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This article cites ways in which we are in uncharted territory with respect to the natural environment, the global financial system, and global governance arrangements.  It describes how the G20 is remaking global governance in ways which may have less impact on finance, trade and climate rules than on the future of international development. 

Uncharted Territory

Environmentally, we are in uncharted territory.  The year 2010 is tied with 2005 as the hottest year on record.  Together with the growing list of climate-related catastrophes, global warming is presenting humanity with an ultimatum.
 
Financially, we are also in uncharted territory. After two centuries of Western economic hegemony, we see the ascendance of emerging market economies with surging growth rates which have outstripped those of the West for a decade.   According to the World Bank’s “2011 Global Economic Prospects,” growth rates in emerging markets are projected to be more than double the rates in advanced countries.  Although the emerging market countries account for only around 25% of global GDP, in 2011 they will account for almost half of global growth.

Patterns of dependence are shifting before our eyes as the US and Europe increasingly rely on foreign governments, especially China, to finance their spending.  Nervous markets suggest that they may deliver an ultimatum to the West:  Rating agencies (Moody’s and Standard & Poor) warned the US this month that -- without action to correct its deteriorating fiscal situation – its AAA credit rating is at risk.  Already, bond spreads show that the default risk for some euro zone countries is bigger than for emerging markets like Ukraine or Argentina. 
 
According to some experts, the West has not backed away from the economic precipice.    At the release of World Economic Situation and Prospects 2011, an UNCTAD official stated, “The three big regions-Japan, Europe and the United States have not yet overcome the difficulties fully.  And, given the fact that they are withdrawing their policy stimulus, there is indeed an enormous danger that the recovery will stall in the course of this year.” 

The West is in uncharted territory at a time when the credibility of its “Washington Consensus” has been shattered and discredited and, in some countries such as the U.S., unemployment rates stand at historic highs.  The paradigm of the “Washington Consensus,” which took a radical approach to deregulation, fostered a kind of global interdependence that “became the carrier of economic ruin,” as noted by World Bank Chief Economist Justin Lin in his seminal speech, “A Global Economy with Multiple Poles.” 

During the global financial crisis, the Group of 20 (G20) was upgraded from a ministerial to a leader’s summit.  And, nine emerging market economies (as well as Australia and Saudi Arabia, and the EU) have joined the G8, ostensibly to chart a path to recovery and rebalancing of the global economy.  

 
However, the G20’s overarching plan -- as articulated in its “Framework for Strong, Sustainable and Balanced Growth” -- is riddled with problems.  The Framework could dampen or cripple global recovery by calling for too much fiscal austerity too quickly in too many countries.  It could accelerate global warming by neglecting the need for a low-carbon path to accompany its initiatives to: a) boost global demand by increasing the domestic consumption of China and other surplus countries and b) promote fiscal consolidation in advanced economies.  Although the ILO is supposed to be a G20 “partner,” the Framework also calls for cutting minimum wages and dismantling collective bargaining in many countries.
 
In addition, the G20 is not paying attention to the fact that the “Washington Consensus” became the carrier of environmental as well as economic ruin.  The French have put climate financing  on the agenda of the 2011 Cannes Summit and South Africa will reportedly use its new membership in the BRIC (Brazil, Russia, India, China) group to intensify the global campaign on climate change.  However, given the positions of countries such as the U.S. and Canada, which recently rejected climate legislation, it is unlikely that the G20 will make any headway.

 
G-20: Hot-wiring the governance of international development?

While the G20 is at loggerheads with regard to global rules to govern finance, trade and climate, the body is poised to hot wire governance of international development.   
“Hot-wiring” occurs when one or more governments (the G7, G8, or G20) establish or influence the mandates and agendas for an array of global institutions.  (A car is “hot-wired” when it is started without the key.)  For three decades, the G7 “hot-wired” global institutions – such as the IMF and World Bank – to promote its “Washington Consensus,” which was a colossal failure for most developing countries.  Ironically, countries such as China and India that flouted the paradigm or, more accurately, took a gradualist and selective approach to adopting the paradigm, are now beginning to “call the shots.” 

The G20’s “Multi-Year Action Plan for Development” (adopted at the November 2010 Seoul Summit) signifies that we are in uncharted territory with regard to global governance, since it gives a series of mandates to global institutions which heretofore have established mandates through their own executive bodies.  (See our summary of the Action Plan, with attention to which “agents” are designated to implement each of nine Plan priorities.)  

The Action Plan has virtually no environmental dimension and, with its almost exclusive reliance on the private sector, one wonders if its implementation could continue the process of “kicking away the ladder” of development from poorer countries as, in many ways, the G7 tried to do.  (Authored by Ha-Joon Chang, “Kicking Away the Ladder” (2002) argues that all industrialized countries relied on state intervention in the market in order to get rich and then tried to forbid other countries from doing similarly.)

 
Importantly, the Action Plan is being implemented primarily in less developed countries – that is, in many of the 172 countries that are excluded from G20 membership. 
 
As an example of potential “hot-wiring,” one can assess how the G20 intends to scale-up infrastructure financing.  The G20 has appointed a 12-person high-level panel (HLP) to review and possibly harmonize the infrastructure plans for the World Bank and regional development banks with the goal of massively expanding infrastructure financing.  In this process, the panel will also make recommendations with regard to environmental and social safeguards.  When the G20 finance ministers agree to some version of the HLP’s recommendations, will the ministers have the power to dictate their acceptance by the development banks? As one World Bank Executive Director stated, his country’s Finance Minister who calls the shots at the G20 is the same person who, as a Governor, calls the shots at the World Bank.  The G20 Finance Ministers control more than 65% of the votes in the World Bank.
 

It appears as though global bodies are accountable to the G20 and the G20 is accountable to no one.  By designating itself as “premier forum for international economic cooperation,” the G20 was not just establishing another global body.  Rather it was creating a super-structure capable of giving “mandates” to all global institutions and, thereby, orchestrating global economic and political processes.  In outlining plans for the Cannes Summit, the French note that – through the G20 – they have “obtained the necessary mandate” to reform global governance, among other things.

Being in uncharted territory, it is important for civil society to explore questions, such as:  
· Can the G20 be a power for democratizing global governance, particularly governance of economic development?  If so, what would it take?   
· Given the shortcomings of the West’s dominant paradigm, what can be done to ensure that the G20 and other global bodies effectively foster a new paradigm based on equity, respect for the earth’s finite resources, and the imperative to curb global warming?   
 
Given that we are in uncharted territory – environmentally, financially, and with regard to global governance – it is important that we construct new maps to guide our progress.  Our destination on the new maps is a place of security, dignity and sustainability for humanity.  We cannot afford any more detours that sacrifice the ecosystem on the market’s altar.     

