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2.1 Introduction

Adam Smith’s seminal contribution to political economy, The Wealth of Nations (1776), has provided us with both a profound statement of the nature of the science of political economy as well as some magisterial insights into the source and impact of wealth generation. The principle objectives of political economy, according to Smith, are “to provide a plentiful revenue or subsistence for the people, or more properly to enable them to provide such a revenue or subsistence for themselves” as well as to “supply the state or commonwealth with a revenue sufficient for the public services.” Together, these objectives seek “to enrich both the people and the sovereign” (Smith 1776: Book IV, 1: 332). Smith challenges the mercantile perspective that precious metals are of prime importance by arguing that the relative productivity of labor is the critical source of the wealth of nations. Stephen Parente and Edward Prescott (1993: 1) assume from this that Smith’s analysis “leads naturally to per-capita gross domestic product (GDP) as the appropriate measure of wealth.”1
Yet it must not be forgotten that Smith is the author of The Theory of Moral Sentiment (1759), and that even his The Wealth of Nations is imbued with philosophical and theological underpinnings. As A.M.C. Waterman (2002) argues, The Wealth of Nations “may be read as a work of natural theology”, where human interests can be promoted only if the social institutions are well formed. In the Theory of Moral Sentiments, as well, Smith argues that an obsession with wealth and power and neglect of the poor and sick is “the most universal cause of the corruption of our moral sentiments” (Smith 1759: 61), which can adversely affect the health of the institutions as well as material output. It is, therefore, not surprising for authors to claim ethics as a critical form of wealth.

For instance, Thomas Donaldson (2001) argues in “The Ethical Wealth of Nations” that a suitable ethics upon which to base judgments and actions is necessary for the operation of any system, including a system of business and material output. He claims that prosperity cannot be attained without a suitable ethical fabric, including judgments about fairness in the distribution of goods, better government, social cooperation and economic “duties” of citizens. These duties are linked to the respect for intellectual property, engaging in fair competition, not abusing relationships with government, providing accurate information to the market, avoiding bribery, respecting environmental integrity, and honoring contracts and commitments. Without an effective ethical system – which is a form of “social capital” – he claims the economy is subject to the instabilities and waste of crony capitalism, a “grabbing culture” of corporate and state corruption and fraud, where people are untrustworthy and lacking in human sentiment.

Once wealth is seen in this broad fashion – as constituting elements as apparently diverse as labor productivity and ethics – it opens up a Pandora’s Box. Indeed, this seems to be the fashion nowadays, in business and development studies plus the social sciences in general: to see wealth in all its many dimensions. Socioeconomic performance, in other words, is based on many different durable structures. Even welfare, such as happiness, quality of life and environmental sustainability, can be seen to be quite critical to the long-term production and reproduction of material life. Indeed, the more we move into a service economy, a postmodern world, a symbiotic reality, the less materialistic the forms of wealth become. 

This chapter will attempt to examine in some detail the state of the world in relation to certain statistical indicators of performance, progress and welfare. After 20-30 years of “modern globalization” and neoliberalism, it is an opportune moment to take stock of where the world is heading and how well-off human beings are in different nations, regions and continents. It is also an opportune moment to assess the different structures of power that operate in the world, from the point of view of certain indicators of material or symbolic possession. This is done from the methodological view of a classical political economist, one who is imbued with the importance of taking a broadly historical approach, set within the context of institutions and relationships (see Eltis 1984, Rostow 1990).

In essence, then, the current paper seeks to utilize a classical style in examinating the material and immaterial foundations of wealth and income in the global political economy. We examine not only nations, but also continents and corporations. We start by exploring the historical evolution of material income and wealth in a long-term analysis of motion and changing power relations and developments. Then we go on to concentrate on social, cultural and environmental factors in order to have a more holistic view of the standard of living, quality of life and socioeconomic welfare. 

2.2 Long Waves, GDP and Technology

A look through university libraries and scholarly databases reveals a host of books and articles that purport to investigate the wealth of nations. For instance, Malcolm Caldwell (1977) used the term in a modified form in his book, The Wealth of Some Nations, to refer to his belief that the rules of international trade and finance benefit some at the expense of others. For him, there are power relations in the world economy that create imperialism on the one hand and underdevelopment on the other. These economic and military power relations are said to have historically created a form of divergence between, for instance, the growth of the West and the underdeveloped nations of Africa, Latin America and parts of Asia. The Western world has contributed to the poverty of nations through imposing various forms of dominance – including cultural, political, social, and educational - upon many nations in the periphery. In this connection, Cowling and Sugden (1999: 364) remind us of Stephen Hymer’s law of uneven development, “the tendency of the system to produce poverty as well as wealth, underdevelopment as well as development.”2
Caldwell and Hymer were working in a tradition linked with that that of Paul Baran, which became extended through the work of Andre Gunder Frank, Samir Amin and Immanuel Wallerstein, and much of their analysis also did clearly emanate from the classical economics of Adam Smith, David Ricardo and (especially) Karl Marx. Frank coined the term “the development of underdevelopment” to refer to the notion of wealth and poverty being inextricably related: that the wealth of some nations may be created through the poverty of others; and that the process is circular and cumulative. Amin emphasized the process of uneven development through accumulation on a world scale. Wallerstein developed the notion of world-systems analysis, where for hundreds of years we have seen a global system in action; and this global dimension is nothing new. Perhaps it became more obviously global during the phase of imperialism (especially during the 1870s-1910s), and more recently during the phase of neoliberalism (1980s-2000s). But it has been inherently global for a very long time. This is related to the notions of center, periphery and semi-periphery, in which the power relations established between nations, areas, and cities largely determine the relative wealth of specific peoples and cultures.3
For many years the myth has developed that growth and development essentially arose in the West, and that Western science and technology provided the foundations for the first real world system through a boom in income, trade and wealth during the 1700s and 1800s. But this myth is now known to have been part of the Eurocentric vision of various scholars through the ages. The historical norm, it is now known, was for the development of African-Asian trade and production networks through a world system, with the West “rising” many hundreds of years later. Gunder Frank and Barry Gills (2000) believe that an Afro-Eurasian world system developed at least as early as the third century BC, extending from parts of North Africa through to the Middle East, and Central/South Asia, and later progressing through many other areas of the world. Marshall Hodgson (1993: 68) argues that the “Afro-Eurasian commercial network … cumulatively came into being, largely under Muslim auspices, by the middle of the second millennium [AD].” There are some differences in timing between various scholars, but they all agree on the much earlier Afro-Asian initiated world system, that evolved and became transformed through the ages. By the beginning of the eleventh century, when our first figures emerge, the economic center of the world continued to be Asia, followed by Africa and then Europe. Table 2.1, below, summarizes GDP data for the past 10 millennia:

Table 2.1 Shares of World GDP, 1000-1998

	
	1000
	1500
	1820
	1870
	1913
	1973
	1998

	Asia
	70.3
	65.2
	59.2
	38.3
	24.5
	24.1
	37.2

	Africa
	11.8
	7.4
	4.5
	3.7
	2.7
	3.3
	3.1

	Western Europe
	8.7
	17.90
	23.6
	33.6
	33.5
	25.7
	20.6

	Western Offshoots
	0.7
	0.5
	1.9
	10.2
	21.7
	25.3
	25.1

	Eastern Europe & Russia
	4.6
	5.9
	8.8
	11.7
	13.1
	12.9
	5.3

	Latin America
	3.9
	2.9
	2.0
	2.5
	4.5
	8.7
	8.7

	World
	100
	100
	100
	100
	100
	100
	100


Source of data: Adapted from Maddison (2000:127).

Asian relative dominance continued from the eleventh century with a gradual decline until well into the eighteenth century, when Western and specifically British hegemony commenced. Western dominance continued, passing from British dominance (1840-1870) in the eighteenth century, through to rivalry between nations (1880s-1930s), to US hegemony during the golden age (1940s-1960s). The brief recent period when there was no hegemonic nation or region – the 1970s and 1980s – may have passed into a renewal of US dominance in the 1990s through the early years of the twenty-first century. But the relatively brief period of Western dominance, from the mid-1800s through to the late 1900s, looks set to be transformed to a new period of potential (especially) Asian renewal through the next fifty years and more. This reemergence of particularly Asian wealth is reflected in the most recent wave of capitalism, the 1950s-1990s, as shown in Table 2.2, below:

Table 2.2 Long Wave Pattern of GDP Growth Per 

Capita in the Global Economy, 1950-2001
	
	World
	Advanced

Capitalist

Nations
	Latin America
	Africa
	Eastern Europe
	Asia

(Excluding Japan)

	1950-1973
	2.93
	3.72
	2.52
	2.07
	3.49
	2.92

	1973-2001
	1.43
	1.98*
	1.08
	-0.38
	-1.10*
	  3.54*

	
	
	
	
	
	
	

	1980-1990
	1.43
	2.67
	-0.77
	-1.09
	1.60
	  6.80#

	1990-2001
	1.13
	 1.77*
	1.64
	-0.24
	-2.26*
	  4.20#


Source: Maddison (2000:126,129); World Bank (2003); IMF(2002:172)

Note: * = 1973-2000 or 1990-2000    # = Newly industrialized Asian nations only
A long wave upswing was experienced by the West as well as Japan and Eastern Europe during the 1950-1973 period. During this time, growth in these nations/areas was high. But as long wave downswing emerged during the 1970s-1990s, the West, Japan, the Eastern Block and most of the rest of the world suffered through reduced growth rates, while the only positive momentum through the world was the increased growth experienced in East and South East Asia. Hence the long wave of growth of the second half of the twentieth century was an especially important one since it represented the reemergence of Asia after 100-150 of years being behind the West. The rise of the West was a fairly short period when compared to the long era of Asian dominance, and perhaps also compared with the future dominance; that is, once the newly industrializing nations of Asia (particularly China) experience a sustained reemergence; which is likely to follow through to the rest of Asia and perhaps the Middle East. Indeed, such a momentum may spur a sustained growth period for capitalism into the foreseeable future, in order to counter the economic maturity and relative decline. However, according to Harry Bloch and Sam Tang (2004), before this can occur, Asian nations will need to enhance their innovative potential, rather than simply depending upon factor accumulation.

A holistic view of the income and wealth of nations is developed by Angus Maddison (1995) in Explaining the Economic Performance of Nations. Maddison, perhaps more than anybody else, follows the spirit of Smith’s original analysis. His view of the income and wealth of nations and regions is realistic, institutional and pragmatic. Central to his theory is the importance of institutional and more technical factors. The foundations of the wealth of nations is said to be the institutional environment, such as the prevailing culture and the norms and mores that impinge upon the economy. For instance, the rise of the West from the 1600s onwards is said to be related to the “rise of the scientific ethos,” the emasculation of feudal constraints and the emergence of nation states and democratic governments. The technical conditions that reinforced growth were said to be (in order of importance) the advancement of technology, education and skills, structural change, and foreign trade. According to Maddison, the linkage between institutional and technical factors enabled the Western world and those who followed them to advance along the ladder of GDP per capita in an uneven pattern through comparatively recent historical time.

However, it is not just continents, regions and nations that have been developing income, but also institutions such as corporations. Were markets the only form of economic organization, there would be no need for corporate systems. The free market philosophy is incomplete for many reasons, the most obvious being that it is necessary for knowledge, organization and wealth to be embedded in complex systems of production and distribution, rather than simply being sold on open markets. Organizations such as firms can be efficient forms of economic development, due to the need for economies of scale, vertical and conglomerate as well as horizontal integration, tacit knowledge and the promotion of research and development activities. The most successful economic forms have been American, European and Japanese transnational corporations in the oil, manufacturing and high-tech sectors. An indication of the wealth of corporations is given below in Table 2.3, where the sales of dominant firms are compared with the income of certain continents and nations:

Table 2.3 World League Table of GDP and Sales: 1999

	Rank
	Entity
	GDP/

Sales 

$US Billion
	  % World GDP
	
	Rank
	Entity
	GDP/

Sales

$US Billion
	  %  

World GDP

	1
	World 
	31,228 
	100
	
	53
	Norway
	153 
	  0.48

	2
	North America
	10,684 
	34.2
	
	54
	Indonesia
	140 
	  0.45

	3
	Europe
	  9,656 
	30.9
	
	56
	Saudi Arabia
	139
	  0.44

	5
	Asia & Pacific
	  9,158 
	27.6
	
	57
	Finland
	129
	  0.41

	15
	South America
	  1,107 
	  3.5
	
	58
	Greece 
	125
	  0.40

	26
	Africa
	     489 
	  1.5
	
	59
	Thailand
	123
	  0.39

	43
	General Motors 
	     189 
	  0.6
	
	61
	Mitsui
	118
	  0.37

	44
	Russia
	     181 
	  0.58
	
	62
	Mitsubishi
	117
	  0.37

	45
	Denmark
	     174 
	  0.55
	
	63
	Toyota
	115
	  0.37

	47
	Walmart
	     166
	  0.53
	
	64
	South Africa
	112
	  0.36

	48
	Exxon/Mobil
	     163 
	  0.52
	
	65
	General Electric
	111
	  0.35

	49
	Ford Motors
	     162 
	  0.52
	
	67
	Portugal 
	108
	  0.34

	50
	Daimler/Chrysler
	     159 
	  0.51
	
	68
	Royal Dutch Petroleum
	105
	  0.33

	51
	Hong Kong
	     158 
	  0.50
	
	70
	Israel
	 99
	  0.31

	52
	Poland
	     156 
	  0.49
	
	72
	Ireland
	 93
	  0.29


Source of data: Adapted from Fred Maidment (2002: 70-72)

General Motors has a higher value of sales than the GDP of almost all nations of Latin America and Africa, as well as Russia, a former superpower. Walmart, Exxon, Ford and Daimler have larger sales than Hong Kong, Norway, Saudi Arabia and Finland. And Mitsui along with Mitsubishi, Toyota, General Electric, and Royal Dutch Petroleum have higher gross sales than the GDP of Israel and Ireland. Clearly, the corporate form of production and distribution has been the great success story of capitalism, being critical for technological developments and global domination. 

Influenced by the classical tradition, are those who point to the development of science and technology as the main reason for the wealth of some nations. Nathan Rosenberg et al (1992), in Technology and the Wealth of Nations, for instance, argue that it is the ability of nations, corporations and peoples to develop knowledge and then, especially, to commercialize that knowledge that brings them to the leading edge of development. Joseph Schumpeter (1911) led the charge about the importance of “doing things differently in economic life” in developing surplus value and growth. For him, development occurred through applying new methods, products, raw materials, forms of organization and markets. The inability to promote innovation is said to be the root cause of poverty and underdevelopment. David Landes (1998) argues that the cultural system of practices and institutions is the main determinant of the technological wealth of nations. And Dennis Mueller (1999) believes that nations technologically decline (or fail to develop) when the collective rent-seeking ability of corporations, governments and other organizations sap the innovative energies and waste resources.4

Recently scholars have attempted to develop international indices of innovative activities. For instance, Meghnad Desai et al (2002) calculate the Technology Achievement Index (TAI) to assess the comparative performance of nations. The TAI is a composite index of “technology creation” (patents and royalties), “diffusion of recent innovation” (internet hosts and technology exports), “diffusion of old innovations” (telephones and electricity consumption) and “human skills” (schooling and university studies). The main results of this index are shown below in Table 2.4:

Table 2.4 Technology Achievement Index: Top 40 Nations: 1999

	Rank
	Nation
	Score
	
	Rank
	Nation
	Score
	
	Rank
	Nation
	Score

	1
	Finland
	0.744
	
	15
	NZ
	0.548
	
	29
	Poland
	0.407

	2
	USA
	0.733
	
	16
	Austria
	0.544
	
	30
	Malaysia
	0.396

	3
	Sweden
	0.703
	
	17
	France
	0.535
	
	31
	Croatia
	0.391

	4
	Japan
	0.698
	
	18
	Israel
	0.514
	
	32
	Mexico
	0.389

	5
	S. Korea
	0.666
	
	19
	Spain
	0.481
	
	33
	Cyprus
	0.386

	6
	Holland
	0.630
	
	20
	Italy
	0.471
	
	34
	Argentina
	0.381

	7
	UK
	0.606
	
	21
	Czech
	0.465
	
	35
	Romania
	0.381

	8
	S’pore
	0.591
	
	22
	Hungary
	0.464
	
	36
	Costa R.
	0.358

	9
	Canada
	0.589
	
	23
	Slovenia
	0.458
	
	37
	Chile
	0.357

	10
	Australia
	0.587
	
	24
	HK
	0.455
	
	38
	Uruguay
	0.343

	11
	Germany
	0.583
	
	25
	Slovakia
	0.447
	
	39
	S.Africa
	0.340

	12
	Norway
	0.579
	
	26
	Greece
	0.437
	
	40
	Thailand
	0.337

	13
	Ireland
	0.566
	
	27
	Portugal
	0.419
	
	
	
	

	14
	Belgium
	0.553
	
	28
	Bulgaria
	0.411
	
	
	
	


Source of data: Adapted from Desai, Fukuda-Parr, Johansson & Sagasti (2002: 103-104)

In terms of continents, the technological leaders include Western Europe (with 14 nations; 4 in the top 10), Asia (6 nations; 3 in the top 10), North America (2 nations in the top 10), and Oceania (2 nations in the top 15). At the lower end of the pecking order is Eastern Europe (8 nations; none in the top 20), Latin America (5 nations; none in the top 30), and Africa (1 nation; none in the top 38). Western Europe, Asia, North America and Oceania are thus the leaders in technology throughout the world. Eastern Europe holds a very respectable and rising position. Latin America has some potential. But the achievements of Sub-Saharan Africa have been virtually none existent, except for the Western offshoot of South Africa. 

2.3 Social Capital, the Quality of Life and the Environment 

An emphasis on traditional GDP figures and corporations, however, can distort the picture of wealth and income. For instance, it is well known that the switch from family production to market production can result in no effective increase in output. Calculating just the market output, therefore, is misleading from the view of the total income or wealth of nations and regions. This has led to a large literature on household production and domestic labor (see Parenta et al 2000, Hoppe and Dolfsma 2004). Also, concentrating on material forms of wealth underestimates wealth in the form of language and ethics (see Nettle 2000, Donaldson 2001).5 Trust has also emerged in the literature as a critical dimension of wealth, being subsumed in the notion of social capital, which is quietly revolutionizing the social sciences and development studies at present.6
Along these lines, the World Bank and development scholars have recently been developing a more extensive explanation of the wealth of nations and continents. World Bank scholar Ismail Serageldin (1996), for instance, in Sustainability and the Wealth of Nations, developed a very broad definition of “wealth” in explaining differential development patterns around the world. Recently, scholars have used the term “capital’ rather than wealth, for the stock of durable resources that provide a flow of services through time. Economics has traditionally concentrated on durable fixed capital (produced assets) , such as the stock of machinery, warehouses and inventories. During the 1950s and 1960s the term human capital became institutionalized into the discipline, being the stock of knowledge imbedded in individuals that may enhance productivity and innovation. Then gradually into the 1980s and 1990s the terms “natural capital” and social capital” came into parlances. Natural capital has come to mean the stock of bio-physical resources such as land, raw materials, water and plant/animal species that may provide a flow of services through time. Social capital is the stock of trust and association characterized by groups and communities that may enhance communication and sociability (see Robert Putman 1993). The thesis Serageldin and others put forward is that one must look at all the major forms of capital, and their relationship to each other, in order to comprehend the process of long-term socioeconomic performance. 

For instance, social and ecological capitals are collectively more important than produced assets in the growth and development of nations and regions. This is illustrated below in Table 2.5:
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Figure 2.1 ISEW or GPI 1950-2000: 4 Continents
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Table 2.5  Wealth Per Capita & Components by Regions 

(1994) (US$’000)

                                             Natural         Human          Produced       Total

                                             Capital       Resources          Assets        Wealth
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Figure 2.2 GDP Excess Over ISEW/GPI, 
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          North America              15                247                  61              325                    

          Pacific OECD                 7                205                  89              302               

          Western Europe              5                175                  54              236             

          Middle East                   63                 55                  27              146               

          South America                8                 69                  15                94                

          Eastern Europe etc        10                 30                  22                62               

          North Africa                    2                 37                  14                54               

          Central America              3                 40                    7                51               

          East Asia                         5                 35                    7                46             

          East/South Africa            2                 19                    7                29              

          South Asia                       3                 13                    4                21             

    Source of data: Adapted from Dixon and Hamilton (1996:16)                             

Human resources are by far the most important form of wealth in the world. The two main forms of human resources include social and human capital. The clear leaders in this field are North America, Pacific OECD and Western Europe. Now that a broader understanding is emerging, we see that it is trust, association, communication, skills and knowledge that constitutes the most important factors in development and growth. An understanding of why Western nations were able to develop such resources, while the rest of the world lagged behind, can provide answers to the main questions of global political economy. 

Some studies have suggested that the most important aspect of social capital is “trust”: to be able to trust that people will do what they say they will, that they will not exploit your good will, and that they will have some sympathy for your perspectives and problems. Trust is important in providing a basis for investment activity (Zak and Knack 2001), national and regional trade (Helliwell 2000) and corporate networks (Yeung 1998). However, levels of trust have declined markedly throughout the world over the past two decades as the recent phase of globalization and neoliberalism have taken hold. This is illustrated in Table 2.6, below, which reports the major findings of the World Value Surveys (WVS):

Table 2.6 Levels of Trust: The World and Various Nations,

1981, 1990, 1995-97 (Percentage)
	Area
	World
	UK
	US
	South Africa
	Australia
	Argentina
	Brazil
	China
	Russia
	Poland

	
	
	
	
	
	
	
	
	
	
	

	1981
	38.4
	43.3
	40.5
	29.0
	48.2
	26.1
	n.a.
	n.a.
	n.a.
	n.a.

	1990
	34.6
	43.7
	51.1
	29.1
	n.a.
	23.3
	6.5
	60.3
	37.5
	34.5

	1995-97
	24.3
	29.1
	35.9
	15.4
	40.0
	17.6
	2.8
	52.3
	23.2
	16.9


Source of data: Adapted from the ISR (2000).

The WVS is based on a random sample of interviews worldwide for “three waves”, i.e., the years 1981, 1990 and 1995-97. People were asked: “Can people be trusted”. The results shown are for the percentage of respondents who said “Yes, people can be trusted”, as opposed to “You cannot be too careful.” Around 100 nations were used in the sample for 1995-97.7 The results are fairly straightforward. For all nations (on average), trust declined from 38% (1981) to 35% (1990) to 24% (1995-97). Results for the individual nations mostly followed this general trend, although with some variation. For instance, as the table shows, between 1981 and 1995-97 a major drop in trust occurred in the UK, South Africa, and Argentina, and a fairly significance drop in trust occurred in the US and Australia. A major drop in trust occurred over the years 1990 to 1995-97 in Russia and Poland, and a quite significant drop for China and Brazil, the latter nation exhibiting hardly any trust at all.

The figures for the US are significant but uneven over the years. However, more detailed analysis demonstrates that the US experienced a very considerable drop in trust over the past couple of decades. These detailed results are shown below in Table 2.7:

Table 2.7 Trust in Individuals & Institutions, Association &

Total Social Capital, United States, 1975-1994
	
	1975
	1980
	1985
	1990
	1994

	A:Trust in Individuals 
	0.495
	0.470
	0.445
	0.420
	0.395

	B:Trust in Institutions (Highest Category; Average)
	0.188
	0.183
	0.178
	0.172
	0.162

	Total Social Capital 
	8.43
	8.33
	7.9
	7.43
	6.8

	Total Individual Social Capital 
	14.6
	15.0
	13.6
	11.35
	8.6


Source of data: Extracted from various parts of Paxton (1999: 115, 116, 120, 121).
In total, the results demonstrate a quite significant decline in social capital, especially for total individual social capital but also for social capital as a whole. This is the main conclusion, that trust in both individuals and institutions (for the highest categories) have declined significantly, especially for individuals. Individuals demonstrate a considerable lack of trust, but also (results not shown above) a decline in the belief that people are “fair” and also that they are “helpful”; the degree of fairness and helpfulness actually declining more than trust. Overall, there is evidence that the social capital aspect of the community has declined considerably as trust (as well as “fairness” and “helpfulness”) has deteriorated over the past three decades.8
Drawing from these broad roots, it is possible to explore further the critical factors involved in determining the social, human and natural foundations of global welfare. Many scholars, for instance, have been examining the limitations of GDP as an indicator of the standard of living. Emerging from these studies are a number of supplementary indicators of wealth, some of which seek to examine the social dimensions in more detail and others that concentrate on the environment; while others merge all major factors together. In the social realm, the Wealth of Nations Index and the Human Development Index both attempt to develop a socioeconomic indicator of the standard of living.9 The HDI, for instance, is a composite index of GDP per capita, life expectancy and education, with supplementary indexes of gender equality, regional variation and environmental quality. Comparing the HDI for 1992 and 2000, and the HDI with GDP rankings, gives an indication of changes in the standard of living of nations over the decade or so in Table 2.8, below:

Table 2.8 Human Development Index, 1992, 2000: Compared with GDP

	Nation
	HDI 1992

[Rank 1992]
	HDI 2000

[Rank 2000]
	GDP minus HDI

2000
	Nation
	HDI 1992 [Rank 1992]
	HDI 2000 [Rank 2000]
	GDP Minus HDI 2000

	Norway
	.932 [7]
	.942 [1]
	+2
	Spain
	.930 [9]
	.913 [21]
	+4

	Sweden
	.929 [10]
	.941 [2]
	+15
	Israel
	.907 [21]
	.896 [22]
	+1

	Canada
	.950 [1]
	.940 [3]
	+4
	HK
	.905 [24]
	.888 [23]
	-9

	Belgium
	.926 [12]
	.939 [4]
	+5
	Greece
	.907 [22]
	.885 [24]
	+10

	Australia
	.927 [11]
	.939 [5]
	+7
	S’pore
	.878 [35]
	.885 [25]
	-4

	US
	.937 [2]
	.939 [6]
	-4
	Cyprus
	.906 [23]
	.883 [26]
	-4

	Iceland
	.933 [6]
	.936 [7] 
	-2
	Korea
	.882 [31]
	.882 [27]
	+1

	Holland
	.936 [4]
	.935 [8] 
	5
	Portugal
	.874 [36]
	.880 [28]
	+2

	Japan
	.937 [3]
	.933 [9]
	2
	Slovenia
	n.a.
	.879 [29]
	0

	Finland
	.934 [5]
	.930 [10]
	6
	Malta
	.880 [34]
	.875 [30]
	+1

	Switzerland
	.925 [13]
	.928 [11]
	-5
	Barbados
	.900 [25]
	.871 [31]
	+5

	France
	.930 [8]
	.928 [12]
	6
	Brunei
	.868 [41]
	.856 [32]
	+1

	UK
	.916 [18]
	.928 [13]
	7
	Czech
	.872 [38]
	.849 [33]
	+6

	Denmark
	.920 [16]
	.926 [14]
	-6
	Argentina
	.882 [30]
	.844 [34]
	+10

	Austria
	.925 [14]
	.926 [15]
	-5
	Hungary
	.856 [50]
	.835 [35]
	+8

	Luxembourg
	.893 [27]
	.925 [16]
	-15
	Slovakia
	.872 [40]
	.835 [36]
	+10

	Germany
	.921 [15]
	.925 [17]
	-2
	Poland
	.855 [51]
	.833 [37]
	+16

	Ireland
	.915 [19]
	.925 [18]
	-14
	Chile
	.880 [33]
	.831 [38]
	+12

	NZ
	.919 [17]
	.917 [19]
	5
	Bahrain
	.852 [44]
	.831 [39]
	-2

	Italy
	.912 [20]
	.913 [20]
	-1
	Uruguay
	.881 [32]
	.831 [40]
	+14


Source of data: Adapted from UNDP (1995:155-165; 2002: 149-156).      n.a. = not available

There have been some major changes in the pattern of HDI over the past decade or so. First, with the exception of Japan, Asia has increased their HDI more than most over the decade, as have Eastern European nations, and a few other social democratic countries. Secondly, major relative increases in the HDI have been made by Poland, Hungary, Singapore, Luxembourg, Portugal, Norway, Sweden, Belgium, and Australia. Major relative declines have been experienced by Japan and Spain. And thirdly, Sweden, Luxembourg, Greece, Argentina, Poland, Chile and Uruguay have much higher human development than is indicated by the GDP per capita figures. Luxembourg, Ireland and Hong Kong, on the other hand, have a much lower standard of living than is indicated by the GDP per capita figures. Clearly, it is important to supplement GDP per capita figures with those relating to life expectancy, literacy and education.

The real test for the HDI – in terms of recent changes in the global political economy – is whether the underdeveloped nations of Latin America and Sub-Saharan Africa have improved their position. The results are very disappointing. In the case of Latin America, the general pattern is for a decline in both the absolute and relative HDI over the period 1992-2000: this is the case for the major nations such as Argentina, Chile, Mexico, and Brazil as well as Venezuala, Panama, Columbia, Ecuador and Granada. Only a few nations rose both absolutely and relatively, including Cuba, Peru and Guatemala. Sub-Saharan Africa also had a disappointing result, with major declines in both absolute and relative HDI for the Congo and Zaire; major declines in relative HDI for Madagasca, Zambia, and the Central African Republic; and quite significant relative declines for Zimbabwe, Nigeria, and Tanzania. Only in the Sudan and Angola did both the absolute and relative HDI improve. Overall, the past decade has been dismal for Latin America and Africa.

Others have sought to look at welfare in terms of the “quality of life” (QOL). The QOL is said to be the critical factor affecting people’s lifestyle and is seen as both a means and an end of socioeconomic existence. QOL is closely linked to “well being” (whether “objective” or “subjective” in nature), which has to do with perceptions of “life satisfaction”. Mark Peterson and Naresh Malhotra (1997), for instance, apply seven dimensions of the QOL to 146 nations at a point in time (1995), although the measure is thought to indicate a durable process operating through historical time; but being subject to potential changes and irregularities. A summary of the results are shown below in Table 2.9:

Table 2.9 Quality of Life Estimates: 146 Nations Grouped in 12 Clusters (1995)

	Cluster of Nations
	Nations: Number & Examples
	QOL Index (Average)
	COL
	Cult
	Econ
	Freed
	Infra
	Health
	Envir

	Developed
	21: most OECD nations
	79.9
	-1.19
	1.57
	2.14
	1.11
	2.00
	1.10
	0.82

	Tourist Havens
	9: Bahamas, Isle of Man, Cyprus, Ireland
	71.7
	0.06
	1.05
	0.66
	1.01
	1.12
	1.00
	0.20

	Intensely Cultivated
	9:Barbados, Bermuda, South Korea, Monaco
	68.5
	-0.21
	0.93
	1.06
	1.10
	1.41
	0.95
	-1.70

	Semi-Periphery
	22:Bolivia, Chile, Fiji, Peru, Venezuala
	60.0
	0.96
	0.15
	-0.23
	0.48
	-0.37
	0.05
	1.09

	Transitional & Emerging
	38:Russia, South Africa, Turkey, Poland, Mexico
	58.2
	0.25
	0.30
	-0.37
	0.40
	-0.08
	0.45
	-0.04

	Urban Outposts
	6: Bahrain, Kuwait, Taiwan, Macao
	54.7
	-0.15
	0.30
	0.87
	-0.29
	0.75
	0.69
	-2.39

	Struggling
	9: India, Mauritius, Slovenia, Nauru
	50.0
	1.02
	-0.35
	-0.19
	0.48
	-0.60
	-0.40
	-1.63

	Authoritarian States
	21: Saudi Arabia, Cuba, Egypt, North Korea, China
	47.3
	0.23
	-0.10
	-0.15
	-1.46
	-0.24
	0.45
	-0.17

	Troubled Pasts
	15:Uganda, PNG Cambodia, Mozambique
	45.6
	0.16
	-0.99
	-0.72
	0.23
	-0.85
	-1.27
	0.31

	Costly
	9:Iran, Iraq, Senegal, Congo, Seychelles
	42.1
	-2.05
	-0.69
	-0.58
	-0.62
	-0.51
	-0.40
	-0.06

	Troubled
	21:Afghanistan, Indonesia, Rwanda, Sudan, Angola
	36.2
	0.35
	-1.20
	-0.76
	-1.46
	-0.89
	-1.28
	0.11

	Heart of Africa
	8: Zaire, Mali, Ethiopia, Guinea
	34.0
	-1.38
	-1.59
	-1.71
	-0.66
	-0.93
	-2.14
	0.24


Source of data: Adapted from Peterson and Malhotra (1997:31-32).

The QOL Index is a composite measure of the quality of life experiences and environments of the different nations, taking into account the cost of living, economy, and infrastructure (more materialistic indicators), plus culture, health, freedom and the environment (immaterial indicators). Together, these materialistic and immaterial elements, it is argued, represent an indicator of the quality of life of “the people”. The results show that the QOL index varies from 79.9 for “developed nations”, such as the US, Japan and Sweden; through to the lowest index of 34 in the “heart of Africa”, including Zaire, Mali and Ethiopia. Near the top are “tourist resort” nations (71.7), those nations classified as “intensely cultivation” (68.5), followed by the “semi-periphery” (60). In the mid-ranges are the “transitional and emerging” economies such as Russia, Turkey, Mexico and Turkey (58.2), the “Urban Outposts” such as Bahrain, Kuwait, Taiwan (54.7), nations that are “struggling”, such as India, Mauritius, Slovenia (50.0), and “authoritarian states” such as Saudi Arabia, Cuba, Egypt, North Korea, Qatar, and China. Those states with the lowest quality of life are nations that are “costly” in terms of prices, economy and infrastructure (42.1), those experiencing great “Trouble” (36.2), and especially those in the “heart of Africa” (34). 

This study of the quality of life reveals some interesting results. For instance, the “developed” nations of the OECD gained the most points for all dimensions of the QOL except “cost of living”, the latter reflecting the high demand and creation of new needs and wants as “development” progresses (or perhaps as “overdevelopment” emerges). The worst achievers for the environment were “urban outposts”, those with “intense cultivation”, and “struggling nations”. Nations with the least social and economic freedom include authoritarian states and troubled areas (identical figures). And the factors with the greatest correlation with quality of life were “culture” and “health”, perhaps indicating that they link the most to the other factors, and are the most important in a holistic sense (on health see O’Boyle 2004).10

Another major index of welfare includes more social, economic and environmental factors in the national accounts, such as the Index of Sustainable Economic Welfare (ISEW) and the Genuine Progress Index (GPI). Eric Newmayer (1999) has critiqued the ISEW as not being based on sound theory, but the analysis of Stockhammer et al (1997) and Philip Lawn (2003) have established the credentials for both ISEW and GPI. Both are designed to closely approximate the sustainable welfare of a nation’s citizens in terms of transactions that enhance human well-being. Adjustments are made to real GDP per capita to account for many social and environmental benefits and costs that GDP ignores, such as household labor, various forms of pollution, transport time, and stress.

We are interested in estimates of ISEW/GPI for nations in as many continents as possible. However, since no assessments have been made for nations in Asia and Africa, we must do with nations in Europe, North America, South America and Oceania. Earlier we saw that the rate of economic growth of most nations and continents (except for Asia) has declined during the 1970s-2000s, as long wave downswing set in. Figure 2.1 additionally shows that economic welfare also suffered substantially during the 1970s-1990s, after rising during the 1950s and 1960s.
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Figure 2.2 GDP Excess Over ISEW/GPI, 
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            Source of data: Adapted from FOE 2002

The reasons for this have been the pressure of extra work, the costs of pollution and stress, and the instability associated with the breakdown of family and community relationships. Hence, the 1970-2000 period has been characterized by greater social and environmental costs and pressures and adversely affected the institutional and biospheric environments. The rate of GDP growth has declined since the 1970s, yet even the diminished GDP figures substantially overstate welfare, indicating that there has been a drop in welfare of a greater magnitude than the declining growth of GDP. Figure 2.2, below, compares GDP with ISEW and GPI over the past half a century.

           Source of data: Adapted from FOE (2002)[image: image4.wmf]

Figure 2.1 ISEW or GPI 1950-2000: 4 Continents
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These results show that, during the 1970s-1990s, there has been between a moderate increase and an escalation in the extent to which GDP over-estimates the “psychic income” of nations. Again, this is due to the costs of pollution, stress, overwork, greater inequality and family/community breakdown. Not only has the long wave upswing adversely affected GDP growth in most nations and continents, but it has adversely affected welfare. The degree to which real GDP per capita does not reflect welfare is greater in the USA and Chile than in Austria and Australia, but the pattern of change is similar in all these nations.

The results also clearly show that the era of globalization and neoliberalism has resulted in an expansion of global inequality and family/community breakdown (see O’Hara 2004). The figures for inequality are shown in Table 2.10, below:

Table 2.10 Inequality: Gini Coefficient, 1968-1998
	
	1970s 
	1980s
	1990s

	USA
	0.39 [70]
	0.40 [80]
	0.46 [94]

	UK
	0.26 [75]
	0.29 [85]
	0.32 [95]

	New Zealand
	0.31 [73]
	0.34 [82]
	0.40 [90]

	Australia
	0.32 [68]
	0.32 [81]
	0.35 [94]

	Brazil
	0.55 [74]
	0.56 [87]
	0.61 [98]

	Chile
	0.46 [71]
	0.53 [80]
	0.57 [98]

	Eastern Europe
	
	0.28 [88]
	0.35 [97]

	China
	
	0.20 [87]
	0.28 [95]


Source of data: Adapted from King (2003); OECD (2002); Milanovic (1998); Deninger & Squire (2003); Galbraith (2003)

The above nations are a representative sample of countries that have enhanced both the degree of globalization as well as neoliberalism over the past twenty years. Nations where privatization, financial deregulation, reduction in capital controls and labor market liberalization have expanded are seeing more relative inequality over recent decades. This is understandable in view of the fact that such deregulation results in a drop in social safety nets for the poor and working classes and an increase in salaries and bonuses for executives and highly skilled workers. This also functions as a source of emulation, whereby the poorer sections of the community see the need to increase their level of debt as their relative position worsens yet they need to spend more intensely (in proportion to their income) in order to “keep up with the Joneses.” 

2.4 Conclusion

The purpose of this chapter has been to explore the many dimensions of the wealth and welfare of nations, continents and corporations over the past few decades, within the context of the process of globalization, both historically and contemporaneously. We found that the production and distribution of wealth appears to be closely associated with the degree of relative power and authority that is developed in the “systems” under question. The most important of these systems is the world economy, including its political and social dynamics. In particular, we found it necessary to eschew the Eurocentric view that growth and development first emerged in a consistent and powerful fashion in the West during the 1700s-1800s. The evidence shows that world systems emerged many millennia ago that centered on the East, and the rise of the West is but a recent and probably temporary phenomena. The most recent eras of globalization, during the late 1800s and early 1900s, as well as during the 1980s-2000s, emerged during the period of Western dominance, but the more recent era of globalization has been characterized by a (possible gradual) return to Asian ascendancy. 

More broadly speaking, though, we need to go beyond material and market forms of wealth to scrutinize the social and cultural foundations of growth and development. The last couple of decades, in particular, have demonstrated the critical importance of trust, association, nature and culture in the wealth stakes. It has also brought to the fore the importance of taking a broader approach to the standard of living than just traditional GDP or fixed capital estimates of income and wealth. The standard of living, human development, quality of life and sustainable welfare are crucial measures of socioeconomic performance that need to become more widespread in terms of data availability and analysis. Innovation, therefore, needs to include technological change but bring into the story the role of institutions, lifestyle, capability and opportunity. It is necessary to take into account the constraining and enabling role of family and community environment, gene pool, cultural traits as well as knowledge and health as forms of wealth.

It appears that over the past few decades a long wave downswing has emerged in the world economy, and that this downswing is comprehensible in terms of GDP, trust, inequality and welfare. GDP growth has declined in the Western world, Latin America and Africa, but just as importantly, so have the index of sustainable economic welfare, levels of trust, and also inequality. Asia on the other hand, seems to be in a long wave upswing, although constrained by various factors that came to the fore in the late 1990s and early 2000s. The (relative) controlling power and capabilities that Western economies have managed to develop over the last couple of centuries are dissipating to some degree, but this is not leading to the rise of Africa or Latin America. The real test of the wealth of nations, regions and the world is when the stock of ethics and trust is sufficient that the global society is able to provide for the requirements of most species and ethnicities of the world, without a dominating power or series of powers that oppress and reduce the capabilities of the rest. 

Notes

1. Technically, of course, GDP is a flow rather than a stock. In the literature, a distinction emerged between wealth and income, with income primarily being earned through the holding of wealth. Thus the wealth of nations has a close linkage to the income of nations. Technically, wealth is the stock of durable assets, be they houses, factories, machinery, skills, knowledge, institutions and relationships. Income, on the other hand, represent a flow of potential or actual services from the durable assets, such as money generation, sales, wages, profit, rent, information, friendship, and so on. (See Cannon 1930.) The classical tradition seeks, however, not only to examine the relationship between these stocks and flows, but – more especially – to understand the long-term national and global pattern and conflict over the production, distribution and exchange of these resources and services.

2. Specifically, apparently following the argument of Hymer, Cowling and Sugden (1999) associate the law of uneven development with “transnational corporate power”. As they say, “It would appear to us that a fundamental cause of today’s uneven development is that the wishes of the transnationals’ elite strategic decision-makers are in a sense imposed on everybody else in the world’s societies” (p. 365). See also the work of Amitava Dutt (2004), who goes beyond the rhetoric of Cowling and Sugden, in relation to the specific processes involved in uneven development.

3. M. Shahid Alam (2000), for instance, argued that Western nations adversely affected the performance and structure of African, Asian and Latin American nations by reducing the sovereignty of the people. He argues that lack of local, national or regional sovereignty of colonial areas inhibited their growth and development, and that countries that gained real independence from imperial powers have been successful in developing their institutions and potentialities. Wolfgang Hoeschele (2002), on the other hand, developed what is said to be a more comprehensive alternative to the core, periphery and semi-periphery model of development and underdevelopment.

4. Mueller (1999) stresses the potentially vested interest aspects of all major institutions and groupings. However, many other scholars are narrower in their formulation of vested interests. Mancur Olson (1982), for instance, tends to emphasize more the vested interests of governments, unions and other (non-corporate) institutions and groupings. Dowd (1989), on the other hand, pays more attention to the corporate and business wastage. Thus, Mueller’s analysis is more balanced and potentially providing a foundation for a general theory of waste and corruption.

5. On ethical wealth, for instance, Donaldson argues that “1. Morality may create economic advantages for nations in ways that extend beyond the notion of an idealized market; 2. In order for ethics to drive economic advantage, ethical concepts must rise to the status of intrinsic value; and 3. If claims for ethical success factors are true, then nations should attend to the issue of moral education” (Donaldson 2001: 25). And as Nettle says on linguistic fragmentation, “The preceding analysis shows that there is indeed some evidence of an inverse relationship between linguistic heterogeneity and the level of economic development” (Nettle 2000: 344). However, he goes on to say that “Given the lack of evidence for a direct causal interpretation, I would resist any argument … that language diversity should be discouraged” (p. 345). 

6. These alternative-to-GDP measures of progress, welfare and flows of services are necessarily selective, but nevertheless fairly exhaustive in general terms. Most other measures are modifications of the ones selected here. For a myriad of alternative measures, see the many volumes of the journal, Social Indicators Research, which has to date undergone 57 whole volumes of research publication. Especially interesting to start with is the article by Lars Osberg and Andrew Sharpe (2002), which analyses time series data for economic well-being for the period 1980-1997 for Australia, Canada, Germany, Norway, Sweden, the UK and the US. See also, from a different perspective, the work of James Gwartney and Robert Lawson (2001) on the Index of Economic Freedom, from a fairly “free-market” perspective.

7. Specifically, the question that was asked respondents on the question of trust was: “Generally speaking, would you say that most people can be trusted or that you can’t be too careful in dealing with people?” For the 1981, 1990 and 1995-97 questionnaire, the two possible responses were: (1) “Most people can be trusted” or (2) “Can’t be too careful”. Additionally, in the 1995-97 survey, the respondents were given the option (if queried) of answering (3) “ Don’t know.” The nations that were included in the survey work were modified through time, and in the 1995-97 survey they constituted 93 countries. There is also a fourth wave of surveys that have been undertaken, for the years 2000-2001, but they won’t be made available until early-mid 2004. (See Ronald Inglehart 2000.)

8. For the US, levels of association seem to be relatively stable through time. However, disaggregating associations reveals some interesting results (see Paxton 2002). First, working people and the poor have significantly reduced their participation in associations while middle and upper middle class people have kept their associational linkages relatively stable (Skocpol 2002). Second, there is a decline in the level of charitable and “helping” association as the level of trust declines and inequality increases. Associations dealing with “making money”, job prospects and advocacy have expanded (Uslaner 2002). Thirdly, there has indeed been a drop in civic engagement involving political activity. Many of these changes in association are occurring in other nations (as the World Value Surveys demonstrate).

9. The “Wealth of National Index” looks quite comprehensive in terms of its three major elements, which include (1) the economic environment, (2) information exchange and (3) the social environment. Each of these dimensions in turn include other elements. However, it has only been applied to underdeveloped, developing and a few industrial economies. So it is not comprehensive vis-à-vis the nations included, for comparative purposes. (See MMI 2002.) The HDI, on the other hand, is well known, comprehensive and includes considerable theoretical and empirical foundations. (See UN 1995, 2002.)

10. On the significance of health in the wealth of nations, see Bloom and Canning (2003). As they say, “Health is both a direct component of human well-being and a form of human capital that increases an individual’s capabilities. We argue that these two views are complementary and that both can be used to justify increased investment in health in developing countries. In particular, we argue that the large effect improved health has on household incomes and economic growth makes it an important tool for poverty reduction” (p. 47).
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