WEEKLY REVIEW – 10th OCTOBER 2005.
UK NEWS
Public Sector creates more jobs than the private sector
The public sector is creating new jobs at a faster rate than private business, according to the latest official data.  At the same time, UK productivity is now at its lowest level for 15 years, further figures from the Office for National Statistics showed.  Analysts have long argued that the government sector trails behind the wider economy in terms of productivity. Overall productivity grew by 0.5% in the year to July, the lowest since 1990 and down from 2.5% a year earlier. 

During the 12 months the public sector added 95,000 new positions, an increase of 1.7% to 5.8 million jobs. The private sector created an extra 210,000 jobs, a 1% increase. Most new positions in the public sector were in health and social services, up by 60,000. This was followed by 50,000 extra central government jobs and 40,000 in local government. The government agrees that the public sector needs to become more efficient. Last year Chancellor Gordon Brown unveiled a wave of planned cut-backs to the state bureaucracy, arguing that public sector efficiencies could unlock £20bn per year in economic value, and calling for 80,000 job cuts by 2007. 

Some questions
1. Explain what is meant by (a) productivity and (b) the public sector
2. If productivity continues to fall within the UK economy what might be the economic consequences?

3. Why has government spending assisted in the increase in the number of jobs created by the public sector?

4. In the drive for ‘efficiency’ within the public sector what policies have the Blair government been using and seem destined to continue to use?
English Economic History – Part 3
The economic trends developing as the century drew to its close

Britain entered the twentieth century as the largest colonial power on earth. Many of

those responsible for the Empire believed that it would last for as far as they could see

into the future and that it was a civilising force.

As we shall note later elsewhere in Europe things were happening that would change

the power structure of the colonial era and move other nations into positions of

influence.

In Britain the Liberals won the election of 1905. However, most of the cabinet came

from the landed classes and they did not see the need for greater democracy. They

were more concerned with the recession that was ravaging agriculture. In the period

1870 to 1910 Britain ceased to be a serious agricultural producer. It could not compete

with either the US, which was opening up the prairies or the colonies. In 1911 just 8%

of the 45 million people of Britain were earning their living from the land. Over 3

million acres had been taken out of cultivation. Income form agriculture had fallen by

25% in less than two decades. Added to this in 1894 the government had introduced

Death Duties. Rents and values fell and by the eve of the First World War many

estates were up for sale – a trend that would continue through till the early 1930’s.

The air of ‘certainty’ that had supported the middle classes was slipping away and few

were sure as to what would replace it.

The last half of the nineteenth century had seen many of the nation’s cities grow

enormously. Over crowding, poor sanitation and disease were common and some

social reformers were beginning to seek change. Imperial wealth had done little to

reduce the inequalities that existed within the domestic population. On the eve of the war in

1914 92% of the land in Britain was owned by just 10% of the population. Over 90%

of those who died left no visible assets.

The plight of the working classes was made worse by the decline in many of the

traditional industries. These labour-intensive and export-led industries began to suffer

from the arrival of new competitors. Germany and the US were growing in

importance and they were prepared to erect tariffs to protect their infant industrial

sector. (e.g. McKinley tariff in the US of 1890)

In Britain concern was growing in the mill towns of Lancashire and Yorkshire. Whilst

the politicians pondered and considered Chamberlain’s protectionism for the imperial

territories, business made their own decisions. They started to cut costs. Labour saving

devices were invested in and labour laid-off. This led to disputes and law suits.

At the turn of the century the Taff Vale Railway Company had won a famous legal

decision, when they were allowed to sue the railwayman’s union for damages and loss

of earnings. For many trade unionists this was yet another reason why ordinary

working people needed representation in the House of Commons.

This move towards a mass working class involvement in politics was also sought by

some from the middle classes. They formed such groups as The Fabians, who saw

their pedigree as to dating back to Milton, Lilburne, Paine, Cobbett, Carlyle and the

Chartists. These well educated, middle class individuals felt that a modern economy

should not impose all the turmoil of extreme movements in the economic cycle on

innocent workers. They noted with a growing disgust the behaviour of ruthless

employers, the long hours, low pay, cheap immigrant labour, infection, petty crime

and prostitution. It was time for government to take responsibility for safeguarding the

decent working classes from pauperism. There were calls for unemployment

insurance, labour exchanges and an old-age pension. But would these stop the feelings

of isolation that were spreading amongst the working classes?

Germany had labour exchanges and unemployment insurance. In Britain the move

towards these social payments was stunted by a debate as to how they should be

financed? The Conservatives wanted indirect taxes but which policy route would the

Liberal government favour? Their budget of 1909 proposed paying an old-age pension

and financing this by an increase in death duties. Surtax was to be increased and so

was unearned appreciation of land. Undeveloped land was also to be taxed and

alcohol duties increased. The ‘governing classes’ were not amused. In what was to be

a fascinating debate some of those who supported Lloyd George’s budget turned on

the House of Lords (which was opposing the changes) and sort a reduction in its

power. Churchill spoke against it and even in retirement did not enter the ‘upper

chamber’. In what became known as ‘The People’s Budget’ the accompanying road

show saw poverty debated across the country. Those wanting social reform spoke of

the importance of human health as well as the weapons needed to preserve the

Empire. Huge debts were accruing in the need to keep a navy and defend the colonies

but for Lloyd George and his followers other priorities needed addressing. Such was

the fury felt by the ‘ruling classes’ that the House of Lords voted down the budget and

the government called an election, which resulted in a significant reduction in their

majority. Though weakened the Asquith government continued but in South Wales

another storm was brewing. Pit owners were watching their profits slide as export

orders fell. The miners wanted a minimum wage and special pay for abnormal

working conditions. Though the Taff Vale ruling had been reversed the unions were

in a mood for a fight. Tension grew and in November 1910 a riot took place and a

miner was killed. Shops were looted and troops were sent to quell the militants.

Throughout 1910 and 1911 the tensions continued and in Cardiff one demonstration

turned into a racist attack on Chinese traders and Jewish shopkeepers feared for their

property. In Llanelli troops opened fire on strikers and killed two. In the riots that

followed four more people lost their lives.

The then Home Secretary, Winston Churchill had another problem to deal with – the

suffragettes. A meeting in Parliament Square became enflamed and over 250 arrests

were made. Society as seen by those who had been born and raised in Victorian

Britain was unravelling fast. In Parliament the Liberals were beholden to Irish Home

Rulers for a clear majority. Their firm belief of capitalism with a social conscience

teetered on the verge of obliteration yet some would say that today’s New Labour in

Britain is closer to the ‘high ideals’ of Asquith and others than its legitimate parent the

Old Labour Party of nationalisation and higher taxes and spending.

Defence maintained its prominence and treaties were signed with the French as much

of Western Europe watched the emerging Germany with suspicion. Its military might

and strategic thinking, well illustrated by its railway network which always seemed to

culminate close to borders e.g. Metz in what is now north-eastern France – which

proved invaluable in the early days of World War One. Further a field the British

signed an agreement with the Anglo-Persian Oil company and so set in motions the

dependence of post war colonialism on keeping the Middle East stable. The era of oil

and its ability to govern world politics had been born. Students of the Middle East

might like to read Tom Segev’s One Palestine, Complete – the best history of the

mandate period.

The days before World War One saw tensions in Ireland, the first colony since the US

to go against the rule of London and most minds were focused on the Balkans. As we

all know the city of Saraveyo was to be the location of the assassination of Arch Duke

Ferdinand and the spark had been lit that would cause the killing fields of Flanders

and elsewhere to become part of the history of the twentieth century.

Britain would emerge weaker yet defiant after four years of a brutality never seen

before. Women over thirty were given the vote in 1918 and all men over the age of 21

were deemed sensible enough to cast their vote as well. Such was the confidence of

those immediate post war days that a small economic boom accompanied them. But

events in Russia, Germany and further a field were soon to end this feeling of self-confidence.

EU NEWS

Tesco and Carrefour to swap shops  

Tesco, which makes over 20% of its profits from its overseas stores and the French giant Carrefour have agreed to swap some of their stores. The deal will see Tesco exchange its six stores in Taiwan for Carrefour's 11 outlets in the Czech Republic and four in Slovakia. 

Tesco is also to pay the French firm 57.4m euros (£39m), as both companies exit countries in which they have a low market share. Tesco's finance director confirmed that they wanted to expand elsewhere in Asia They are already the UK's largest supermarket group and have stores in Thailand, Malaysia, South Korea and China. 

 After Carrefour’s exit from Mexico and Japan it was not a surprise to see them exit from two central European countries. The addition of Carrefour's Czech and Slovak stores consolidates Tesco's strong position in Eastern Europe. It already has outlets in the Czech Republic and Slovakia, plus Hungary and Poland. Carrefour, France's largest supermarket group and the world's second largest behind the US's Wal-Mart, has already recently pulled out of Mexico and Japan.
Carrefour remains the largest overseas retailer in South America, with outlets in Brazil, Argentina and Colombia. 
Questions
1. Explain the terms (a) low market share and (b) consolidate the market
2. What reasons might have led to Carrefour deciding to leave some of the former Eastern European countries?

3. Outline the business sense to Tesco of continuing to expand within the ‘new’ EU member countries.

4. Is the supermarket industry becoming more global and why?
Country Profile

Latvia

An overview

For centuries under Hanseatic and German influence and then during its inter-war independence, Latvia used its geographic location as an important East-West commercial and trading centre. Industry served local markets, while timber, paper, and agricultural products supplied Latvia's main exports. Conversely, the years of Russian and Soviet occupation tended to integrate Latvia's economy to serve those empires' large internal industrial needs. Since re-establishing its independence, Latvia has proceeded with market-oriented reforms. Its freely traded currency, the Lat, was introduced in 1993 and has held steady, or appreciated, against major world currencies. The International Monetary Fund (IMF) has noted that Latvia's economic performance the past several years had been among the best of the European Union (EU) accession countries. Real per capita GDP has grown by more than 50% compared to its 1995 level, while inflation has remained close to or below 3% since 1998. The government expects annual growth rates of about 6% in medium term. At the same time, current account deficit (ranging from 7% to 10% in the past 3 years) remains one of the key vulnerabilities of the Latvian economy. In addition, Latvian fiscal discipline deteriorated considerably at the end of 2002, when budget deficit rose to 2.7% of GDP, well above the government's target figure. However, the government's effort to improve tax administration, to fight grey economy, and to reintroduce strict budget discipline led to an improvement in the fiscal situation in the first 9 months of 2003.

Privatization in Latvia is almost complete. Virtually all of the previously state-owned small and medium companies have been privatized, leaving in state hands the electric utility, the Latvian railway company, and the Latvian postal system, as well as state shares in several politically sensitive enterprises. Despite the lack of transparency of the early stages of the privatization process, and certain difficulties in privatization of some of the largest companies, Latvian privatization efforts have led to the development of a dynamic and prosperous private sector, which accounted for 70% of GDP in 2002.

Foreign investment in Latvia remains high, as both Western and Eastern investors are trying to establish a foothold in the new EU member state, as well as to take advantage of Latvia's stable macroeconomic environment, central location in the region, and cheap labour. Representing 7.1% of Latvia's total foreign direct investment, the U.S. FDI stock in Latvia stood at $184 million at the end of 2002. In the same year, U.S. goods and services accounted for 1.6% of Latvia's total imports, while exports to the United States accounted for 4.2% of Latvia's total exports. Latvia is a member of the World Trade Organization since 1999. Latvia and the United States have signed treaties on investment, trade, and intellectual property protection and avoidance of double taxation.

In the long term, continued high economic growth in Latvia will depend on further improvements of the business environment, particularly successful drive to reduce corruption and strengthen the rule of law, and on Latvia's ability to use the opportunities presented by EU membership.

Basic socio-economic indicators

Gross domestic product at current prices

Million Lats

	 
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	I - XII
	2580.0
	3076.1
	3562.8
	3902.9
	4224.2
	4685.7
	5168.3
	5691.1
	6322.5
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	I - III
	590.6
	675.4
	745.3
	903.8
	974.1
	1074.9
	1187.8
	1278.7
	1412.7
	1603.0

	IV - VI
	648.6
	765.2
	881.8
	986.2
	1045.1
	1147.7
	1284.5
	1402.9
	1545.8
	 

	VII - IX
	632.3
	785.1
	921.8
	996.4
	1058.2
	1176.3
	1290.8
	1439.1
	1605.2
	 

	X - XII
	708.5
	850.4
	1013.9
	1016.5
	1146.8
	1286.8
	1405.2
	1570.4
	1758.8
	 


Gross domestic product

Percent of corresponding period of previous year, at constant prices

	 
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	I - XII
	99.1
	103.8
	108.3
	104.7
	103.3
	106.9
	108.0
	106.4
	107.5
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	I - III
	103.5
	103.1
	105.9
	108.5
	102.5
	106.1
	108.5
	104.1
	
	


Consumer price change by commodity groups

%

	Commodity group
	April 2004 - May 2004
	May 2003 - May 2004

	Total
	1.3
	6.2

	Food
	0.7
	5.9

	Alcoholic beverages and tobacco
	0.6
	6.6

	Clothing and footwear
	0.4
	2.7

	Housing, water, electricity, gas and fuels
	0.0
	8.7

	Fumishing, household equipment and operation
	0.5
	1.7

	Health care
	4.7
	17.0

	Transport
	5.0
	9.4

	Communication
	-0.1
	-0.8

	Recreation and culture
	0.6
	2.7

	Education
	0.2
	3.5

	Hotels and public catering
	1.6
	6.7

	Miscellaneous
	 
	 


GDP in the 1st quarter of 2004 increased by 8.8%

Compared with the first three months of 2003, gross domestic product (GDP) in the 1st quarter increased by 8.8%, according to the Central Statistical Bureau.

The increase in GDP was due to the rises in the following sectors: 11.3% in trade (share in GDP structure 18.7%), 8.3% in transport and communications (15.5%), 10.6% in manufacturing (14.4%) and 13.0% in construction (4.0%).

Public, social and individual services rose on average by 5.0%, mainly due to an increase in the cultural, recreational and sports services.

There was a rise of 9.7% at constant prices in the sector of business services. The most notable increases at current prices were in advertising services (2 times), legal, accounting and consulting services (by 51%) followed by leasing services (38%) and real estate services (20%). Computer services, in turn, have decreased by 13%.

There was a rise of 7.5% in the sector of financial intermediation.

Electricity, gas and water supply increased by 6.8%.

The forestry sector continued to develop successfully (an increase of 7.2%).

Fishing rose by 20.9% due to the rising fish catch in the Baltic Sea and the Gulf of Riga.

Production output in agriculture went up by 1.0%.

Gross Domestic Product by kind of activity

Thousands LVL

	 
	Code
	At current prices
	At average prices

	
	
	2003
	2004
	2003
	2004

	
	
	Q1
	Year
	Q1
	Q1
	Year
	Q1

	Gross Domestic Product
	GDP
	1412635
	6322483
	1603040
	1397294
	5788915
	1519614

	of which:
	 
	 
	 
	 
	 
	 
	 

	Total value added
	A...O
	1242959
	5639508
	1420349
	1275297
	5160286
	1386944

	of which:
	 
	 
	 
	 
	 
	 
	 

	agriculture, hunting and forestry
	A
	43935
	232982
	47530
	39758
	199330
	41513

	of which:
	 
	 
	 
	 
	 
	 
	 

	agriculture, hunting and related services activities
	A01
	18904
	133742
	20143
	17977
	118425
	18157

	forestry, logging and related services activities
	A02
	25031
	99240
	27387
	21781
	80905
	23356

	fishing
	B
	2652
	10873
	2413
	3171
	12380
	3833

	mining and quarrying
	C
	2645
	13020
	2696
	2432
	11326
	2369

	manufacturing
	D
	176978
	785858
	204756
	182462
	734152
	201811

	electricity, gas and water supply<O< font> 
	
	
	
	
	
	
	


Useful links  

http://europa.eu.int/comm/enlargement/latvia/

 The EU Enlargement DG and its section dealing with the proposed entry of Latvia to the European Union

 http://www.thinkbaltic.com/latvian_economy.htm

 A broad overview of the Latvian economy and other aspects of life in this Baltic country

 http://www.armstrongipl.com/id35.htm

 A link to the Latvian Economic Review

 http://www.lpa.bkc.lv/

 A link to the Latvian Privatisation Organisation

 http://www.bank.lv/

 The Bank of Latvia

 http://www.csb.lv/avidus.cfm

 A statistical site for Latvia

 The Turkish Question

Monday 3rd October should have seen the start of the entry negotiations between Turkey and the EU. At present the opinion of member states is positive at the political level (with the exception of Austria) but less clear amongst the general voting public.

Here is a breakdown of attitudes in some of the EU member states: 

GERMANY: Opinion polls say up to three-quarters of the population oppose Turkish membership. Of the two largest political parties, the Social Democrats (SPD) say they want a "modern Turkey in the EU"; the Christian Democrats (CDU) opposes membership - proposing instead a "privileged partnership". Angela Merkel - the CDU candidate for chancellor - has appealed to EU leaders not to "encourage" Turkey. 

FRANCE: Has the largest percentage of Muslims (7%) in the EU. Officially backs Turkey's membership bid. But Prime Minister Dominique de Villepin says Turkey must first recognise Cyprus. However, Nicolas Sarkozy - leader of the ruling UMP party and likely future presidential candidate - is opposed. Only 20% of public opinion says Yes to Turkey joining. A leading political pundit, Guillaume Parmentier, says: "The Turkish elite have been European for centuries; but the vast democratic expansion of Turkey involves Anatolian peasants, who are not European by culture, tradition or habit". The French have been promised a referendum after the conclusion of negotiations. 
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AUSTRIA: Opinion polls show 75% of 15-24 year-olds opposed to Turkish membership; rising to 82% among people over 55. This is the highest No rating in the EU. 

NETHERLANDS: Has the EU's second largest Muslim population in terms of percentage (6%) after France - and is struggling to cope with the issues of religion, immigration and integration - particularly after the murder of film-maker Theo van Gogh. Remains strongly divided over Turkey. 

BRITAIN: An enthusiastic supporter of Turkish membership. Foreign Secretary Jack Straw says Turkey in the EU would become "a beacon of democracy and modernity"; and a Muslim country providing "a shining example across the whole of its neighbouring region" - i.e. the Arab world. Turkish membership would disprove the "clash of civilisations" theory. 

ITALY: Another strong supporter of Turkish membership. The government stresses historical links between Italy and the "Near East"; the need to "anchor" Turkey in the West; and the commercial opportunities offered by the Turkish market. Public opinion, while not particularly hostile, appears less enthusiastic - actual support for Turkish membership standing at below 40%. 

POLAND: The largest of the 10 "new" EU members, who joined in May 2004 - with more than half of their combined population. 54% of the public support Turkish membership. Officials say Turkey would strengthen pro-American attitudes within the EU and consolidate Western influence on the approaches to the Middle East and the Caucasus. Poles also cite a history of close bilateral relations going back several hundred years. 

SPAIN: A poll showed 33% opposing Turkish membership, but 42% in favour - as is the government. Back in June, following the French and Dutch rejection of the EU draft constitution, Foreign Minister Miguel Angel Moratinos suggested postponing the Turkish accession talks until a more advantageous time. 

GREECE: was under Ottoman occupation for more than 400 years. Some Greeks still regard Istanbul as a "Greek" city. Another country where politicians and public opinion diverge. Opinion polls suggest only 25% of Greeks believe Turkey has a place in the European Union. The government, meanwhile, is keen to resolve bilateral tensions through Turkish integration. But it says the fate of Turkey's EU application depends, primarily, on the Turks themselves - especially where recognition of Cyprus in concerned. . 

HUNGARY: was under Ottoman occupation for 150 years, in the 16th and 17th centuries. But there is little anti-Turkish feeling - around half the population supporting Turkish membership. However, like Austria, Hungary is also pressing the case of neighbouring Croatia: which, according to Foreign Minister Ferenc Somogyi, is "spectacularly further ahead" than Turkey on most accession criteria. 

DENMARK: Strong public resistance to Turkish membership. Danish Prime Minister Anders Fogh Rasmussen - until recently supportive - has been heard talking of "special partnerships" as well. 

SWEDEN: Strong popular resistance. However, the government sees Turkish membership in terms of "supporting Turkey's reform process and increasing contacts with Turkish society" - as well as Swedish business opportunities. 

INTERNATIONAL NEWS
The Japanese economy may have stopped its downward fall for in August unemployment fell while household spending continued to rise. Industrial output also rebounded during the month, rising 1.2% in August from July.  This more optimistic economic picture came as the Bank of Japan's governor suggested the bank may shift its policy of keeping interest rates close to zero per cent as he may aim to stimulate Japan's deflation-hit economy. The world's second-biggest economy has been struggling against falling consumer prices, which encourages shoppers to put off spending whilst swelling the real value of companies' debt. Japan's unemployment rate fell to 4.2% in August, from 4.4% in July, raising hopes that an increase in the workforce could eventually lead to higher consumer spending. Overall consumer spending accounts for about 55% of the Japanese economy. A Japanese government report showed that the country's biggest manufacturers were more confident about the outlook for their companies. 

Questions

1. Explain the terms (a) deflation-hit economy and (b) industrial production.

2. Why is a period of sustained deflation considered to be dangerous for an economy?
3. If the Japanese economy does begin to grow again what impact might this have on the prospect for economic growth in the UK?

4. Using the internet research the trade flows that move between the UK and Japan and note if we are in deficit or surplus with the second largest economy in the world.
CLASSROOM RESOURCES

A course on Global Awareness
Global Affairs

A course designed to help those wanting to introduce students to global issues. Please check each link before using as they do tend to fall out of date.  

Global Awareness – Lesson Plans

Lesson 1               An introduction to the geo-political structure of the world
· The US and its influence

· The EU ( see Enlargement Challenge)

· The Middle East

· The developing world, with an emphasis on Africa

· The Indian sub-continent

· Asia and Oceania

· China

We suggest that in this introductory lesson students concentrate on appreciating the main areas into which the geo-political world is divided. Later they can look in more detail at each of these areas.

Resources

The Global Awareness Partnership Project 


... The Global Awareness Partnership Project (or GAPP) is a Peer Education project of the UK Scout ... Its aim is to promote Global Awareness and international issues through Peer ... 
www.gapp.me.uk/   
Programme Support - International - Global 


International: ; Global;What does "Global" Mean?; How does Global fit into the Programme?; Global News!; The Global Awareness Partnership Project (GAPP); ... not try this three step process to enrich your programme and further global awareness within Scouting. ... more young people to be involved in global awareness and development issues ... 
www.scoutbase.org.uk/ps/inter/global  -

 Global Awareness Campaign 


Global awareness campaign to boost investment in NW. A MAJOR global awareness campaign is being launched in a bid to highlight Warrington as a hotbed for investment on the international stage. 
www.warrington.gov.uk/news/archive/April2001/841-GlobalAwarenessCampaign.htm  

Global Youth Awareness Programme 


... The Global Youth Awareness Programme (GYAP) links schools and youth workers from the national Red Cross and ... of its strategy to promote global awareness and encourage young people to ... 
www.redcross.org.uk/education/standard.asp?id=4233   
Global Awareness 


... Global Awareness: Some Internet Resources ... active community college programs. Global Awareness, from the American Association of Community Colleges -- www.topsy.org/GlobalAwareness.html 
Global Awareness 


Trees are very, very important to us on Planet Earth, do you know why? How often do you really think about the trees that you see every day, do you really "see" them at all? When did you last do a craft made from leaves?! ... Tree and Leaf Activities. Global Issues. Back ... 
www.netguides.org.uk/guides/global.html  - 

Global Awareness 


Sandra's Guide Pages. The Five Zones. Global Awareness. The purpose of global awareness is to increase awareness of global issues and of the contribution each Guide can make. There is a lot of overlap particularly with Celebrating Diversity. 
www.geocities.com/guides_193b/globalawareness.html  - 
daf_projects_2003-04 


... National Youth Agency. Raising Global Awareness in the Youth Service: Development Education Centre. Raising awareness of Global and Development Issues: Reaching New  
www.dfid.gov.uk/DFIDInUK/files/daf_projects_2003.htm   
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The FAO has forecast that 24 African countries will face serious food shortages in the coming months. They appear in red on the above map. How many can you name?

A brief economic history of the post war world – Part 3
Up the Yangtze river with me

The other large experiment with communism was in China. Being from a different historical

background the chronology was not that which had led to the creation of the Soviet Union. China

had been occupied for much of the first part of the twentieth century and at the outbreak of Mao's

war against 'imperialistic forces' probably as many as 99% of the population lived in abject

poverty. The first few years of post revolution China saw enormous growth rates recorded and

some of her near neighbours began to covet her emerging wealth. However, in the early 1950s a

more Stalinist regime was introduced and any form of individual innovation was banned.

The economic climate was one of total central control over all decisions. Another dimension of

the Chinese experiment that requires our attention was their apparent failure to accept what many

believe to be an economic truth, namely that to have industrial growth you first need to produce

an agrarian surplus. In what was one of the most savage examples of mankind's ability to blindly

follow what most considered barbaric over 20 million Chinese people starved to death between

1958 and 1960. (Readers might also like to look at the events in the Ukraine at the end of the

1930s, when an estimated 10 million rural dwellers lost their lives as a direct result of food

manipulation by the controlling classes) Their industrialised brothers (who did receive food

supplies) were extolled to create similar successes in the march for industrial output. Alas, this

harmony in development failed to materialise and with the cities demanding food it was the lot of

the rural peasant to suffer for the cause of the revolution. So great were the tensions between the

two parts of the society that when the urban elite began to grow too powerful Mao mobilised the

rural workers and the Cultural Revolution was born. This probably delayed real economic

progress in China by at least two decades. In terms of lives lost it once again imposed a hideous

cost on a system that was supposed to release the working classes from the exploitation of the

ruling elite.

In the period following the death of Mao the desire to grow once again appeared in China.

Indeed, it aimed to be a major world economic power by the year 2020. Political power still

resided in Beijing but market forces were now more obvious in the country that was responsible

for one quarter of the worlds' population. In the closing years of the twentieth century the

conduits of Hong Kong and Macau were returned to the control of China and in the most

southerly provinces of the mainland the pace of capitalism was almost too fast to measure.

Perhaps the only barrier that held back the Chinese economy was that of who would govern such

a teeming mass of people and how. Throughout history regimes built on centralised power have

struggled to maintain their control as the average citizen gained in material wealth. The

conventional 'father figure' was no longer acceptable to many, so a form of democracy had to be

conceived and it had to satisfy both the political elite and the international capital markets. It was

interesting to see the emergence of certain similarities between the two great communist

superpowers. Both had been 'bonded' by cult figure regimes and they had also undergone

massive social and economic upheaval in very short periods of time. Russia remained the less

popular haunt for foreign capital but China, with its access to the markets of the Pacific Rim,

became a magnet for the savings of individuals, banks and entrepreneurs from all over the world.

The Far East also boasted many of the newly industrialised countries, which together became

known as the 'Tiger Economies'. These hugely successful economies based their growth on:

_ free market enterprise

_ competition

_ low inflation

_ competitive exchange rates

_ investment in human capital

_ high financial returns

_ an openness to foreign technology imports

_ respect for the vital role of agriculture

Within their number was Japan, Hong Kong, South Korea, Singapore, Thailand, Taiwan,

Indonesia, the Philippines, and Malaysia (eventually Vietnam, Laos and North Korea will join

their ranks). Most concentrated on developing already known technology in new and exciting

ways. By producing in huge volumes they undercut many of the traditional producers and

ploughed back vast amounts into new product development. They initially concentrated on the

rich markets of the North and never overloaded these with products. This allowed them to record

year on year high growth rates and begin the process of entering what became known as south to

south trade, i.e. selling to each other and the rest of the Pacific Basin or Rim.

In simple economic terms each was exploiting their comparative advantages and geographically

moving these as one nation began to reach diminishing returns. However, fault lines did appear

in the late 1990s and these were primarily financial. With hindsight too much money had been

lent against assumptions that demand would always rise. When it didn't the cash flow of entire

economies was shown to be precarious. The bubble nearly burst but despite some quite well

known casualties the major companies weathered the storm and continued to be household

names across the globe. What the failure of one part of the system did show was the vulnerability

of others parts of the capitalist world to shocks elsewhere on the globe. The world had become

truly global and that meant that decisions now had to be taken with some acceptance that the

'chaos theory' so long the property of mathematicians was a reality.

Nation states, the original sinner in our brief look at the economic history of the last half of the

twentieth century, had become somewhat secondary to the power of international capital. The

last decade of the twentieth century saw the arrival of 'globalisation' and the freedom of capital,

product and people became the cornerstone of the new economic age. It is therefore essential that

we look at how this all-pervading influence came to be such an important part of our economic

system.

Globalisation was little more than a high degree of freedom of movement of goods, services,

capital, technology and management in response to opportunities offered by markets. To a lesser

extent it also promoted the free movement of people. The world order of economic fundamentals

had been altered by the changes made to GATT, now the World Trade Organisation,

International Monetary Fund and the admittance of China into the more liberalised environment

in which trade was conducted. Exchange controls became the property of rather old textbooks,

whilst internal and external convertibility of currencies means that capital could flow with little

real restriction.

At a more personal level ordinary people now expected their savings, pensions etc to reap the

highest rewards and so they tolerated transfers to the locations that offered the highest returns.

Occasionally, this caused some embarrassment as such locations showed adverse signs of

exploitation but generally the lower the cost base the greater the opportunity for ordinary people

to make money. The arrival of a post communist world was greeted with enthusiasm by the

'older' economies as they based much of their economic theory on the laws of international trade.

To this was added a considerable body of evidence to support the belief that globalisation would

further re-distribute the prosperity generated in a more 'liberal' trading environment.

However, two observations need to be made at this juncture, namely that the drive for low cost

bases resulted in certain regions drawing the jobs of others to their shores and that enormous

catastrophe might await all of us if the environmental consequences of global trade are not

addressed. Serious questions began to be if to avoid such potential disasters we required a

worldwide body with enormous powers of surveillance to police the planet and penalise the

wrong doers. Others felt that it should be left to the market and the ability of the 'invisible hand'

to correct collective over indulgence?

A more positive trend had arisen and that was giving some a grain of comfort in the fast

changing order of economic power in the new century. It was that, as third world countries

expanded their trade and earned surpluses, so they would import the luxury goods of the older

economies. If this was true, then textbook economies would have worked. However, another

fundamental of elementary economics needed to be addressed and attention turned to transfer

earnings and economic rent. If the less well-organised workforces of the newly emerging nations

did have less power in the market then who was being rewarded with part of what was

previously their share? If labour was relatively homogeneous then the owners of capital could

hire with considerable confidence regardless of location. If this trend continued to gather pace

then those with the skills in short supply and high demand would reap high rewards but what of

those whose skills were closely tied to specific capital investment? The need to be someone

educated in the fundamentals of economics was not required to forecast that poor people living

in rich countries would suffer. Once capitalism had noted that its funds could earn higher

rewards elsewhere then why should it keep such monies in a particular country or region?

The proportion of new financial investment going to first world countries was dropping and the

removal of capital flow controls means that foreign direct investment could be channelled

towards the highest return location. If the reader is based in Western Europe than I have another

note of warning concentrated on the shift away from the consumption of manufactured goods

towards the desire for services. This would have been acceptable if productivity had not risen in

the very manufacturing industries that once employed what were known as 'blue collar' workers.

Some of you may know this to be 'de-industrialisation', a disease that swept the developed world

in the 1980s. I believe that this trend will not be reversed and may lead to a further deterioration

in the abilities of the older economies to:

_ maintain at or near full employment. This in turn will increase the numbers now living in

the underclass sections of our societies that many of us see on our street corners with

alarming regularity.

_ continue to pay such high levels of social welfare to all citizens. Already the once proud

German economy is wrestling with how to provide benefits worth a minimum of 70% of

previous earnings. The Italian fiscal time bomb ticks on with a nation heading towards

enormous strains on its taxation system that an ageing population will place on those yet

not even born.

_ use the increased capital flows earned from overseas investments to produce extra income

for those workers experiencing declines in the real levels of their take home pay.

_ encourage younger workers to accept the provision of private funded health and welfare

programmes for their older age. An increasing proportion of so-called expert opinion now

supports corporate funded social welfare provision with some state provision for those

least able to pay for the new ways of saving for their more advanced years.

_ reverse shocks, such as those seen in the late 1990s, without considerable hardship being

imposed on the most vulnerable members of society.

Perhaps as we close this brief trip through economic time I am being just a little pessimistic? Our

journey together has seen us pass through enormous changes in ideologies, political systems and

consumer expectations. Yet we are all still getting richer (well most of us anyway). So, has my

parents' generation lived to see it 'never happen again'? Alas, like all of what is collectively

called the 'human condition' we will have to wait and see. The last part of this 'overview' looks at

what might happen and tries to reconcile this with what the majority hope will happen.

