries experienced real decades of economic impoverishment

over the last 1/4 of a Century. The UNDP 2002 electronic data base easily permits such a

calculation from 1975 to 2000. The UNDP data tell you in which year since 1975 the highest

income was reached. Normally, you would expect that a country had 25 years of progress since

1975, but this is not the case. Many nations reached their maximum national average welfare in

the 1980s, several of them even before. When you subtract from the number 2000 the year with

the highest real income since 1975, you arrive at a global map of development failure since 1975,

and you arrive equally at a map of the failures of globalization since 1975. 63 nations lost 10 or

more years of their development; and only 70 of 159 ranked countries had their highest average

real welfare level in 2000. The record holders of development failure in these terms (20 or more

years lost) were the following 26 countries: (Angola, Bolivia, Central African Republic, Chad,

Côte d'Ivoire, El Salvador, Gabon, Ghana, Guatemala, Haiti, Honduras, Iran, Jamaica, Kuwait,

Madagascar, Mali, Mauritania, Namibia, Nicaragua, Niger, Nigeria, Saudi Arabia, Senegal,

Togo, Venezuela, Zambia).

The Latin American social scientist Osvaldo Sunkel first proposed in his essay

'Transnational capitalism and national disintegration (in Latin America)' the still provocative

thought that transnational investment and integration might go hand in hand under certain

conditions with an increasing relative social polarization between rich and poor in the host

countries of the evolving transnational system and on the international level. While debates

abound, hard-core social scientific evidence on the contradictory effects of globalization is

needed more than ever before.
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The Intense Debate about Globalization and Social Welfare in the World System

On the surface, there seems to exist a certain kind of agreement among the political and

the research community world wide that globalization since 1980 negatively affected the lives of

around 1.5 thousand million people on earth, whose per-capita incomes were lower than in

earlier decades. These 1.5 thousand million people live in around 100 countries; while 15 nations

experienced rapid capitalist development over the last decade (UNDP, 1996, 1997).

No question that the world economy is characterized at present, as happened in earlier

periods, by a quantitative and qualitative jump in the degree of globalization (Arrighi and Silver,

1999; Boswell and Chase-Dunn, 2000; Cornia and Kiiski, 2001). Luttwak defines this present

phase as 'turbo capitalism' by private enterprise, liberated from government regulation,

unchecked by effective trade unions, unfettered by concerns for employees or communities, and

unhindered by taxation or investment restrictions. Globalization is generally understood to be the

growing transborder flow of goods, services, capital and labor. The following UNDP 2000

numbers might illustrate this:

* World exports are more than 21% of world GNP

* Foreign direct investments are above 400 thousand million $

* Daily currency exchanges are 1500 thousand million $, i.e. the annual world

currency trade is 18.6 times the yearly world GNP

* International bank credits are above 4200 thousand million $

Summarizing the unique UNCTAD World Investment Report 2002 data base, freely available on

the Internet, one is lead to the following conclusions:

1. there was a tremendous increase in the process of globalization in the 1990s,

but
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2. this process experienced a sharp decline in its growth rate already prior to the

09/11 attacks in New York, indicating a qualitative and quantitative reversal in

the capitalist world economy.

Both inward and outward investments increased tremendously until the year 2000, and

declined sharply in 2001. Also the value of cross-border mergers and acquisitions declined

sharply in that year.

At the same time, it has been established fairly well enough that there is a continuing

phenomenon of world poverty. But what beyond that? Is globalization really the cause of world

poverty? Or is rather the absence of globalization and foreign investment to blame for the

continued misery in countries, say, like Myanmar, while outward-looking policies dramatically

increased the lot of wide strata of the population in countries like China, Thailand and India over

the last decades?

Theories Explaining Backwardness and Disarticulation

After the "ultimate triumph" of the market economy on a global scale (Fukuyama) as the

result of the collapse of Communism in Eastern Europe, an intensive debate about the

development prospects of Europe's Southern and Southeastern neighbors set in.

On a global economy level, neo-liberal authors like Barro; Barro and associates; Crafts;

Dadush and Brahmbatt; Dollar and Kraay and Weede generally tend to think that with the

establishment of "economic freedom" positive patterns of development will prevail in practically

all countries.

Cultural theories of development tend to stress that at present development perspectives

for the large region between Morocco in the West and Iran in the East are not good. Their

principal spokesperson today is Huntington, but also such diverse sources as the UNDP's Arab
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Human Development Report (2002) or the World Bank's MENA Report (2002) tend to highlight

the various development constraints in that region. While the UNDP stresses the lack of

democracy, human resource development and gender equality as the main development blocks,

the World Bank highlights the negative heritage of "Arab Socialism" or past state sector

influence.

Dependency authors by contrast explain backwardness and stagnation by the ever-

growing dependent insertion of these countries into the world economy. Starting with the

writings of Perroux, Prebisch and Rothschild in the 1930s, their leading spokespersons, like

Addo; Baran; Bello; Cardoso; Cordova; Cordova and Silva - Michelena ; Dubiel; Feder; Flechsig;

Frank; Frank and associates; Froebel et al.; Gonzales Casanova; Griffin; Griffin and associates;

Kent; Linnemann and Sarma; Müller et al.; Raffer; Senghaas; Singer; So; Sunkel; and Woehlcke

all would stress the unequal and socially imbalanced nature of development in regions that are

highly dependent on investment from the highly developed countries. Short-term spurts of

growth notwithstanding, long-term growth will be imbalanced and unequal, and will tend

towards high negative current account balances. Many of these authors focused their attention on

Latin America; their leading spokesperson in the Islamic world is the Egyptian economist Samir

Amin.

Later world system analyses - that started with the writings of the Austro-Hungarian

socialist Karl Polanyi after the First World War - tended to confirm and expand this dependency

argument. Capitalism in the periphery, like in the center, is characterized by strong cyclical

fluctuations, and there are centers, semi-peripheries and peripheries. The rise of one group of

semi-peripheries tends to be at the cost of another group, but the unequal structure of the world

economy based on unequal exchange tends to remain stable. Authors from the world system



Alternatives: Turkish Journal of International Relations, Vol.2, No.1, Fall  2003 7

approach, like Arrighi; Arrighi and associates; Beaud; Bornschier; Chase - Dunn; Chase - Dunn

and associates; Frank and associates; Goldfrank; Goldstein; Hopkins; Hopkins and Wallerstein;

Kiljunen; Modelski; Raffer; Ross and Trachte; So; Tausch and associates; Walker; and

Wallerstein tended to discard the "culturalist" explanations, offered by Huntington, and rather

would support the argument that world economic position, and not culture, determines conflict.

Wallerstein comes clearly up in defense against demonizing the Arab/Islamic world and thinks

that opposing forces against the present world order will increase (Wallerstein, 1997:

http://fbc.binghamton.edu/iwislam.htm)

Dependency and world system theory generally hold that poverty and backwardness in

poor countries - like the Islamic world - are caused by the peripheral position that these nations

have in the international division of labor. Ever since the capitalist world system evolved, there

is a stark distinction between the nations of the center and the nations of the periphery. Former

Brazilian President Fernando Henrique Cardoso, when he was still a social scientist, summarized

the quantifiable essence of dependency theories as follows:

* there is a financial and technological penetration by the developed capitalist

centers of the countries of the periphery and semi-periphery

* this produces an unbalanced economic structure both within the peripheral

societies and between them and the centers

* this leads to limitations on self-sustained growth in the periphery

* this favors the appearance of specific patterns of class relations

* these require modifications in the role of the state to guarantee both the

functioning of the economy and the political articulation of a society, which
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contains, within itself, foci of inarticulateness and structural imbalance (Cardoso,

1979)

A rising degree of monopolization in the leading center countries over time determines

that, in order to keep the share of wages at least constant, a rising exploitation of the raw material

producers sets in to offset the balance. There is a massive, internationally published evidence that

speaks in favor of dependency theory. However, it would be wrong to portray dependency

simply in terms of MNC penetration, and to neglect other aspects of that relationship. Such

authors as Singer and Tausch have put emphasis on the resource balance as an indicator of the

weight of foreign saving. Other formulations of dependency insisted on 'unequal exchange'

which, according to one such formulation, hampers development (i.e. double factorial terms of

trade of the respective country are < 1.0; see Raffer, 1987, Amin, 1975, Kohler/Tausch, 2002).

Labor in the export sectors of the periphery is being exploited, while monopolistic structures of

international trade let the centers profit from the high prices of their exports to the world markets

in comparison to their labor productivity.

Neo-dependency and world system schools (see Tausch and Prager, 1993) would fear in

addition that the most recent tendencies of world capitalism will strongly work against high

female employment and create female unemployment, and they would especially expect two

hypotheses to hold

(i) transnational capital marginalizes female labor power

(ii) the dynamics of growth turn away from those countries, where women still

have a strong position on the labor market.

The measurement scale, compatible with such hypotheses, would be the share of women

in total employment and its trade-off with growth rates. The gender empowerment indicator
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series, first developed by the UNDP for the UNO-Women-Conference in Beijing 1995, provides

a further testing ground for the different feminist social theories of world development.

However, neo-liberal thought would caution against such conclusions. Feminism per se

might positively affect development patterns, but it might also work like a 'distribution coalition'

that tries to influence - like all distribution coalitions - the results of the market via political

pressure. Instead of changing the sexist distribution of human capital endowments, and thus

changing the "starting capital" of women in society, feminism, the argument would say, tries to

directly influence distributive relations via politics alone. The result could be - like with any

distribution coalition - long-run stagnation and worsening income and other inequality.

Our theory has to be qualified in one important further respective. Militarism will under

certain circumstances be a 'substitute' for a Keynesian strategy and might have positive

consequences for employment, and hence, perhaps also distribution issues. Apart from that, it is

not entirely clear whether - like it or not - a negative short term or middle term relation between

militarism and economic growth is to be ruled out entirely. Earlier research by Tausch (1993 -

2002) replicated some of the surprising findings by Weede in this respect.

Other schools of thought (Holzmann et al.; European Roundtable of Industrialists) have

stressed recently the importance of pension reforms in a globally aging society as a determinant

of growth and development. Aging societies and inadequate pension systems, and not culture,

economic freedom or dependency alone, are to blame for the negative development perspectives

in many countries. Without adequate pension reform, aging will be an increasing burden on the

comparative growth and development perspectives of the aging richer nations.

Ever since the writings of Colemann (1965), also education should be mentioned among

the determining variables of the development performance of a country. Education and human
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capital formation figure prominently in the "Human Development Reports" of the United

Nations Development Programme as variables which determine positively the development

outcome. For the UNDP it has been self-evident over the last decade that gender empowerment

and the re-direction of public expenditures away from defense will positively contribute to a

positive development outcome.

However, neo-liberal thought would caution against such premature conclusions. Public

education expenditures are still public expenditures, and it is entirely conceivable that in the long

run public education expenditures might negatively affect the development chances of a society,

not because they are education expenditures, but because they are still public expenditures. For

such a theoretical understanding, University reform and University privatization would be

important political steps to achieve a more viable development.

Developing the Research Design

The almost unlimited number of empirical studies on peripheral capitalism and

development on a world level in the B-phase of the Kondratieff cycle from 1965 onwards go

back, in a way, to the classic essay published by Johan Galtung in the Journal of Peace Research

(Galtung, 1971). For Galtung, income inequality, and hence, relative poverty in the nations of the

world system is linked to trade partner concentration of the peripheral country and a trade

structure that relies on the exports of raw materials and the imports of finished products.

Bornschier, Chase-Dunn, and their school later on reformulated the argument: not only income

inequality, but also long term economic growth are being negatively determined by dependency

from transnational capital, to be measured by a weighted share of transnational investment

penetration per the economic and demographic size of a nation. Later essays extended the

argument to other indicators of human well-being, the environment as well as democratic
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stability. Macroquantitative analyses modeled around the dependency/world system school

generally have confirmed dependency arguments. According to these quantitative data analyses,

there are powerful influences at work, which cause inequality and external imbalances in the

periphery. i

There has been a tendency in more recent cross-national research to focus not only on

such variables as economic growth, income inequality and a few other indicators of social well-

being, but to interpret "well-being" more widely to include also democracy, the environment,

gender inequality and human development. Research results by Alderson and Nielsen; Beer;

Bullock and Firebaugh; Burns et al.; DeSoysa and Oneal; Dixon, Fain et al.; Firebaugh and

Beck.; Firebaugh; Hertz et al.; Kick et al.; Korzeniewicz and Moran; London and Williams;

Meyer; Shen and Williamson; Shin, Smith; Tausch; Ward; Wimberley; and Wimberley and

Bello in general terms indicate that there is reason to believe that the march of global capitalism

not only negatively affects the distribution of economic values in the world system, but also of

democracy, human development, gender equality and the quality of the environment.

The present essay is well placed within that tradition, but qualifies these results in

important respects. What are the negative social and ecological consequences of the dependent

insertion into the world economy on a global scale and in the Southern and Southeastern

neighborhood of Europe? Countries as far apart as large parts of Africa and Asia, just as Poland

from 1795 - 1918, did not constitute a national state during the important era of the Industrial

Revolution. Their economies were geared to the needs of others, i.e. their colonizers. The

structural heterogeneity between the different economic sectors on the one hand and the

'modern', export oriented sector, the medium sector and the 'traditional sector' in agriculture,

industry and services, became the main reason for the unequal income distribution in the
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countries of the periphery. Colonial trade, foreign investment in the 19th Century, import

substitution in the first half of the 20th Century, and the new international division of labor that

we observe from the middle of the 1960s onwards did not really change the structures of

inequality in the world system. While mass demand and agricultural structures (Elsenhans, 1983)

were responsible for the transition from the tributary mode of production in Western Europe to

capitalism from the Long 16th Century onwards, periphery capitalism was and is characterized

by the following main tendencies (Amin, 1973 - 1997):

1. regression in both agriculture and small scale industry characterizes the period

after the onslaught of foreign domination and colonialism

2. unequal international specialization of the periphery leads to the concentration

of activities in export oriented agriculture and or mining. Some industrialization

of the periphery is possible under the condition of low wages, which, together

with rising productivity, determine that unequal exchange sets in (double factorial

terms of trade < 1.0; see Raffer, 1987 )

3. these structures determine in the long run a rapidly growing tertiary sector with

hidden unemployment and the rising importance of rent in the overall social and

economic system

4. the development blocks of peripheral capitalism (chronic current account

balance deficits, re-exported profits of foreign investments, deficient business

cycles of the periphery that provide important markets for the centers during

world economic upswings)
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5. structural imbalances in the political and social relationships, inter alia a strong

'compradore' element and the rising importance of state capitalism and an

indebted state class

For this reason, our concept of dependence at least includes three dimensions:

* unequal exchange

* MNC penetration

* the resource balance.

The analysis of development patterns in the 1990s and beyond is complicated by the fact

that capitalism develops not smoothly, but with very strong and self-repeating ups and downs,

called cycles. Our analysis starts from well-known empirical research results of Joshua

Goldstein, Volker Bornschier, and Luigi Scandella on this issue (Tausch, 1997, 1998). Cyclical

fluctuations have also a profound effect on cross-national comparisons of economic growth and

societal development in the medium and long run. What could have been spectacular long-run

growth, in the end might turn out to be just a short run cyclical spurt after a long recession. For

that reason, we include "development stability" among the dependent variables of our analysis.

Cycle time plays, as we already stated, an important role in our approach. Arrighi's

thought is especially worthwhile mentioning here: that the logic of accumulation on a world

scale shifts along time, and that we again witness during the 1980s and beyond a deregulated

phase of world capitalism with a logic, characterized - in contrast to earlier regulatory cycles - by

the dominance of financial capital. Arrighi further teaches us that even a century can be a 'short

run' in the evolution of world capitalism. For Arrighi, there are signal crises of world capitalism

(the usual Kondratieff depressions), and there are terminal crises of the world system, like the

great crash of the early 1340s, which marked the beginning of the Genoese age, the 1560s, which
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marked the beginning of the Dutch era, the 1750s and 1760s, which marked the beginning of the

British era, and the 1930s, which were the terminal crisis of British world capitalist dominance.

Regulation can be successful, like after 1560, and 1930, and deregulation can be successful, like

after 1340, 1760, and - most probably - the 1980s (compiled from Arrighi, 1995).

Tausch, 1998; and Tausch and Herrmann, 2002 reached the conclusion that stocks of

achieved globalization - measured by the UNCTAD indicator transnational investment stocks per

total GDP in 1985 - significantly and negatively affected 15 of the reported 19 development

dimensions in 123 countries with fairly complete data during the period from 1965 to around

1993 - with the development dimensions ranging from economic growth to human development,

gender empowerment, life expectancy, human and civil rights performance, economic equality

etc.

A later and partial replication of these results came to the conclusion that in 134 countries

under investigation with fairly complete data from 1960 to 1995 - including the world of former

Communism - both the UNCTAD variable - stocks of MNC capital per total GDP - as well as a

new indicator of unequal exchange (simply based on the reciprocal value of the exchange rate

deviation index, i.e. 1/ERDI) negatively and significantly affected several development

processes.

Questions of Measurement of the Multivariate Analysis

The choice of the 109 countries was determined by the availability of a complete data

series for the independent variables (if not mentioned otherwise, UNDP data):

* % population, aged >65y, 1998

* % women in government, ministerial level

* (I-S)/GDP (calculated from UNDP; investments minus savings per GDP)
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* economic freedom (Heritage Foundation and Wall Street Journal website for

economic freedom, 2000)

* EU-membership

* Islamic conference membership (OIC website)

* ln (GDP PPP pc)^2 (natural log GDP per capita in real purchasing power

parities)

* ln(GDP PPP pc) (natural log GDP per capita in real purchasing power parities)

* military expenditure as % of GDP

* MNC PEN 1995 (UNCTAD)

* public education expenditure per GDP

* unequal exchange (calculated from UNDP, concept: 1/ERDI; exchange rate

deviation index)

The following dependent variables were used; with pair wise deletion of missing values

each time determining the number of countries entering into the 14 final regression equations:

* % people not expected to survive age 60

* CO2 emissions per capita

* development stability (year with highest real income minus year with lowest

real income) since 1975 (calculated from UNDP)

* ESI-Index (Yale/Columbia environment sustainability index project website)

* Factor Social Development (Tausch, 2001b, calculated from 35 UNDP social

indicators, SPSS factor analysis)

* female economic activity rate as % of male economic activity rate
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* female share in total life years (calculated from UNDP - share of female life

expectancy in the sum of male and female life expectancy)

* GDP output per kg energy use ("eco-social market economy")

* GDP per capita annual growth rate, 1990-98

* human development index

* life expectancy, 1995-2000

* Political rights violations (Freedom House, 200016)

* share of income/consumption richest 20% to poorest 20%

* unemployment (UN social indicators website)

The following countries featured in the analysis: Albania; Algeria; Argentina; Armenia;

Australia; Austria; Azerbaijan; Bahrain; Bangladesh; Belarus; Belgium; Belize; Bolivia;

Botswana; Brazil; Bulgaria; Burkina Faso; Burundi; Cambodia; Chad; Chile; China; Colombia;

Costa Rica; Côte d'Ivoire; Croatia; Cyprus; Czech Republic; Denmark; Egypt; El Salvador;

Estonia; Ethiopia; Fiji; Finland; France; Gabon; Gambia; Georgia; Germany; Ghana; Greece;

Guatemala; Guyana; Honduras; Hungary; India; Indonesia; Iran, Islamic Rep. of; Ireland; Israel;

Italy; Japan; Jordan; Kazakhstan; Kenya; Kyrgyzstan; Lao People's Dem. Rep.; Latvia; Lebanon;

Lesotho; Lithuania; Luxembourg; Madagascar; Malawi; Malaysia; Mali; Malta; Mauritania;

Mexico; Moldova, Rep. of; Mongolia; Namibia; Nepal; Netherlands; New Zealand; Nicaragua;

Nigeria; Norway; Pakistan; Panama; Philippines; Poland; Portugal; Romania; Russian

Federation; Saudi Arabia; Senegal; Singapore; Slovakia; Slovenia; South Africa; Spain; Sri

Lanka; Sweden; Switzerland; Syrian Arab Republic; Tajikistan; Thailand; Tunisia; Turkey;

Uganda; United Kingdom; United States; Uzbekistan; Venezuela; Yemen; Zambia; Zimbabwe
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Our presentation of the variables used in the analysis will be kept to a minimum. Among

the dependent variables, we just mention MNC penetration, unequal exchange and the resource

balance as the three "master variables" of dependency. Unequal exchange is strongest in the

periphery, and weakest in the centers, with the semi-periphery showing medium levels of

exposure to unequal exchange. Foreign saving, for its turn, is strongest in many parts of Latin

America, Southern Africa, in the "new Europe" and in China and in several countries of

Southeast Asia. In general terms, we observe today high levels of MNC penetration in the

"dominion economies" like Australia and Canada, in Western Europe, in some parts of Eastern

Europe, in Central Asia, other parts of the former USSR, in many parts of Latin America,

Southern and Western Africa, in Egypt, in Tunisia, and in China and Southeast Asia.

During the 1990s, penetration by transnational capital dramatically increased in many

parts of Europe (especially in what was described by Donald Rumsfeld, US Secretary of

Defense, recently as "the new Europe"); in eastern Latin America, in Southern Africa, in Central

Asia and in South and Southeast Asia. However, there was a dramatic decrease of MNC

penetration in most countries of the Arab world during the second half of the 1990s. Among the

dependent variables perhaps only the environmental stability index might be not so well known

in the macro-quantitative research community. The ESI Index is a measure of the overall

progress towards environmental sustainability and was developed for 142 countries. ESI scores

are based upon 20 core indicators, each of which combines two to eight variables for a total of 68

underlying variables. It is the first time in the research literature that a single yardstick of

sustainable development has been developed. The picture for the region of the MENA countries

is rather mixed, with Turkey being classified ahead of the United Kingdom and on an equal level
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with Italy. For the multivariate analysis, we will group our variables into the following

dimensions of development:

1 indicator political democracy

* Political rights violations (Freedom House, 2000 )

4 indicators human development

* % people not expected to survive age 60

* Factor Social Development (Tausch, 2001b, calculated from 35 UNDP

social indicators, SPSS factor analysis )

* human development index

* life expectancy, 1995-2000

3 indicators environmental quality

* CO2 emissions per capita

* ESI-Index (Yale/Columbia environment sustainability index project

website)

* GDP output per kg energy use

1 indicator development stability

* development stability (year with highest real income minus year with

lowest real income) since 1975 (calculated from UNDP)

1 indicator growth

* GNP per capita annual growth rate, 1990-98

2 indicators social inclusion

* share of income/consumption richest 20% to poorest 20%

* unemployment (UN social indicators website)
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2 indicators gender justice

* female economic activity rate as % of male economic activity rate

* female share in total life years (calculated from UNDP - share of female

life expectancy in the sum of male and female life expectancy)

These variables are explained by the following predictors:

3 indicators of dependency

* (I-S)/GDP (calculated from UNDP) (resource balance)

* MNC PEN 1995 (UNCTAD)

* unequal exchange (calculated from UNDP, concept: 1/ERDI)

1 variable adherence to the advice by international financial institutions

* Economic freedom (Heritage Foundation and Wall Street Journal

website for economic freedom, 2000)

2 variables world political or world cultural identities

* EU-membership

* Islamic conference membership (OIC website)

1 variable aging society

* % population, aged >65y, 1998

1 variable political feminism

* % women in government, ministerial level

1 variable militarism

* military expenditure as % of GDP

1 variable public education effort

* public education expenditure per GDP
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2 control variables for development level, interacting

* ln(GDP PPP pc)

* ln (GDP PPP pc)^2

We have to start here from the assumption that the basic tools of multivariate macro-

quantitative analysis in political science and sociology are known to the audience of this article

(for further literature on the subject, see Achen; Clauss and Ebner; Huang; Jackman; Kriz;

Krzysztofiak. and Luszniewicz; Lewis - Beck; Microsoft Excel; Opp and Schmidt).

A sophisticated re-analysis of the tendencies of world development in the 1990s should

start from the assumption that the development level has a decisive, non-linear trade-off with

subsequent development performance: poor countries increase rapidly their average life

expectancy or economic growth and they quickly reduce their income inequality etc.

Social scientists interpreted this effect mainly in view of an acceleration of economic

growth in middle-income countries vis-à-vis the poor countries and in view of the still widening

gap between the poorest periphery nations ('have-nots') and the 'haves' among the former Second

and Third World (Tausch/Herrmann, 2002):

(Equation 1) development performance = a1 + b1* ln (PCItn) - b2* (ln (PCItn))2

The same function is also applied to income inequality and the rest of our 14 indicators,

following a famous essay published by S. Kuznets in 1955. Growth and development accelerate

with redistribution, and then stagnate. In general terms, we explain development performance by

the following standard multiple cross-national development research equation:

(Equation 2) development performance 1990 - end 1990s = a1 +- b1*first part curvilinear

function of development level +- b2*second part curvilinear function of development level +-

b3...*transnational investment per GDP (UNCTAD) mid 1990s +- b4...*unequal exchange
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(1/ERDI) +- b5...* foreign saving +- b6...* military expenditures per GDP +- b7...* aging +-

b8...* public education expenditures per GDP +-b9 * membership in the Islamic Conference +-

b10 * European Union membership +- b11 * economic freedom

In the following, we will present our results about the effects of globalization in a multi-

variate perspective.

The Final Results for 109 Countries

In general terms, several but not all aspects of the presented theories are confirmed, while

other central assumptions of both the "Washington Consensus" and of its dependency theory

counterpart are rejected. Also, theories about aging; feminist theories; human resource theories;

military Keynesian theories/peace theories (i.e. theories maintaining that militarism has a very

bad effect on long-run development); globalization critique and international economic

integration theories have to tally with both positive and negative effects of their key indicators on

different measurements of social, environmental and economic welfare, indicating that the time

of the "quick fixes" has definitely gone and that contemporary development realities are very

complex indeed. It should be noted that in this and in the following presentations, we already

considered duly that "good effects" are "good effects" and that "bad effects" are "bad effects"

when presenting our results; i.e. a development strategy that increases, say, under 60 mortality

rates, is a bad strategy and thus has negative effects.

Aging is part and parcel of the structure of industrialized societies, East and West. Aging

contributes to a generalized scarcity of labor, which in turn leads to improved distributive

relationships between the rich and the poor. However, several negative effects must also be

considered properly - especially the negative effects of an aging population structure on the
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process of human development, which is basically the dire consequence of unreformed pension

systems (Tausch, 2003).

aging % population, aged >65y, 1998

• GDP output per kg energy use (eco-social market economy) - positive effect

• female economic activity rate as % of male economic activity rate - positive effect

• share of income/consumption richest 20% to poorest 20% (income redistribution) -

positive effect

• unemployment (UN) (employment) - positive effect

• CO2 emissions per capita (Kyoto) - negative effect

• female share in total life years - negative effect

• % people not expected to survive age 60 (survival) - negative effect

• life expectancy, 1995-2000 - negative effect

• Factor Social Development - negative effect

• human development index - negative effect

Political feminism has an aggregate positive effect on many phenomena of human and

ecological development, but it fails to transform political power into improved employment and

distribution structures. This is due mainly to the process of distribution coalition formation,

featuring so prominently in neo-liberal theories of economic growth (see especially, the writings

of Weede).

political feminism % women in government, ministerial level

• CO2 emissions per capita (Kyoto) - positive effect

• female share in total life years - positive effect

• % people not expected to survive age 60 (survival) - positive effect
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• life expectancy, 1995-2000 - positive effect

• Factor Social Development - positive effect

• human development index - positive effect

• GDP output per kg energy use (eco-social market economy) - negative effect

• female economic activity rate as % of male economic activity rate - negative effect

• share of income/consumption richest 20% to poorest 20% (income redistribution) -

negative effect

• unemployment (UN) (employment) - negative effect

As one of the three main indicators of dependency, the reliance on foreign savings eases

the distribution burden against the poorer segments of society during the accumulation process,

but it has several negative effects on a variety of other development processes, including the

environment and political democracy.

foreign saving (I-S)/GDP

• share of income/consumption richest 20% to poorest 20% (income redistribution) -

positive effect

• CO2 emissions per capita (Kyoto) - negative effect

• human development index - negative effect

• ESI-Index (sustainability) - negative effect

• Political rights - negative effect

Economic freedom increases the rationality of the societal resource allocation and leads

towards an improved development stability but it fails to resolve two basic issues: overall

environmental stress and societal sexism in the employment sphere. Unfettered liberalization

hurts women as the more vulnerable group in society.
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economic freedom

• CO2 emissions per capita (Kyoto) - positive effect

• GDP output per kg energy use (eco-social market economy) - positive effect

• development stability (year with highest real income minus year with lowest real income)

since 1975 - positive effect

• ESI-Index (sustainability) - negative effect

• female share in total life years - negative effect

• female economic activity rate as % of male economic activity rate - negative effect

Military expenditures have a certain Keynesian effect but they contribute towards a worse

environmental balance. Military expenditures lead towards a drying up of what Marxists term

"the reserve army of labor", which, in turn, leads to a certain better social cohesion and

employment gender balance. But militarized structures consume large amounts of fossil fuel,

with advanced air forces especially contributing to that process.

• female economic activity rate as % of male economic activity rate - positive effect

• share of income/consumption richest 20% to poorest 20% (income redistribution) -

positive effect

• CO2 emissions per capita (Kyoto) - negative effect

• GDP output per kg energy use (eco-social market economy) - negative effect

MNC penetration contributes to an improved ESI Index and towards better female

employment, but it has negative consequences for human survival and life expectancy. In

addition, an interesting phenomenon worthy of further research is the interconnection between

decaying public services, decaying public transport and decaying public health services in the

host countries of transnational investment on the one hand and the strategic policies of
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transnational corporations on the other hand, concentrated on the private sector, private transport,

private medical services and the private automobile. The strengthening triple alliance between

the MNCs, local capital and the state is a net result of the globalization process, and it still has

dire social consequences as well.

dependency on foreign capital MNC PEN 1995

• female economic activity rate as % of male economic activity rate - positive effect

• ESI-Index (sustainability) - positive effect

• % people not expected to survive age 60 (survival) - negative effect

• life expectancy, 1995-2000 - negative effect

Human resources and human development investments ever since the publication of the

first United Nations Human Development Reports in the early 1990s are regarded as the key

towards a socially equitable and sustainable development. However, as often happens in

development theory, the early optimism regarding the effects of one variable has soon to be

qualified.

There are very surprising clear-cut negative interactions between public education

expenditure and an eco-social market economy and political democracy. Positive effects exist as

well, but they are not statistically significant. A plausible intervening variable, which we did not

as yet consider in our investigation, could be the years of experience of a country as a centrally

planned economy.

public education expenditure per GDP

• GDP output per kg energy use (eco-social market economy) - negative effect

• Political rights - negative effect
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Unequal exchange has the most clear-cut negative results of all dependency indicators on

the process of development, as understood in this investigation; especially on democracy, the

environment, gender justice and employment. The positive effect on income redistribution has to

be seen in the context of the siphoning-off of the surplus value from periphery countries that

reduces the share of the richest 20 % in total income distribution.

unequal exchange

• share of income/consumption richest 20% to poorest 20% (income redistribution) -

positive effect

• GDP output per kg energy use (eco-social market economy) - negative effect

• Political rights - negative effect

• female economic activity rate as % of male economic activity rate - negative effect

• ESI-Index (sustainability) - negative effect

• CO2 emissions per capita (Kyoto) - negative effect

• female share in total life years - negative effect

• unemployment (UN) (employment) - negative effect

There are very diverse views nowadays on the European Union. As a recent paper,

published in the journal "Parameters" of the US Army maintains (Wilkie, 2003): "Still, there are

those on both sides of the Atlantic who believe that the European Union, as an old-fashioned

socialist bureaucracy, is "fundamentally unreformable" and also culturally hostile to the United

States" (Wilkie, 2003: 46)

There is a wide range of literature now available that highlights the negative effects of

European integration in a globalized world economy (for a survey of the literature and

politometric evidence, see Tausch and Herrmann, 2001). In the present research design, the most
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considerable effect is the negative trade-off between EU membership and political democracy,

once you control for the other intervening variables that together explain jointly 66.1 % of

political rights violations.

EU-membership

• Political rights - negative effect

Our results about the European Union might be considered more provocative still, when

we also consider that - contrary to popular assumptions - membership in the Islamic Conference

is not an impediment against political democracy. Our results clearly contradict many of the

expectations inherent in the writings of Professor Samuel Huntington. 4 development indicators -

2 for the environment, 1 on human development, and 1 on democracy - are positively and

significantly determined by membership in the Islamic Conference, once you properly control

for the effects of the other influencing variables. However, gender justice and redistribution

remain the "Achilles heel" of today's members in the Islamic Conference, strengthening the

cause of those who advocate - like in the United Nations Arab Human Development Report -

more social inclusion and more gender justice in the region.

Islamic conference membership

• Political rights - positive effect

• GDP output per kg energy use (eco-social market economy) - positive effect

• CO2 emissions per capita (Kyoto) - positive effect

• life expectancy, 1995-2000 - positive effect

• share of income/consumption richest 20% to poorest 20% (income redistribution) -

negative effect

• female economic activity rate as % of male economic activity rate - negative effect
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The well-known acceleration and maturity effects of development have to be qualified in

an important way. Ever since the days of Simon Kuznets, development researchers have applied

curve-linear formulations in order to capture these effects. However, the results for equation 1

above are not as clear-cut as one might have expected; and - in addition - the direction of the

influence does hardly correspond with the equation. The curve-linear function of growth, being

regressed on the natural logarithm of development level and its square, is sometimes called the

'Matthew's effect' following Matthew's (13, 12): “For whosoever hath, to him shall be given, and

he shall have more abundance: but whosoever hath not, for him shall be taken away even that he

hath.”

Social scientists interpreted this effect mainly in view of an acceleration of economic

growth in middle-income countries vis-à-vis the poor countries and in view of the still widening

gap between the poorest periphery nations ('have-nots') and the 'haves' among the semi-periphery

countries (Jackman, 1982). Their hypothesis is only partially confirmed here - there is no

significant acceleration at low levels of development, but a significant econonmic growth

stagnation/saturation effect. The first expression - + b1* ln (PCItn) - yields the following results:

acceleration effects development ln(GDP PPP pc)

• female economic activity rate as % of male economic activity rate - positive effect

The second part of the "Kuznets-curve" - b2* (ln (PCItn))2 - has today the following

results:

maturity effects development ln (GDP PPP pc)^2

• female economic activity rate as % of male economic activity rate - positive effect

• life expectancy, 1995-2000 - positive effect
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• share of income/consumption richest 20% to poorest 20% (income redistribution) -

positive effect

• ESI-Index (sustainability) - positive effect

• female share in total life years - positive effect

• human development index - positive effect

• Factor Social Development - positive effect

• GNP per capita annual growth rate, 1990-98 - negative effect

Implications for Policy

By far the most negative influence on development is wielded by unequal exchange,

followed by the aging process (especially without pension reform) and certain negative aspects

of feminist distribution coalitions in society.

By far the most positive effects on social, ecological and economic development come

about by the maturity effects of development, followed by the positive aspects of feminism, the

aging process and membership in the Islamic Conference.

With all the talk about dependency, globalization or the "Washington Consensus"

notwithstanding, it is shown that feminism, pension reform, and the maturity effects of

capitalism open up new horizons of future development debates. The variables

* political feminism % women in government, ministerial level

* aging % population, aged >65y, 1998

* maturity effects development ln (GDP PPP pc)^2

* unequal exchange
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are far more relevant in explaining our 14 development dimensions than the traditional "stars" of

the debate, the political and left and right, pro- and anti-globalization movements, culturalist

development theories etc. notwithstanding. The variables

* Islamic conference membership

* economic freedom

* foreign saving (I-S)/GDP

* military expenditure as % of GDP

* dependency on foreign capital MNC PEN 1995

* public education expenditure per GDP

* acceleration effects development ln(GDP PPP pc)

* EU-membership

on the other hand do not have so many significant effects (insignificant effects > 50 %) as the

"new" variables (insignificant effects < 50 %), which were analyzed in this article and which will

determine future development outcomes in a decisive way.

Let us turn to the issue of Islamic development efficiency. The empirical record,

presented in this essay, speaks a clear language in favor of Islamic democracy and against those

in the West that attempt to treat Islamic cultural heritage as a general development burden. A

careful reading of what theologians - most notably, also leading Christian experts on Islam

among them - positively have to say on Islamic humanism and its interesting institutions of zakat

and sadaqat is in stark contrast to the contemporary rhetoric of cultural warfare; basic Islamic

institutions have enormously many aspects to offer to world development. A glance at the

literature could easily convince anyone about the richness of Islamic social doctrine and Islamic

social philosophy (Abdullah and Khoury, 1984; Armstrong, 2001; Khoury, 1980, 1981, 1991;
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Kunzmann and associates, 1996; Russell, 1999; Tibi, 1985, 1992, 2001). Zakat is the first

institution of social security in the world system. Payment of 2 1/2 percent of savings of the

zakat fund is one of the fundamental duties of a Muslim. The State is responsible to collect zakat

and makes arrangements for its distribution; while sadaqat is paid at no fixed rate (see also: The

Light of Islam website at http://home.swipnet.se/islam/articles/Non-Muslim.htm).

Our evidence shows that the majority of Islamic countries transformed their "growth"

much better to the benefit of "life quality" (average life expectancy) than most other societies

around the globe.

At the same time, the UNDP data set shows that life expectancy as the most direct

indicator of life quality in the world system has dramatically increased in the regions of the

Middle East and in the Andean countries of Latin America, while in Southern Africa and in

Eastern Europe there was a stagnation over the long period 1970 – 2000.

Seen in such a way, the contrary of common beliefs is true: "Kemalism", "Arab

socialism" and other "isms" were quite successful, while the "Washington Consensus" strategies

put in place after 1989 in Eastern Europe and the former USSR proved to be one of the utmost

development failures in human history.

At a time, when leading protagonists of the "Consensus" proclaim that growth is simply

good for the poor, it is time to reckon by quantitative means the complicated relationships

between growth and the social and ecological dimensions of growth.

Protagonists of the thesis that growth is good for the poor would have to expect a 1:1

correlation between these two variables. But this is clearly not the case.

High growth and high life expectancy increases are certainly good for the poor; but

equally interesting are the cases of those countries that had negative economic growth (<0.0 %
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per annum) and yet experienced a life expectancy increase of more than 9 years all over the

period of the 1970s, 1980s, and 1990s. These countries were Libya, Saudi-Arabia, Bolivia,

Algeria, Iran, Nicaragua, Peru, United Arab Emirates, El Salvador, Senegal, and Comoros. So, if

growth is good for the poor, is stagnation also good for the poor?

There were indeed high-growth countries (real growth per capita > 3.0 % per annum)

with dramatic life expectancy increases of 9 years or more - countries that correspond to a

revised "growth is good for the poor" theory. These countries were Bhutan, Viet Nam, Indonesia,

Maldives, Laos, India, South Korea, Chile, Cape Verde, Thailand, Equatorial Guinea, and

Malaysia. However, the problem for the Dollar and Kray school of thought (“growth is good for

the poor - > globalization is good for growth, ergo: globalization is good for the poor”) is here

that these countries were not precisely "shining examples" of world economic openness. In

reality many of them combined "openness" with various degrees of import substitution and

government control. Their long-run growth was really good for the poor. But what about the neo-

liberal high-growth country Botswana (> 3.0 % per annum) that had a life expectancy reversal of

8.7 years since the 1970s, brought about by the AIDS epidemic and rampant poverty?

It also emerges that the Islamic countries are among the best performers on our scale

measuring exceptional human development increases in the world system (already taking into

account past levels of human development).

Development is a contradictory and dialectical process. There is no single strategy, that

has only positive results, and there is no strategy, that has only negative results. No single

development theory today captures all these negative and positive effects that interact together.

At this stage, perhaps, the question will arise - what are the real policy implications, then, of this

kind of analysis? It should be clear that a reliance on the "Washington Consensus" alone will not
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"fix" the performance of countries beyond a better and more predictable "development stability".

The most consistent consequence of the "dependency" analysis of this essay is the realization

that a reliance on foreign capital in the short term might bring about positive consequences for

employment - especially female employment - but that the long-term negative consequences of

dependence in the social sphere, but also for sustainable development, outweigh the immediate,

positive effects. Our three-fold empirical understanding of the process of globalization - reliance

on foreign savings, MNC penetration and unequal exchange, - goes beyond the average analysis

of the workings of dependency structures and shows how different aspects of dependency

negatively affect development performance. The integration of the countries of the periphery into

larger currency blocs - quite contrary to what the "Washington Consensus" has to say about

"competitive currencies" - will be one of the most important tasks for international development

strategies for years to come. Left for themselves in the capitalist world economy, the countries of

the periphery and semi-periphery will always be victims of international currency instabilities. In

the light of earlier published analyses, it is no surprise that "unequal exchange" (1/ERDI; ERDI

being the exchange rate deviation index) is again established to be the most important

dependency variable today, far more important in its negative effects on social and sustainable

development than the UNCTAD data series on MNC penetration. European Union integration,

this analysis again shows, on the other hand is not a quick fix for many of the social ills of the

periphery and semi-periphery. The EU under present conditions fails to have sufficiently enough

dynamic effects and its democratic deficits become ever more clear. In terms of the size of the

quantitative effects on the 14 dimensions of development under investigation here, it is shown

that the new political structures associated with political feminism that substituted patriarchic

structures inherent in practically all world regions for much of the 19th and the early 20th
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Century have a very considerable effect on the development outcomes of today. As we have

outlined above, feminism in power - i.e. the share of women in positions of political decision

making - achieves to transform many aspects of development, but, as other "distribution

coalitions" before it, creates certain aspects of stagnation as well and thus is not free from the

effects of the logic of "collective action" that is at the heart of the neo-liberal doctrine of today

(see especially the works Olson and Weede). In the 21st Century, the process of aging and the

necessity of pension reform, closely linked to that process, also cannot be overlooked anymore.

In our analysis, unequal exchange, aging, and political feminism achieve the majority of the

significant effects on the 14 development dimensions under investigation here, i.e. far more than

the "master" variables of earlier debates, like "economic freedom" versus "MNC penetration". As

has been argued elsewhere, globalization critics especially must start to look at pensions and

pension funds seriously - because the way, in which you manage the savings of society for old

age, you also manage technological innovation and world systems position in general (Tausch,

2003). It is also evident from the analysis presented in this article that Islamic culture is not a

development blockade; on the contrary. Membership in the Islamic Conference has - ceteris

paribus - a very positive effect on political democracy, on life expectancy, and on our indicators

of the Kyoto-process and the eco-social market economy. Far from being a "religion of the

Middle Ages" Islam has an important message for the 21st Century. It is to be hoped that socially

progressive forces in the MENA countries will achieve a better monetary distribution of incomes

and a better gender distribution of work in the societies concerned in the future.

This article shows some of the limitations of the contemporary optimism regarding the

overall early and only positive effects of EU-accession. According to one of the leading
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authorities on the European Union in Turkey, Professor Sübidey Togan from Bilkent University

in Ankara, we can expect the following to happen:

Integration will be beneficial for Turkey as it will remove the distortions in the

price system, boosting the allocative efficiency in the economy, which in turn will

make the country a better place to invest. Furthermore, with accession Turkey will

be eligible for EU structural funds. The increase in infrastructural investments

will contribute to economic growth in Turkey. In addition, Turkey will reap

benefits from monetary integration, and finally, Turkey will benefit from

migration of Turkish labor to the EU. However, the welfare gains that will be

derived by Turkey from integration will have a price. The price will be the

adjustment costs associated with the attainment of macroeconomic stability,

adoption of CAP, liberalization of services and network industries, and complying

with EU environmental directives.

According to Eurobarometer (2001) 59 percent of the Turkish population supports

EU membership and 68 percent of the population declares that it would support

the country's membership to the EU if a referendum were to be held on this issue.

This high percentage of support for EU membership could partially be explained

by the economic benefits that Turkey expects to derive from membership. Equally

important is the recognition in Turkey that the system of governance of a rule-

based society, as in the EU with its institutions, may provide a better system for

meeting the demands of various groups in the society. Furthermore, the support

for EU membership stems also from the process of Westernization and geo-

strategic considerations.



Alternatives: Turkish Journal of International Relations, Vol.2, No.1, Fall  2003 36

The Turkish accession will also affect the welfare of current members of the EU.

With Turkish accession current members will derive welfare gains from standard

comparative advantage sources and also from growth effects of integration.

Furthermore, migration of Turkish labor to the EU will affect the welfare level in

member countries. The empirical research on the economic effects of immigration

indicates fairly small and on the whole positive effects; employment opportunities

are not affected much, the wage of low skilled labor is depressed somewhat but

that of skilled labor is raised, and the net present value of public transfers is

positive. In addition to these effects, the EU will have to incur the net annual

budgetary cost of Turkish membership to the EU. Estimates indicate that this cost

will be quite high unless the rules on CAP and structural funds are changed over

the next few years. There will also be political gains for the EU. Turkey is a large

and fast expanding market (Togan, 2002).

But it is shown in this article, that transnational integration is and remains to be a

contradictory process that does not lead 1:1 to a greater amount of social cohesion and

sustainable development in the host countries of transnational penetration. So, in the words of

Osvaldo Sunkel:

'The advancement of modernization introduces, so to speak, a wedge along the

area dividing the integrated from the segregated segments (...) The effects of the

disintegration of each social class has important consequences for social mobility.

(...) Finally, it is very probable that an international mobility will correspond to

the internal mobility, particularly between the internationalized sectors (...) The

process of social disintegration which has been outlined here probably also affects
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the social institutions which provide the bases of the different social groups and

through which they express themselves. Similar tendencies to the ones described

for the global society are, therefore, probably also to be found within the state,

church, armed forces, political parties with a relatively wide popular base, the

universities etc.' (Sunkel, 1972: 18-42).

This picture, drawn more than 3 decades ago, will - in the light of this empirical analysis -

correspond much more to the trajectory of countries like Turkey over the next decades than

optimistic analyses, which are shared by the majority of decision makers on a European level.

The role of the social scientist then will not be "pathfinders to globalization" but to become

pathfinders for those millions, who will become marginalized by the process of social

disintegration, that goes along and is part and parcel of transnational integration.
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