l CURSOR % Despite recent setbacks, globalisation will continue apace; India must gear itself up for it

No Stopping Globalisation

rexit, US President Donald
Trump and the rise of illi-
beral, anti-immigrantlead-
ers in central and eastern
Europe are commonly cit-
ed to assert the retreat of globalisa-
tion. Such worries are exaggerated.
True, world growth and trade have
slowed to a crawl. The World Trade
Organisation has become hollowed
out, its core dispute-settlement me-
chanism dysfunctional and the Doha
Round stalled. Even as multilateral
trade deals languish, regional trade
agreements proliferate, both within
regions, and among regions, as bet-
ween Mercosur and the EU. The US,
under President Trump, believes in
bilateral deals tailormade for each
country. His initiation of a trade war
with the world’s second-largest eco-
nomy, China, testifies to globalisati-
on’s troubles.

Trump, BrexitMere Bumps

Itisalso true that global flows of fore-
igndirect investment (FDI) have been
declining since 2015’s peak of $2.03 tri-
1lion. But this isnot the only occasion
when FDI has ebbed after rising. In
2007, total FDIstood at $1.9trillion and
the figure dwindled to $1.17 trillion by
2009, beforerisingagain. The value of
cross-border mergers and acquisi-
tions declined in 2017 to $694 billion
from $887 billion in 2016, but climbed
again to $816billion in 2018. Thefigure

had crossed $900 billion in 2000.

The fact remains that the stock of
FDI in the world is over $32 trillion,
according to Unctad. That is a big
chunk of capital deployed outside
the home country. No one is in a hur-
ry to turn their back on this level of
investment. Why, then, this backlash
against globalisation?

Globalisation has been just great
for entrepreneurs. Capital is footloo-
se and scours the world for global de-
ployment. Markets are global. Talent
istobe drawn fromaround theworld.
Awholelot of technology canbe pur-
chased or licensed, run off a cloud
using working capital, reducing the
need for sunk capital. Profits have
been on the rise, not only in absolute
terms but also in relation to the re-
turnstolabour.

Inequality, of income and wealth,
is on the rise in practically all count-
ries thathave grown fast in the era of
globalisation. High-school graduates
in the US could hope tojoin the midd-
leclasswith solid working-class jobs,
prior to globalisation. When manu-
facturing got unbundled as supply
chains, mostly located in Asia, this
American dream evaporated. But
entrepreneurs continued to thrive,
even as wages stagnated and certain
jobsdisappeared.

The information technology and
communicationsrevolutionsmadea
whole lot of business tasks geogra-
phy-non-specific. Whether the acco-
unting team sits in Chicago or in Be-
ngaluru makes no difference to the
quality of the company’s numbers,
but the lower cost of accountants in
Bengaluruwould enhanceits bottom
line. Outsourcingof middle-classjobs
meant stagnation of the incomes of
yet another layer of workers in adv-
anced countries, even as profits con-
tinued to soar.

Globalised growth calls for internal reform, export
competitivenessand nourishingIndia’s genius for
peaceful coexistence of different faiths and cultures

Still a blue chip

However, countries like India and
Chinahavebenefited immensely from
globalised growth, reducing poverty;,
creatinglarge middle classes and ex-
hilarating in rising living standards
thatreflect narrowing of the gap bet-
ween theiraverage incomes and that
of the US.

Profits, Welfare Weigh In

Businesses gain from globalised pro-
duction. Workers inadvanced count-
ries lose out from that process of glo-
balisation. They vote to office popu-
lists who seek to reverse globalisa-
tion. They would prevail in the short
run, but fail in the medium term.
This is both because, in their ability
to sway the State to act at their be-
hest, capital beatslabour hollow, and
because the collective good of huma-
nity lies in globalisation continuing
apace. Rapid growth in India impro-
ves lives at the bottom of the pyra-
mid here, and Chinese exports lower
the cost of living for American con-
sumers, in general.

Trump’s trade war with China is
relocating some production away
from China to Vietnam and Malay-
sia, not to the US. That is like light
gettingrefracted when it passesthro-
ughapane of glass. Tariffson Chine-

se imports shift the pattern of globa-
lisation, but what emerges after the
shift is still globalisation.

As trillions of dollars of Europe-
an government bonds return negati-
ve yields, the developed world’s sove-
reign wealth funds, pension funds
and other pools of savings look des-
perately around the world fordecent,
reliable returns and see only the de-
veloping world.

The race for the emerging African
marketand China’s beltand road pro-
ject will keep globalisation going. Do-
mestic politics and taxation of global
business will redistribute the gains of
globalisation, taming opposition.

Industry 4.0, with automation and
artificial intelligence, will still stay
globalised.

India must prepare for globalised
growth by lowering protection and
thereby forcing companies to raise
productivity: Reform must make the
markets for bonds and power work,
get schools to function and universali-
se healthcare. India’snative geniusfor
letting multiple cultures, faiths, lingu-
istic and ethnic groups live in harmo-
ny and dignity must flourish, not wilt,
topartake in globalised growth.
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