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Towards yet another age of creative destruction?
Arno Tausch
This article analyses economic growth and social development in 173 countries. With global economic gravitation shifting to the Indian Ocean/Pacific region (Frank 1998), the article analyses especially the role of foreign capital penetration as the key variable of past quantitative dependency studies for contemporary economic growth and social performance. In a Schumpeterian fashion, multinational corporations (MNC) penetration reflects the power, which transnational oligopolies wield over local economies. Today, social polarization and stagnation increase as a consequence of the development model, based on high MNC penetration.
Economic growth in the long run in the outgone Kuznets-cycle 1990–
2005 was strongly determined by the long-run positive effects of foreign direct investments per GDP of the host countries, while at the same time – and contrary to the traditional expectations of neo-classical economics – the more short-term effects of heavy foreign direct investment inflows on the host countries of foreign direct investment (FDI) were very negative. Other results reported here also confirm our reasoning: the logic of the Kondratiev cycle 1975–2005; inequality, gender empowerment, the Human Development Index, and life expectancy all confirm our Schumpeterian explanation, presented in this article. East and South-East Asia emerge as the real growth engines of the world economy.
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1. Introduction

The current economic and social crisis is a temptation for social scientists to reconsider well-established assumptions of the discipline. The depth of the crisis, especially in the Northern-Euro-Atlantic region of our globe and its peripheries, and the apparent shift in the centre of gravitation of the world economy away from the Atlantic towards the Indian and the Pacific Ocean will renew not only the global research community interest in the later work of Frank (1998), but also in the centre-periphery models in the tradition of Prebisch (1950, 1983, 1988), and dependency theories in the tradition of such authors as Cardoso (1977, 1979), Cardoso and Faletto (1971), Furtado (1963, 1964, 1976, 1983), Sunkel (1966, 1973, 1978), and in the quantitative research inspired by these theories, namely by Galtung (1971), Sunkel (1973) and later Chase-Dunn (1975), Bornschier, Chase-Dunn, and Rubinson (1978), Bornschier and Ballmer-Cao (1979). All these theorists claimed that relations of dependency block long-run economic growth and bring about a socially unbalanced development, short spurts of economic growth notwithstanding. 

The master variable in this study is ‘multinational corporations’ (MNC) penetration. It is measuring the share of the value of cumulated foreign direct investments by transnational corporations in the gross domestic product of the host country, and is thus reflecting the power, which transnational oligopolies wield over local economies (UNCTAD, World Investment Report 2009, and previous issues). 

Our approach is Schumpeterian in character. Schumpeter, the great economist of the waning 19th Century and the early 20th Century, in his writings, published in 1908, 1912, 1939, 1950 strongly foresaw that capitalist development takes the form of ‘creative destruction’; and that innovation by entrepreneurs/companies is the force that sustains long-term economic growth, even as it destroys the value of established companies that enjoyed some degree of monopoly power. The monopolistic power, wielded by transnational corporations over their host countries, is also a measure of the temporary market power of the waning market leaders, facing new inventions, championed by the global emerging competitors of the old centres in the North Atlantic arena, especially in China and India.

The rest of this study is organized as follows. In Section 2 we shortly outline the main theories under scrutiny here, namely the Schumpeterian economic development theory; the five monopolies of the international system according to Amin (1997); world system analysis in the tradition of Polanyi (1957); Arrighi (1995) and Wallerstein (2000); the dependency model, formulated by Cardoso (1979); and the analysis of transnational capitalism and national disintegration according to Sunkel (1973). MNC dependency, reflecting the economic, social and political power of transnational oligopolistic corporations over their host countries as the key to analyzing contemporary changes is discussed in Section 3. The data, the development of the research design and the OLS-standard regression analyses are presented in Section 4. A final section concludes this study.
2. The main theories under scrutiny here

The writings of Joseph Alois Schumpeter (1908 [2009], 1912 [1934], 1939), and later world system and dependency analyses by Amin (1976, 1994, 1997); Bornschier (1982); Cardoso (1979), Cardoso and Faletto (1971); Prebisch (1950, 1983), and Sunkel (2003), were always aware of the emergence of crises, cyclical imbalances, regional shifts and their possible causes and consequences, as well as of the rise and decline of entire regions and even continents in the process of capitalist development. The world economy thus returns to the ‘old Galicia’ of 1909, when and where the young Schumpeter started his job as a University Professor in Czernowitz (then a German-language university on the very eastern outer rim of the Austro-Hungarian Empire, now Chernivtsi University in Northern Bukovina, Ukraine), gaining valuable insights into the nature of world development in the Galician periphery of the Empire, with all the ‘creative destruction’, which surrounded him. Several of his major works, like ‘The Nature and Essence of Theoretical Economics’ (1908, translated 2009) ‘The Theory of Economic Development: An Inquiry into Profits, Capital, Credit, Interest and the Business Cycle’ (1912, first translated 1934) were all heavily influenced by his early and short experience at the outer rim (1909–1911) of the Empire.

As is well-known, according to Schumpeter (1913, 1939) the entrepreneur is the prime mover of economic development, which is cyclical in character, connecting innovations, cycles, and development. Schumpeter strongly believed in the very long, 50–
60 year economic cycles, the Kondratiev waves (for empirical studies on Kondratiev waves, see the posthumous editions of Kondratiev's works in Kondratiev 2004; for 
a general analysis Devezas 2006; furthermore Bornschier 1996; Goldstein 1988; Tausch 2007, 2008; for a sceptical view also Kuznets 1940). Capitalist development takes 
the form of ‘creative destruction’ (Schumpeter 1950). Innovation by entrepreneurs/companies is the force that sustains long-term economic growth, even as it destroys the value of established companies that enjoyed some degree of monopoly power. Successful innovation is a source of temporary market power, eroding the profits and position of old firms, yet ultimately losing to the pressure of the new inventions, championed by the competitors (for a formal model of Schumpeterian growth economics, see Aghion and Howitt 1992). 

Like many other development theories of the first generation of growth economists after the Second World War, whose stars began to rise long after Schumpeter already went to America, like Mandelbaum (1945); Rosenstein-Rodan (1964); Rothschild (1944); Singer (1975); Singer and Ansari (1988); Singer and Roy (1993) all shared with Schumpeter the observation that capitalism never was a smooth equilibrium process. Mandelbaum, Rosenstein-Rodan and Singer, and the early dependency theorists in Latin America, whom they so heavily influenced, were deeply convinced that capitalism is NOT crisis-free growth, full employment, environmental sustainability and the end to social exclusion.

The contemporary international system, more and more, seems to resemble such 
a perpetual rise and fall of companies, regions, sectors, even nations. Several world systems approaches have taken up the basic idea of the Schumpeterian competition and stipulated that even the international system itself since the 1450s is characterized by hegemonies, international system de-concentration, the de-legitimation of the international order, and recurrent global wars over the hegemony in the system (see Devezas 2006; furthermore Arrighi 1995; Goldstein 1988; Tausch 2007; Wallerstein 2000). That currently economic growth dramatically shifts away from the North Atlantic arena to other regions of the world economy seems to indicate that such a major fundamental shift is taking place with the force of a real tsunami. Everywhere, the monopolies of power, which the old dominant transnational oligopolies wielded, are eroding. 

Enlightening, as critical political economy might be in times of global crises, there are also some profound contradictions of the ongoing shifts in the global political economy with some of what seems today the all too narrowly and stable, geographically defined foundations of ‘dependency’ and ‘world systems research’. Let us recall here that for dependency and later world systems theory, going back to the writings of its four ‘founding fathers’ Amin (1994), Arrighi (1995), Frank (1967) and Wallerstein (2000), ascent and decline in world society is largely being determined by what Amin (1976) called the following ‘five monopolies’ of the international system:

· the monopoly of technology, supported by military expenditures of the dominant nations,
· the monopoly of control over global finances and a strong position in the hierarchy of current account balances,
· the monopoly of access to natural resources,
· the monopoly over international communication and the media, and

· the monopoly of the military means of mass destruction.

Let us also recall here that dependency authors generally explained backwardness and stagnation by the ever-growing dependent insertion of the global, ex-colonial South into the world economy. Starting with the writings of Prebisch (1950), their leading spokespersons all would stress the unequal and socially imbalanced nature of development in these regions. Short-term spurts of growth notwithstanding, long-term growth in the countries of Africa, Asia and Latin America will be imbalanced and unequal, and will tend towards high negative current account balances. 

Later world system analyses – that started with the writings of the Austro-Hungarian socialist Karl Polanyi (Polanyi 1957) after the First World War – also tended to confirm and expand this dependency argument (Wallerstein 2000). Capitalism in the periphery, like in the centres, is characterized by strong cyclical fluctuations, and there are centres, semi-peripheries and peripheries. The rise of one group of semi-peripheries tends to be at the cost of another group, but the unequal structure of the world economy based on unequal transfer tends to remain stable. 

Cardoso once, at the height of the debate, summarized the quantifiable essence of dependency theories as follows:

· there is a financial and technological penetration by the developed capitalist centres to the countries of the periphery and semi-periphery,
· this produces an unbalanced economic structure both within the peripheral societies and between them and the centres,
· this leads to limitations on self-sustained growth in the periphery,
· this favours the appearance of specific patterns of class relations, and

· these require modifications in the role of the state to guarantee both the functioning of the economy and the political articulation of a society, which contains, within itself, foci of inarticulateness and structural imbalance (Cardoso 1979).

The Chilean social scientist Osvaldo Sunkel, whose work is closely connected with the United Nations Economic Commission for Latin America (CEPAL/ECLA), was more cautious than most other dependency and world systems researchers by proposing in his ‘Transnational Capitalism and National Disintegration (in Latin America)’ (Sunkel 1973) – the thought that transnational investment and integration might go hand in hand, under certain conditions, with an increasing global relative social polarization between rich and poor in the host countries of the evolving transnational system. In his 1973 essay he said:

The advancement of modernization introduces, so to speak, a wedge along the area dividing the integrated from the segregated segments [...]. In this process, some national entrepreneurs are incorporated as executives into the new enterprises or those absorbed by the TRANCO (i.e. transnational corporations), and others are marginalized; some professionals, forming part of the technical staff and the segment of employees are incorporated, and the rest are marginalized; part of the qualified labor supply and those that are considered fit to be upgraded are incorporated, while the remainder are marginalized. [...] Finally, it is very probable that an international mobility will correspond to the internal mobility, particularly between the internationalized sectors [...]. The process of social disintegration which has been outlined here probably also affects the social institutions which provide the bases of the different social groups and through which they express themselves. Similar tendencies to the ones described for the global society are, therefore, probably also to be found within the state, church, armed forces, political parties with a relatively wide popular base, the universities etc. (Sunkel 1973: 18–42).
3. MNC dependency as the key to analyzing contemporary changes

MNC penetration measures the different shares of GDP, which foreign capital investments have in the host countries, i.e. the UNCTAD percentages of the stocks of multinational corporation investments per total host country GDP. This research tradition has been especially developed by the Swiss sociologist Volker Bornschier and his school (Bornschier 1976, 1980, 1981, 1982, 1983, 2002; Bornschier and Ballmer-Cao 1979; Bornschier and Chase-Dunn 1985; Bornschier, Chase-Dunn, and Rubinson 1978). MNC penetration captures the power, which international oligopolies wield in the different countries of the world system, and it also ideally measures dependency theory as expressed in Sunkel 1973, and Cardoso 1979.

There were dozens of attempts to quantitatively study this very simple and basic logic of dependency, which also can be linked to the formal economic models developed by the Polish political economist Michal Kalecki (1899 to 1970), many of them originally published already in the 1930s, 1940s and 1950s (Kalecki 1972, 1979; furthermore Rothschild 1954, 1957, 1958, 1959, 1964, 1965), stressing the linkage between mono-poly power, the conditions of dependency (measured by Kalecki by raw material prices), and income distribution (measured by Kalecki by the wage share). 

Later tests of the Bornschier hypotheses could nothing but support and refine the original argument, independently of the research design, for different indicators and different time periods and different samples and different methods (see inter alia Beer 1999; Bornschier 1982, 2002; Dutt 1997; Heshmati 2006a, 2006b, 2007; Kentor 1998; Klitgaard and Fedderke 1995; Tausch 2003; Tausch and Prager 1993; Tsai 1995, just to mention a few samples from this vast literature).

By and large, our present research results build on the original dependency theory arguments, reported in Bornschier, Chase-Dunn and Rubinson (1978), and Bornschier and Ballmer-Cao, which both were based on analyses of the then ‘B-phase’ in the waning Kondratiev cycle from 1960 to the mid 1970s, now being applied as well for the current period in the world economy. Our period (i.e. ending before the big current crash of 2008–2011) is well comparable to the depression of the late 1970s and early 1980s, and the Great Depression of the 1930s. The fact that some later research results on MNC penetration, reported in the literature of the 1980s and 1990s, do not exactly correspond to other research results, must be qualified in the light of the following phenomena:

· The time frame of the study in the 50 – to 60 year long wave economic Kondratiev cycle and in the 18/22 year Kuznets cycles in the world economy since 
the oil crisis of 1973, with its very strong fluctuations. 

· Differences of methods used and periods studied,
· The sample composition of the study by location and level of development of countries, and

· The influence of other predictors, like development level, urbanization rate etc.

Arguments in the literature, which stress that cycle space and time play an important role in the logic of development, can be already found, among alia, in Bobrovnikov (2004) and Bornschier (1996). Cycle time requires certain conditions to be fulfilled to be able to be responsive to a development wave and attraction of development forces. Our study is the first world-system-wide study in the literature, linking MNC penetration in the mid 1990s and its growth until 2005 with social and economic development in 
the contemporary world economic crisis.
4. The empirical results

Our quantitative results can be only briefly presented here. They are based on standard, SPSS XIV–XV ordinary least squares multiple regressions.

The 15 predictors in our equations measure the already achieved development level as an important control variable for possibly diminishing returns on capital as well as four variables of globalization, four variables measuring state sector influence in the economy, and four variables measuring demography and balancing work and family life.

The choice of the 173 countries was determined by the availability of a complete data series for these independent variables (if not mentioned otherwise, UNDP data):
Independent variables

	1
	TRF04^2 total fertility rate, squared, 2004 (UNDP 2006)

	2
	MNC PEN 1995 MNC penetration per GDP (UNCTAD 2000)

	3
	DYN MNC PEN (increase MNC penetration, 1995–2000, UNCTAD 2000)

	4
	public education expenditure per GNP, 1998 (time-lagged) (UNDP 2000)

	5
	public health expenditure per GDP, 2003/2004 (UNDP 2006)

	6
	tax revenue as % of GDP, 1998 (time-lagged) (UNDP 2000)

	7
	age6504 percentage of people above 65 per total population, 2004 (UNDP 2006)

	8
	EXP 90 exports per total GDP, 1990 (time-lagged) (UNDP 2006)

	9
	female economic activity rate as % of male rate 2004 (UNDP 2006)

	10
	GDP per capita (PPP US$) rank minus HDI rank (priority of human development as a social policy goal over economic growth; UNDP 2006)

	11
	ln GDP natural logarithm of GDP per capita in real purchasing power parities, 2004 (UNDP 2006)

	12
	ln GDP^2 natural logarithm of GDP per capita in real purchasing power parities,  squared, 2004 (UNDP 2006)

	13
	comparative price level – low comparative price level: GDP PPP/GDP exchange rate, 1998 (time-lagged, calculated from UNDP 2000)

	14
	TFR04 total fertility rate, 2004 (UNDP 2006)

	15
	UNDP type Balancing work and family life index (calculated by a UNDP/Sen-type of index, built after the model of the human development index, composed of the sub-indices, ranging from 0 (worst value) to 1.0 (best value) for: Female economic activity (ages 15 and older), 2004; Probability at birth of surviving to age 65 female, 2004; TFR04 (total fertility rate 2004); under-five mortality rate 2004, all based on UNDP 2006)


The list of our dependent variables is the following. We claim to present with this analysis a fairly comprehensive synopsis of the logic of post-1989 development and its effects on the ‘human condition’:

Dependent variables

	16
	GDPPC90-2004, GDP per capita growth, 1990–2004 in real terms (UNDP 2006)

	17
	GDPPC75-2004, GDP per capita growth, 1975–2004 in real terms (UNDP 2006)

	18
	GDPPC90-2004, GDP growth, 1990–2004 in real terms

	19
	Gemvalue Gender empowerment index, UNDP 2006 (A composite index measuring gender inequality in three basic dimensions of empowerment – economic participation and decision-making, political participation, and decision-making and power over economic resources. 0 – worst value, 1.0 best value)

	20
	Human development index (HDI) value 2004 (UNDP 2006)

	21
	Life expectancy at birth 2000/2005 (UNDP 2006)

	22
	RAT2020 Quintile ratio – differences in real incomes between the top 20 % and the bottom 20 % in society (UNDP 2006)


In general, terms, we explain development performance by the following standard multiple cross-national development research equation:

(Equation 1) development performance 1990–2004 = a1. 

DIMENSION DEVELOPMENT LEVEL AND ITS NON-LINEAR TRADE-OFFS WITH DEVELOPMENT PERFORMANCE

+- b1*first part curvilinear function of development level +- b2*second part curvilinear function of development level + 
DIMENSION GLOBALIZATION

+- b3.. . *stock of transnational investment per GDP (UNCTAD) mid 1990s +- b4.. . *unequal exchange (ERDI, low comparative price levels) +- b5.. . * DYN MNC penetration   +- b6.. . * world economic openness (exports per total GDP, time-lagged) + 
DIMENSION STATE SECTOR INTERVENTION IN THE ECONOMY

 +- b7.. . * public education expenditures per GDP (state sector variable 1) +-b8 * public health expenditures per GDP (state sector variable 2) +- b9  * tax revenue as an indicator of state interventionism (state sector variable 3)  +- b10  * priority of human development as a social policy goal over economic growth (state sector variable 4) + 
DIMENSION BALANCING WORK AND FAMILY LIFE

+- b11 * first part curvilinear function of fertility rates +- b12*second part curvilinear function of fertility levels   +- b13.. . * share of people above 65 per total population (aging process) +- b14.. . * balancing work and family life +- b15.. . * female economic activity rate as % of male rate + 
 is the error term. For all equations, missing values were substituted by the mean.

Schumpeter's (1942) observations about the destructive creation inherent in the process of capitalist development, his observations about the sociological limits, which the formation and continuity of capitalist elites encounter in the long-run development of the ‘market economies’ as well as his strong belief in the cyclical nature of capitalist development, are all relevant for the interpretation of our empirical results.

For one, economic growth in the long run during the outgone K-cycle, which ended during the current global economic crisis, was strongly determined by the long-run positive effects of foreign direct investments per GDP of the host countries, while at the same time – and contrary to the traditional expectations of neo-classical economics – the more short-term effects of heavy foreign direct investment inflows on the host countries of FDI were – ceteris paribus – very negative. Transnational corporations in the outgone Kuznets cycle of 1990–2005 did not like, it seems, an environment of instability, and rather preferred the high-wage, high quality, and high-price economies of the typical West European countries, where their penetration rates of the host countries were still highest. 

The critique in the spirit of Yotopoulos and other social scientists of the drive to lower the comparative international price level within the framework of ultra-globalization is also strongly vindicated by our empirical results. Unequal exchange, or low comparative international price levels, were ceteris paribus one of the most important impediments against long-run economic growth. But the European Commission and the EU-27 member governments – with their legally binding ‘Lisbon indicator’ comparative price level, even further wanted to lower these price levels, instead of accepting the well-known neo-Keynesian Balassa/Samuelson upward convergence of price levels in the poorer EU-27 member countries.

At the same time, it is clear that state sector influence on the economy finds its limits in the post 1989 political economy of the world. 

In the post-1989 we have privatized airlines and railways, shipyards and steel works, we privatized government services, but we did not privatize – or privatize to a very significant degree – education.
For the explanation of economic growth over the very long period (‘development marathon’) over the entire Kondratiev cycle from 1975 onwards, the negative effects of the (rising) public health costs per GDP were additionally evident as one of the main negative predictors of economic growth, in conjunction with the factors already mentioned for the Kuznets cycle since the beginnings of the 1990s. 
The negative, long run effects of the globalization process, as measured by low 
comparative prices or unequal exchange, were being taken over by the export share 
per GDP.
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Diagram 1: a causal path/regression model of economic growth 
in the world system, 1990–2004
Explanation: the numbers are beta-weights in multiple regressions. PIN =.05; POUT = .10, mean substitution of missing values. Source: our own calculations based on UNDP data 2000–2006, and UNCTAD data (World Investment Survey). SPSS version 14, August 2007, provided by Innsbruck University. Error p < 10 %: the 11 insignificant predictors were not significant at the 10 % error probability level
Contrary to dozens of analyses, written by neo-classical economists, the long-run negative effects of very radical pro-globalization policies on economic growth in the period of the outgone K-cycle, which ended in 2008, are clear. As we stated already above, transnational corporations were interested above all in stable and growing home-markets, fuelled by mass-demand and high-quality services, and they were not at all interested in the long run in ‘republics for export’ with no stable and large home markets. Bad for the neo-liberals, but also bad for populists and conventional left-wing radicals, transnational corporations were not interested in ‘superexploitation’, but in quantity and quality markets. 
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Diagram 2: a causal path/regression model of economic growth 
in the world system, 1975–2004
Explanation: the numbers are beta-weights in multiple regressions. PIN =.05; POUT = .10, mean substitution of missing values. Source: our own calculations based on UNDP data 2000–2006 and UNCTAD data (World Investment Survey). SPSS version 14, August 2007, provided by Innsbruck University. Error p < 10 %: the 10 insignificant predictors were not significant at the 10 % error probability level
In this context, it should be emphasized that the recent Russian re-reading of N. D. Kondratiev also touches on the nature of waves in the centre and in the periphery. Especially the contemporary Russian economist Aleksandr Bobrovnikov put forward an interesting frame of reference, in fact linking the Kondratiev cycle debate with dependencia theory. Bobrovnikov makes the important point that transnational capital flows during the beginning of the downswing in the centre to the periphery, where the belated cycle still allows huge profits; and during the belated periphery depression, transnational capital again flows to the centre, thus exacerbating 
the debt crisis in the periphery. 

Our next analysis is about the causes of inequality in the countries of the world system. Our analysis of the process of inequality only partially confirms the earlier research results, discussed at length by quantitative sociology on the pages of the major transnational social science journals since the late 1970s. Especially taxes reduce income inequality to a considerable extent, while state sector expenditures in education in reality still increase existing inequalities, basically, because only the upper and the middle income classes are the real beneficiaries of capital intensive education outlays, especially on the tertiary level. There is a typical ‘Kuznets’ process of first rising and then shrinking inequality, but this process is not so much driven by the natural logarithm of income levels and their square – as traditionally assumed in the literature, but by fertility rates and their square. That is, rising fertility rates are associated with higher income inequality, but very high levels of fertility rates work in the opposite direction. As expected by dependency theory, heavy inflows of foreign capital do create additional inequalities, highly rewarding scarce skills, which are not available on the labour market, and making redundant unskilled labour, basically via the high capital intensity of foreign direct investments.
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Diagram 3: a causal path/regression model of economic inequality 
in the world system
Explanation: the numbers are beta-weights in multiple regressions. PIN =.05; POUT = .10, mean substitution of missing values. Source: our own calculations based on UNDP data 2000–2006 and UNCTAD data (World Investment Survey). SPSS version 14, August 2007, provided by Innsbruck University. The Beta-weight > 1.0 indicates that there is a high collinearity between the models of the variable. Error p < 10 %: the 10 insignificant predictors were not significant at the 10 % error probability level
Gender empowerment is determined by high female economic activity rates; and in addition, low comparative price levels – as implicitly foreseen by neo-classical economics – level-off the ‘playing field’ in the gender contest for incomes, prestige and power, and indeed work in favour of gender empowerment and work against male privileges in society. Gender empowerment rises – as inequality rates do – with rising fertility rates, and only at very high levels of fertility rates gender empowerment is reduced. This is an important finding in the context of the demographic debates in Europe – very low fertility rates actually are closely connected to lesser gender empowerment and are caused by higher male privileges, and gender empowerment is not only compatible, but also a precondition of ‘balancing work and family life’.
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Diagram 4: a causal path/regression model of gender empowerment 
in the world system

Explanation: the numbers are beta-weights in multiple regressions. PIN =.05; POUT = .10, mean substitution of missing values. Source: our own calculations based on UNDP data 2000–2006 and UNCTAD data (World Investment Survey). SPSS version 14, August 2007, provided by Innsbruck University. Error p < 10 %: the 11 insignificant predictors were not significant at the 10% error probability level
Our next and most probably most encompassing test result is our analysis of the determinants of the UNDP Human development index. The UNDP HDI is a real master indicator for the social situation of countries, and is very closely correlated with all other social indicators, including the available composite measures of the ‘Lisbon performance’ of a country in the EU-27. Balancing work and family life significantly increases the Human development index. Time lagged foreign direct investment per GDP 
is closely connected to the human development performance, while fresh inflows of foreign direct investment, by the very nature of the ‘destructive creation process’ first of all increase existing inequalities and also existing human development deficits. As correctly foreseen by Schumpeter, capitalism is not that smooth transition phase and above all has nothing to do with the neat equilibrium worlds of neo-classical equilibrium economics. It is a process of oligopolistic competition, where the power of transnational corporations interacts with the power of national elites and national governments. Latin American sociology of the 1960s and 1970s was very explicit about these structures of inequality, power, and unequal interaction. Fernando Henrique Cardoso, Celso Furtado, Osvaldo Sunkel and many others predicted the hardening of these structures and the next to impossibility for the countries of the semi-periphery and periphery to overcome these structures. 

In addition, a strong government social policy orientation in favour of human development is logically very significantly related to the human development outcome.

There is of course a curvilinear Kuznets-type of interaction between development levels and the human development index. There IS a definite possibility of social decay, foreseen in our quantitative results, which is or might be a real threat to the European ‘centre’. In addition, the centre HAS to come to terms with the demographic challenge and with high female economic activity rates. The capitalist work process, which makes dual work in the classically gendered household necessary, MUST offer the appropriate institutions, which make the balancing of work and household life necessary. 
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Diagram 5: a causal path/regression model of human development 
in the world system
Explanation: the numbers are beta-weights in multiple regressions. PIN =.05; POUT = .10, mean substitution of missing values. Source: our own calculations based on UNDP data 2000–2006 and UNCTAD data (World Investment Survey). SPSS version 14, August 2007, provided by Innsbruck University. Error p < 10 %: the 8 insignificant predictors were not significant at the 10 % error probability level
Our last test result is our analysis of the determinants of the UNDP data on life expectancy. Again, balancing work and family life significantly increases life expectancy. 

Again, a strong government social policy orientation in favour of human development is logically very significantly related to the life expectancy outcome. Low comparative price levels, ceteris paribus, are positively related to life expectancy, most probably because in aging societies, cheap social sector services and cheap state sector services are well compatible with the 24-hour care needs of the very elderly persons. 
There is of course again a curve-linear Kuznets-type of interaction between development levels and life expectancy. Goldstein foresaw this interaction already in 1985. Again, there IS a definite possibility of social decay, foreseen in our quantitative results. The first part of the social Kuznets curve this time is taken up by the indicator ‘fertility rates’, indicating that with falling fertility rates in poor countries, life expectancy is rising, and vice versa. The second, decay-oriented part of the life expectancy ‘Kuznets curve’, based on incomes per capita in real purchasing power, wields significant results as well. 

Again, it is shown that the capitalist work process, which makes dual work in the classically gendered household necessary, MUST offer the appropriate institutions, which make the balancing of work and household life necessary. Female economic activity rates are negatively related, under the present conditions of the often to be encountered incompatibility between work and family life, to life expectancy.


Diagram 6: a causal path/regression model of life expectancy in the world system
Explanation: the numbers are beta-weights in multiple regressions. PIN =.05; POUT = .10, mean substitution of missing values. Source: our own calculations based on UNDP data 2000–2006 and UNCTAD data (World Investment Survey). SPSS version 14, August 2007, provided by Innsbruck University. Error p < 10 %: the 7 insignificant predictors were not significant at the 10 % error probability level
5. Political perspectives and conclusions

We cannot but re-iterate that current globalization debates increasingly would have to take into account the ‘Asia/Pacific’-dimension (see Frank 1998, for his prophetic world historical projections of currently observable growth differences during the present world economic crisis). The landscape of the economic growth marathon, 1975–2003 was already clear enough, and it is even dramatic: East and South-east Asia are the real growth engines of the world economy.
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Map 1. The development marathon, 1975–2003 on a global scale
Source: our own calculations from the United Nations Human Development Report Statistics data base, freely available under: http://hdr.undp.org/hdr2006/statistics/. The map shows real economic growth rates for the ‘marathon’ period 1975–2003. ‘Bis’ is shorthand for: ranging from … to … Countries and territories with missing values (from North to South): Greenland, Latvia, Lithuania, Poland, Czech Republic, Belarus, Kazakhstan, countries in ex-Yugoslavia and in the Caucasus region, Afghanistan, Libya, North Korea, Iraq, West-Sahara, Mali, Cuba, French Guyana, Senegal, Eritrea, Liberia, Yemen, Cambodia, Somalia, Zimbabwe


 
[image: image3.wmf]GDP per capita growth

1975-2003

3

,2

 bis 

11

,2

  (27)

2

,1

 bis 

3

,2

  (17)

1

,7

 bis 

2

,1

  (16)

1

 bis 

1

,7

  (19)

0

,5

 bis 

1

  (10)

-0

,1

 bis 

0

,5

  (24)

-1

,5

 bis 

-0

,1

  (19)

-8

,1

 bis 

-1

,5

  (19)

Marathon 1975-2003


Map 2. The development marathon, 1975–2003 in the Atlantic arena
Source: our own calculations from the United Nations Human Development Report Statistics data base, freely available under: http://hdr.undp.org/hdr2006/statistics/. The map shows real economic growth rates for the ‘marathon’ period 1975–2003. ‘Bis’ is shorthand for: ranging from … to … Countries and territories with missing values (from North to South): Greenland, Latvia, Lithuania, Poland, Czech Republic, Belarus, Kazakhstan, countries in ex-Yugoslavia and in the Caucasus region, Libya, Iraq, West-Sahara, Mali, Cuba, French Guyana, Senegal, Eritrea, Liberia, Yemen, Somalia

The period after 1990 meant a continuation of this general trend, with a welcome shift of the growth potential in Europe from the centres away to the peripheries:
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 Map 3. Development after 1989 on a global scale

Source: our own calculations from the United Nations Human Development Report Statistics data base, freely available under: http://hdr.undp.org/hdr2006/statistics/. The map shows real economic growth rates for the period after the downfall of the Berlin Wall and the end of Communism in East Central Europe. Contrary to the assumptions of the European policy makers, who at the European Council meeting in Lisbon in 2000 planned to overtake the US by 2010, the United States is not ‘Miss world’ in terms of real economic growth rates. ‘Bis’ is shorthand for: ranging from … to … Countries and territories with missing values (from North to South): Greenland, Serbia, Montenegro, Afghanistan, Libya, Chad, Nigeria, North Korea, Iraq, West-Sahara, French Guyana, Liberia, Somalia
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Map 4. Development after 1989 in the Atlantic arena

Source: our own calculations from the United Nations Human Development Report Statistics data base, freely available under: http://hdr.undp.org/hdr2006/statistics/. The map shows real economic growth rates for the period after the downfall of the Berlin Wall and the end of Communism in East Central Europe. The map clearly shows the deficiency of growth in several European countries, including Germany. ‘Bis’ is shorthand for: ranging from … to … Countries and territories with missing values (from North to South): Greenland, Serbia, Montenegro, Afghanistan, Libya, Chad, Nigeria, Iraq, West-Sahara, French Guyana, Liberia, Somalia
At the same time, and largely unnoticed by the international scientific and media community, was a dramatic convergence of the real life conditions around the globe in favour not only of Asia, but also in favour of the larger European periphery – i.e. the countries of the European Mediterranean partnership, which has become one of the most important and fundamental policy areas of European foreign policy for years to come. Instead of ‘fixing’ European economic and social policy targets at the ‘best practice’ country United States, European decision makers would be well advised to consider the often very heterodoxical development lessons of the ascending Asian giants – which were much more selective in their policy orientation vis-à-vis globalization than many, less successful countries and regions:
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Map 5. The process of human development convergence/divergence 
in the world system

Source: our own calculations from the United Nations Human Development Report Statistics data base, freely available under: http://hdr.undp.org/hdr2006/statistics/. The map compares the convergence of human development indices for the period 1995 – 2003. The world average, unweighted by the population factor, is taken as 100 for each period, i.e. 1995 and 2003, and the percentage increases are calculated. The best country increased its level of the UNDP Human Development Index by 15.5 %, and the worst country decreased its Human Development level by 18.6 %, compared to the world average. The human development index ranges from 0 (worst performance) to 1 (best performance) and combines life expectancy, education and real income. For a more detailed description of the UNDP methodology, see http://hdr.undp.org/hdr2006/statistics/indices/. Our map clearly shows the stagnation of human development in Sub-Saharan Africa, the surge of Asia and the dynamics in many Muslim countries, which cannot be explained by Huntington's pessimistic theories. In many highly developed western democracies, human development is stagnating, largely reflecting the tendencies also described in the recent UNICEF Report on child poverty in the advanced countries, Child Poverty in Perspective: An Overview of Child Well-Being in Rich Countries. (Series: Innocenti Report Cards, 7 Date of Publication: 2007 Pages: 52, ISBN: 88-89129-43-3 freely available under: http://www.unicef-icdc.org/publications.) For East Central Europe, see also the Trasmonee data series, freely available: http://www.unicef-icdc.org/research/. ‘Bis’ is shorthand for: ranging from … to … Missing values for the following countries and territories (from North to South): Greenland, Slovak Republic, Bosnia, Serbia, Georgia, Azerbaijan, Turkmenistan, Afghanistan, Guinea, Sierra Leone, Liberia, Cuba, Suriname, French Guyana, Somalia, Qatar, Kyrgyzstan, Bhutan, Burma, North Korea, Taiwan, Angola, Gabon
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Map 6. The process of human development convergence/divergence 
in the Atlantic arena

Source: our own calculations from the United Nations Human Development Report Statistics data base, freely available under: http://hdr.undp.org/hdr2006/statistics. The map compares the convergence of human development indices for the period 1995–2003. The world average, unweighted by the population factor, is taken as 100 for each period, i.e. 1995 and 2003, and the percentage increases are calculated. The best country increased its level of the UNDP Human Development Index by 15.5 %, and the worst country decreased its Human Development level by 18.6 %, compared to the world average. The human development index ranges from 0 (worst performance) to 1 (best performance) and combines life expectancy, education and real income. For a more detailed description of the UNDP methodology, see http://hdr.undp.org/hdr2006/statistics/indices/. ‘Bis’ is shorthand for: ranging from … to … Missing values for the following countries and territories (from North to South): Greenland, Slovak Republic, Bosnia, Serbia, Georgia, Azerbaijan, Turkmenistan, Afghanistan, Guinea, Sierra Leone, Liberia, Cuba, Suriname, French Guyana, Somalia
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Map 7. The convergence of human development performance on a global scale – 
the case of Asia

Source: our own calculations from the United Nations Human Development Report Statistics data base, freely available under: http://hdr.undp.org/hdr2006/statistics. The map compares the convergence of human development indices for the period 1995–2003. The world average, unweighted by the population factor, is taken as 100 for each period, i.e. 1995 and 2003, and the percentage increases are calculated. The best country increased its level of the UNDP Human Development Index by 15.5 %, and the worst country decreased its Human Development level by 18.6 %, compared to the world average. The human development index ranges from 0 (worst performance) to 1 (best performance) and combines life expectancy, education and real income. For a more detailed description of the UNDP methodology, see http://hdr.undp.org/hdr2006/statistics/indices/. ‘Bis’ is shorthand for: ranging from … to … Missing values for the following countries and territories (from North to South): Greenland, Slovak Republic, Bosnia, Serbia, Georgia, Azerbaijan, Turkmenistan, Afghanistan, Guinea, Sierra Leone, Liberia, Cuba, Suriname, French Guyana, Somalia, Qatar, Kyrgyzstan, Bhutan, Burma, North Korea, Taiwan, Angola, Gabon
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