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d obal i sati on takes a massi ve knock fromattacks

Har dev Kaur

THE nove for gl obalisation, Iiberalisation and the push for nore porous
and open borders for trade and services have taken a knock with the
attacks on New York and Washi ngt on.

"The process of globalisation is based on the idea that the world
economny can be secured agai nst threat,"” says Philip Pool e, Chief Econom st
of emergi ng markets at I NG Barings in London. This belief has been
seriously shattered.

The attacks in New York and Washi ngton on Septenber 11 al so show t hat
"the borderl ess world t hrough whi ch goods and services flowis al so a
borderl ess worl d t hrough which other things can flowthat are | ess

positive".
Open borders have not only allowed and facilitated the a free fl ow of
goods and services,ideas and i nformation, but terror as well. They have

al so hel ped gl obalise terrorism

The i medi at e response to the attacks was to prevent further danage. And
rightly so. The groundi ng of flights, the closure of airports, the stepped
up security and checks are all forns of "barriers" nmeant to safeguard life
and property. In a sense this was a setback to the forces and proponents
of globalisation and |iberalisation.

Simlarly devel oping countries have tried to prevent damage and pr ot ect
their "fragile and vul nerabl e" econoni es fromadverse external effects.
They enpl oyed vari ous neasures for which they were criticised by devel oped
countries and t hose who pushed for greater |iberalisation and openess.

Countries - including the devel oped nations - are now focused on their
donmesti c econoni es nore than ever before. A nunber of international
meet i ngs and conf erences have been cancel | ed or postponed due to security
consi derations and the |l ack of attendance fromworld | eaders.

They are staying at honme to concentrate on donestic i ssues and
econoni es.

The I nternati onal Monetary Fund (I MF) and Worl d Bank cancel |l ed their
joint annual nmeeting followi ng the attack on New York's Wrl d Trade Centre
and Pentagon i n Washi ngton DC. Even before these devastating attacks the
I M= and Worl d Bank had reduced the neeting to be held over two days from
the original seven due to threats fromanti-globalisationdenonstrations.

The Commonweal th Secretariat postponed its neeting of the Heads of
Gover nment whi ch was schedul ed to be held in Brisbane fromGCctober 6 to 9.
Earlier, Australia had said that it was nonitoring the situation on a
daily basis in the wake of the attacks.

Prof essor Jagdi sh Bhagwati of Col unbia University says the Wrld Trade
Organisation (WO Mnisterial neeting schdul ed to be held in Doha, Qatar,
Novenber 9 to 13 shoul d be cancell ed. He argues that it is too risky to go
ahead with the neeting.

M ke Moore, WO director-general, who has personal ly | obbi ed many
countries and | eaders to support the | aunch of a newworld trade round i s
in favour of going ahead with the neeting. The Qatari Gover nment
understandably is keen to go ahead with the neeting to showthat it is
busi ness as usual despite the declaration of "war" by the US.

Even before the attacks, the death of a protestor inthe Italian city of
Genoa during the Goup of Seven (G 7) neeting had | ed organi sers of
various international neetings toreviewtheir activities. But the events
of Septenber 11 nay have seal ed the fate of many i nternational and gl obal



events and future trends in the world econony.

Many ot her | ess high profiled conferences, neetings and i nternationa
foruns have al so been cancel | ed or postponed following the attack on the
Wrld Trade Centre in New York and t he Pent agon i n Washi ngt on DC.

These attacks have adversel y affected economni es and econom ¢ activity
around the world. And with the US "decl arati on of war" | eaders and
m ni sters have ot her issues on their mnd.

Donesti c i ssues have taken precedence over international and gl obal
i ssues.

If all politics is local, nowit appears that all econonmic attentionis
al so focused on | ocal issues. Countries are consi dering howto manage the
domesti ¢ econom es and cushi on t hensel ves fromthe adverse external inpact
and t he possible recession inthe US and sl owi ng worl d econony. Many are
| ooki ng to punp prine their econom es and stinmul ate donesti c consunpti on
and activities with additional allocation of funds.

Mal aysi a has done just that, as has the US. I n Anerica nassive bail outs
are al so in the pipeline. Federal Reserve Chairnman Al an Greenspan says t he
US econonmy may need a US$100 billion (US$41 = RVB. 80) boost - equival ent
to 1 per cent of gross domestic product - to recover fromthe devastation.

Prime M nister Datuk Seri Dr Mahat hir Mohamad, who is al so Fi nance
M nister, unveiled a RMA.3 billion package | ast Tuesday. This is in
addition to the RM3 billion that he announced in March and the RW28
billion that was allocated in the 2001 budget.

The US, the world's | argest econony, has al so allocated funds to
stimul ate the econony and provi de "honel and def ence".

In addition to the US$40 billion in energency funds the US Congress has
al so approved US$15 billion to bailout the airlines.

The i nsurance and rei nsurance firnms have al so joined the que. They are
said to be lining up i n Washi ngt on sayi ng they need help. And this is
after publicly saying that that they have "enough capital to cover the
di saster".

"Specifically, the insurance executives want the Government to becone
the i nsurer of last resort, rmuch |like the Federal Reserve is the | ender of
| ast resort,” Mchael Noer wites in Forbes.

“"It's appalling,"” Noer says, adding: "In the aftermath of the attacks,

t he nation has been treated t he spectacl e of sone corporate Anerica's top
executives lining up in the corridors of Washi ngton DC hats i n hand,
begging for freebies like scruffy menin a soup Iine"

"Corporate chiefs, who at any other tine would preach self-reliance and
be agai nst governnent intervention, nust, in these worst of times, listen
to their own wi sdom"™ Noer wites.

Sone of the CEO s now seeki ng governnent bailouts are the very sane ones
who had criticised devel opi ng countries and those hit by the 1997-1998
Asian crisis for assisting the troubl ed compani es and protecting themfrom
further attacks.

Then agai n the i medi ate groundi ng of all flights in the US and t he
closure of airports for several days together with the closure of stock
exchanges in the America and ot her busi nesses in the wake of attacks is a
preventive nmeasure and al so a "barrier" to busi nesses.

Just as these neasures, "barriers, assistance and bail outs" are now
deened necessary in the wake of the attacks to prevent further damage to
t he economy and nai ntai n confi dence i n busi nesses, so too were the
measur es taken by countries |ike Mal aysia during the financial crisisin
1997-1998, including selective capital controls. Yet Ml aysia was severely
criticised for wanting to isolate its econony fromeven greater danage and
devast ati on.

Preventive nmeasures, necessary in the face of the attacks and



devast ati on, hanpered free fl ow of goods and services as well as
busi nesses.

Thus devel opi ng countries cannot be accused nor shoul d t hey be penalised
for doing the best for their donestic econom es and protecting the
interests of their citizens, just as the US did.

If protection and prevention of further danmage to the donestic econony
isinportant and vital for devel oped countries, and i ndeed for the world's
| argest econony and only super power, it is equally inportant and
necessary for devel oping countries to do so.

They shoul d not be accused of being anti-globalisation and anti
l'i beralisation.



	Globalisation takes a massive knock from attacks (NST 01/10/2001)

