
By Gary Fields

THE last 25 years of economic growth in
the developing countries have pro-
ducedaspectacular reduction intheper-

centage of the world’s people living in extreme
poverty.Fifty-twopercentofpeople indevelop-
ing countries were in extreme poverty at the
start of the 1980s; the rate has fallen to 22 per
cent today. In China alone, rapid economic
growth resulted in a drop in poverty of 500 mil-
lion people.

Despite this welcome progress, much more
needs to be done. Many people in the Western
worldassumethatsolvingtheproblemofpover-
ty in the developing world primarily requires
the creation of more jobs. That is not the case –
or at least not the main issue. The developing
world has plenty of jobs. The world’s working
poor need better jobs. The reason for this is
straightforward. In the absence of any meaning-
ful social welfare systems, workers in the poor-
er countries simply must work. If no one else
will hire them, of necessity they create their
own earning opportunities, typically in very
low-paying self-employment.

For this reason, the unemployment rates in
developing countries are lower than those in

thedevelopedcountries. In theworld’sdevelop-
ing countries, the number of unemployed is
over 150 million – accounting for about four of
every five unemployed workers worldwide.

Meanwhile, the advanced economies ac-
count for only about 15 per cent of the world
population, but have 22 per cent of global job-
lessness.The richer countries thus have a much
greater share of unemployment globally than
their share of population would suggest.

For workers in developing countries, there
are three big issues to tackle: First and fore-
most, the poor work long hours, but earn so lit-
tle per hour that they are unable to move above
the poverty line. Second, women face particular
disadvantages in the labour market. And third,
too many workers are forced into what can only
be regarded as indecent work, such as mod-
ern-day slavery, indentured servitude, and
child prostitution.

What is to be done? At first blush, it seems
very encouraging that nine of every 10 workers
in the developing countries work in the private
sector. While some of these are wage and sala-
riedworkerswhohaveregularcontractsanden-
joy social protections, most are not. The large
majority of these workers do not benefit from
any kind of job protection or social pro-

grammes.
In a global context, it is therefore important

to de-mystify the role and character of the pri-
vate sector. Private companies will make their
decisions based on what is in their profit-max-
imising interest to do. It is on that basis that
they decide whether or not to invest in a given
country, hire more workers there or not, pay
them well or not, train them or not, adopt “high
road” human resource practices or not.

If this is right, then improved labour market
outcomes may be a by-product of profit-seek-
ing on the part of firms, but it is not realistic for
improved labour market outcomes to be seen
as a goal of private-sector employers – at least
not yet. Public policies on the part of national
governments and international organisations
as well as non-governmental organisations
(NGOs) and consumer movements, need to be
formulated in view of this reality.

Developing countries need resources to cre-
ate and sustain new social programmes (or ex-
pandexistingones), aswell as topreparepeople
for better employment. Since most employ-
ment in developing economies is self-employ-
ment, their governments and these
governments’ international partners must see
to it that they give workers the tools to raise

their productivity. This means, first and fore-
most, more skills and education, but also in-
cludes other programmes such as providing
farmers with cheap but effective irrigation
equipment so that they can raise their crop
yields. More open trade, if carefully managed,
can also bring about better employment out-
comes and thereby reduce poverty.

However, given private companies’ pre-
sumedprofitorientation, theycannotbeexpect-
ed to stand up for workers’ best interests. That
is why, in the context of the current debate over
trade agreements such as the Trans-Pacific Part-
nership, the codification of worker protections
in international agreements is a critical factor.

Howtoget there?The involvementofgovern-
ments,NGOs,unions,and concernedglobalciti-
zensarecritical. Publicpressurewill remainone
ofthemostpotent forcesto induceprivatecom-
panies to undertake pro-worker actions and re-
forms.
❚ The writer is professor of international and
comparative labour and professor of economics
at Cornell University and the 2014 recipient of
the IZA Prize in Labor Economics awarded by
the Bonn, Germany-based Institute for
the Study of Labour
http://newsroom.iza.org/en/

❚❚ THE BOTTOM LINE

Working hard, but working poor, in developing countries

Washington

S
OME BT readers may not be

old enough to remember a

time when the conventional

wisdom among the experts
was that Japan would overtake

America sooner or later. In-

deed, in the immediate after-

mathof theColdWarandafew
years before the American economic boom of

the 1990s, before the bulls would run in Wall

Street and before Silicon Valley would become
thewonderof theworld, lawmakers inWashing-

ton and leading pundits were predicting that

the super-charged Japanese economy of the
time would eclipse the then-waning American

one.

Historian Paul Kennedy argued in his book

The Rise and Fall of The Great Powers that, not
unlikeothergreatpowers in thepast, theAmeri-

can economy would be bankrupted by its mili-

tary spending, while Japan and Europe would

be zooming ahead. In The Coming War with Ja-
pan, strategic analyst George Friedman predict-

edthat Japanwouldtranslate itseconomicpow-

er into military might and would be able to beat
the United States in a military confrontation.

And with the media highlighting reports about

Japanese investorsbuyingrealestate inManhat-

tan and Sony Corporation’s acquisition of Co-
lumbiaPictures in1989 ,novelistMichaelCrich-

ton painted in his novel Rising Sun a nightmare

scenario under which Japan Inc was taking over

the United States. There was no doubt about it.
We were entering the new Japanese Century.

These and similar “the-Japanese-are-

coming” forecasts piled on political pressure in

Washingtonto reduceAmerican defencespend-
ing and its global military outreach and to em-

brace less free-market oriented economic poli-

cies and a more protectionist trade strategy.
But theJapanesedidnot takeover theAmeri-

caneconomy and have instead entered a period

of economic stagnation; it has become an aging

society and developed an uncertain geo-strate-
gic position. President Bill Clinton, resisting

pressure from the isolationists and the protec-

tionists,unleashed the forcesof the free market

and liberalised trade policies, with the United
States emerging as an unchallenged global mili-

tary and economic power in the 1990s. The

prophets of American doom proved to be
wrong.

One should never bet against America, con-

tended the critics of the declinism thesis. But

thenintheaftermathof the2008financial crisis
and the ensuing Great Recession that was cou-

pled with American military fiascos in Iraq and

Afghanistan, there was a sense of déjà vu all

overagain intheair, asonceagainAmericanpol-
iticians and experts were warning that America

was in decline. The Anglo-American model of

capitalism and its policy by-product, the Wash-

ingtonConsensus, were dead. The Unipolar Mo-

ment was over, and the United States wasn’t

able to determine geo-strategic outcomes any-

more. The American political system wasn’t

working and social and economic divisions

plagued its society. And China and the other

emerging economies were on the way up. Bye,

Bye, America. Hello, the new Chinese (orPacific)

Century.

Like in the 1990s, the more recent revival of

the “America-is-in-decline” thesis through nu-

merousarticlesandbooksreliedonamixofsta-

tistical and anecdotal evidence. Not unlike the

Japanese economy in the 1990s, the American

economyseemedtobeheadingtoward aperiod

of low growth and stagnation. Unemployment

wasup, the tradedeficitwasexpanding,andthe

politicaldeadlock inWashingtonmade it impos-

sible to put the American fiscal house in order.

Add to the depressing picture the country’s

crumbling infrastructure, aging population, ail-

ing public education system and rising rates of

poverty, and it looked as though the American

Dream was over.

At the same time, the geo-strategic challeng-

es facing the United States were clearly evident

in the Middle East, where Washington seemed

tobe losing its pre-eminentposition,whileboth

Russia and China were in a position to resist its

diplomatic and military pressure. The Ameri-

can public was expressing growing opposition

to an activist US military role abroad and

America’s global trade policy was not being ad-

vanced.

All true. But if you had made too many bets

against America in recent years, you may soon

find yourself on the losing side. Or at least that

is emerging to be the new conventional wis-

dom, as the declinists seem to be in retreat in

the face of many indications that America is

back in business.

First,noonewoulddenythatAmericacontin-

ued to get out of recession faster than Japan

and the European Union. The American econo-

my grew last year by 2.6 per cent and is expect-

ed to grow by at least 3 per cent this year; eco-

nomicgrowth in the Japanese and the European

economies remain at around 1 per cent.

The US unemployment rate has continued to

fall and is now around 5.8 per cent, less than

half of the jobless rate in Europe. That develop-

ment, coupled with signs of improvement in

many segments of the American economy – a

booming stock market, rising tax revenues, a

strong dollar – is probably going to lead policy-

makers in the USFederalReserve tostart raising

interest rates and normalise US monetary poli-

cy. These are all very impressive achievements,

especially if one considers all the doom-gloom-

predictions by declinists, notably on the politi-

cal right about the imminent collapse of the

American economy to be driven supposedly by

government spending and the Fed’s “easy mon-

ey” that would result in hyperinflation and the

debasing of the American currency.

Itwouldbeamistake toattribute thesignsof

improvement in the American economy entire-

ly to the policies of the Obama administration

or the Fed. The ultimate sources of American

power are more structural, and include, as stra-

tegic thinkerWalterRussellMeadput it, “theeco-

nomic dynamism of its culture, the pro-busi-

ness tilt of its political system, its secure geo-

graphical location, its richnatural resourcebase

and its profound constitutional stability”. That,

together with the continuing flow of millions of

new immigrants into the country, ensures that

the United States can bounce back from devas-

tating economic crises and costly military inter-

ventions. (It sounds bizarre today, but there

was a time when many western observers be-

lieved that the Soviet Union and its communist

ideology were the “wave of the future” and that

America and its liberal-democratic traditions

were passé.)

SINO-AMERICAN CENTURY?
Moreover, the fracking boom that is expected to

make the United States a leading energy export-

er in the near future and the dramatic fall inglo-

bal energy prices are bound to energise the

American economy and increase US diplomatic

leverage vis-à-vis friends and foes alike.

Yet in contrast to the American economic re-

covery and boom of the 1990s, the current re-

vival is probably going to be less impressive.

The American economy may be doing better

than the Japanese and European economy, but

the Chinese economy would continue to surge

ahead relative to the American one. The Sino-

American Century?

There isalso nodoubt that,unlike theperiod

that followed the end of the Cold War, when

American power reigned supreme, Washington

wouldnowhave toshare powerwithother lead-

ing global players, although none of them

would be able to challenge US military status

anytime soon.

There is also another major difference be-

tween the economic recovery and growth of the

1990sandthecurrentone. Inthe1990s, theeco-

nomic boom helped create new jobs and bring

more prosperity to the entire American middle

class;now, there isasense that most Americans

are not benefiting from the economic growth

and that the only ones who are being rewarded

are the super-rich.

America may not be declining, but many of

its citizens seem to feel that way.

Thesis on America’s
decline not panning out
‘Declinists’ have preached the end of US global leadership twice in 30 years. But don’t bet
against the US. The roots of its power are structural, cultural and geographical. BY LEON HADAR

IF one wishes to see in the new year more
initiatives to liberalise global trade, then 2015 is
looking good. Indeed, when it comes to trade
policies, the political stars are being aligned in
Washington.

In the White House sits a centrist Democratic President committed

to the principles of free trade who has pledged to conclude two gi-

gantic global trade deals – the Trans Pacific Partnership (TPP) with

12Pacificnations,andtheTransatlanticTradeandInvestmentPart-

nership (TTIP) with the European Union (EU) – perhaps as early as

this year.

At the same time, the Republicans are going to take control of

both the House of Representatives and the Senate this month, and

their pro-business leaders insist that they plan to enact legislation

that promotes free trade, including the TPP and the TTIP that are

now in the last stages of negotiations between the United States

and its trade partners.

While the congressional Republicans have been trying relent-

lessly toblockPresidentBarackObama’sdomesticandforeignpoli-

cy initiatives in the past six years, the main political obstacle to ad-

vancing the White House’s ambitious trade policy agenda has been

the Democrats on Capitol Hill led by the party’s so-called progres-

sive wing. In fact, the financial crisis and the ensuing Great Reces-

sion have created an environment that seemed to be conducive to

winning public support for the anti-globalisation rhetoric favoured

by progressive Democrats and their allies in the labour unions.

Theirmantra thathasbeenembracedbya largenumberofcongres-

sional Democrats is that trade deals such as the TPP and the TTIP

reward Corporate America but hurt American workers whose jobs

are being sent to China and other emerging economies.

These anti-trade liberalisation sentiments among the Demo-

crats explain why the majority of congressional Democrats and

their leaders have opposed granting Mr Obama the so-called trade

promotion authority (TPA) aka “Fast Track” that allows the White

House to negotiate and conclude trade deals and then bring them

beforeCongress foran “up”and“down”vote,ensuringthat lawmak-

ers aren’t able to force changes in the language of the accords.

Republican leaders have suggested that they could muster

enough Republican votes in both houses of Congress to win ap-

proval of a TPA. But while they enjoy strong support from the busi-

ness allies for such a move, many Republicans, especially mem-

bers of the Tea-Party wing, are expected to resist providing more

power to the much reviled Mr Obama.

Onhispart,Mr Obamahasbeenreluctantuntilnowtopick apo-

litical fight with his Democratic allies over trade policy and has re-

frained from taking a strong public stand on the issue and hasn’t

quitegoneout topromote theTTPand theTTIPwith thekind ofen-

thusiasm that he projected when advancing his healthcare insur-

ance reform plan.

So both Mr Obama and the Congressional Republicans have an

opportunity to show leadership and work together in getting these

two historic trade deals approved and make 2015 a good year for

free trade.

The structural
sources of
America’s
power ensures
that it can
bounce back
from
devastating
economic
crises and
costly military
interventions.
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EDITORIAL

Washington’s big
opportunity on
securing historic
trade deals in 2015

Many people in the
Western world assume
that solving the
problem of poverty in
the developing world
primarily requires the
creation of more jobs.
That is not the case –
or at least not the
main issue. The
developing world has
plenty of jobs. The
world’s working poor
need better jobs.
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