




FOCUS WORLD ECONOMY 

Community links: Shawl embroidery in Nepal, tyre factory for domestic use in Ghana ... 

global deflation and crippling debt. For a few years, some 
countries in the South resisted the current crisis better than 
some in the North. But this is no longer the case. The situation 
in the South is worsening, especially for the lesser and least 
developed countries. Drought and disease alone are claiming 
millions of victims, especially children, each year. Hundreds 
of millions of people are undernourished, underhoused, 
undereducated and underemployed. 

A global dualism divides both North and South. The urban 
elites in the South have more in common with their affluent 
counterparts in the North than with fellow citizens in their own 
countries. But even in the industrialised nations social 
polarisation and economic dualism are dividing communities 
and countries. 

In the North, following a quarter of a century of full 
employment, there are now at least thirty-five million people 
out of work. Behind them are millions more individuals who 
do not register as unemployed because they would not be 
entitled to benefits. Low pay used to be concentrated in 
traditional sectors, but is now 
widespread as high unemploy-

servicing, in some cases, exceeding their total export earnings. 
Basic-needs programmes designed to bring minimal well­
being to millions below the poverty line are now handicapped 
or halted by the global economic and financial crisis. 

Governments in both North and South have been forced on 
to the defensive. Pressured, in many cases, by the inter­
national Monetary Fund, each country in trade deficit has 
sought to reduce imports and cut costs to increase competi­
tiveness. At a national level, in many cases, such deflation has 
resulted in unemployment rather than in redeployment of 
labour; destruction rather than restructuring of the economy; 
and social regress rather than progress. At the international 
level, such policies have resulted in 'beggar-my-neighbour' 
deflation . Since one country's imports are other countries' 
exports, cutting imports in a number of countries contracts 
potential world trade, income and welfare. Such a strategy will 
not regenerate the North or the South, but simply reinforce 
defensive and isolationist pressures. For either global dialogue 
or development such 'beggar-my-neighbour' deflation is 

suicidal. We advocate the need 
for reflation in a context of 

ment lowers wage bargaining 
power. 

In North and South alike, 
social programmes are in crisis. 
By holding the rate of increase, 
then imposing a freeze, many 
governments have cut spend­
ing on housing, health, educa­
tion, social security provision 
and unemployment benefits. 

'Until the North begins the 
process of resolving its own 

crisis, there are limited 
prospects for genuinely global 

development.' 

planned cooperation between 
like-minded governments, so 
that 'better-my-neighbour' may 
replace 'beggar-my-neighbour', 
to the betterment of us all. 

Deflation is not only un­
viable for the world as a whole; 
it is also unequal and unjust in 
its impact on different social 

Recently, capital flows from the North have been exceeded 
by outflows from the South. This drain of resources has also 
resulted from adverse terms of trade and, in recent years, has 
been compounded by staggering debt repayment, making it 
more difficult to ensure development for the poorest people 
in the poorest countries. Since 1980, the crisis for developing 
countries has been aggravated by the increase in the value of 
the dollar. Now, perversely, it may be aggravated by its 
decline, as dollar devaluation increases the US price of 
imports from the Third World. But high interest rates have 
pulled capital towards the richest country in the world and 
pushed developing countries deeper into crisis, with debt 
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groups 
and classes . In some countries in the South, it threatens a 
fragile progress towards democracy. Little regard is paid by 
agencies such as the IMF to the real adjustment capacity of 
many of the lesser and least developed countries. Conditions 
requiring 'export-led' growth in some less developed countries 
have imposed not only scarcity but starvation on their own 
peoples. Sudan, shortly before the famine of 1985, had 
increased its food exports threefold in an effort to gain foreign 
exchange and relieve its debt burden. 

Is there an international alternative? Global Challenge 
affirms that there is, and confirms it with a range of analysis 
and supporting evidence. It both defends and extends the 

it 


























