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opinion

By Johan Fourie

ansidar this thought experiment:
Sibusisa and Thulani each own a
finm that competes with theather,
Ineach of the following scenarias,
Sibusisa’s firm outcompetes Thulani's, Which of
the four do you consider unfair competition?
L. Sibusiso warks hard, saves and invests
hig profits, and invents new technigues and
praducts, whike Thulanis products change little
and he lases market shanm.
2. Sibusisa finds a higher quality input supplier
in the US, improving his products. He therefore
takes market share frorm Thulani.
3. Sibusiso outsources some services
Bangladesh, where workers work 12-hour
shifts under hazardous conditions, earning
very knw wages.
4. Sibusisno brings Bangladeshi workers to SA
under temparary contracts, and puts them o
work eaming kess than the minimumwage.

Fram an economie perspective, cach scenario
has a similar result: there are winners and losars,
But people generally eact very differentlyto
them. Most people are happy with scenario
1&nd 2: even f sameana lses (Thulani and
his employees), this comes through what is
perceived as falr competition from Slbusiso.
Scenario 3 and 4 create prablems: when
Sibusisn "breales” local laws [even thaugh tmay
be legal in the foreign country), his competitive
advartage, and by implcation international
trade, = viewead as unfair

Ina provocative newworking paper bythe
Mational Bureau of Ezonamic Resaarch (NBER),
Harvard University econamist Dani Rodrk uses
this example to argue that toa-rapid globalisation
— the incressing use of ecenardos Zand 4 -
the underking causa forthe rise of populism
acmss the developed world, The *losers” fom
glabalieation feel that famigners — sbroad aras
Irmemigrarts in their swn cauntries — have taken
unfairedvantage, stealing their jobs, They have
chosen the paltics of populemas away to
"punish™ this rapdhy dlobalising workd

Economists know thar free trade creates
winners and losere, and that the winnere
almost always gain mare than whiat the losers
lose. If the winners could perfectly compensate
the losers, everyone wauld be betteraff froma
free-trading world
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What explains the rise of populism?

New research shows that the economic climate in a country appears to have a substantial impact on individuals
political sentiment. These findings could have importantimplications for South Africa.

But Rodrik argues tat such comgensation
Is not akways easy, and rarely happens. Aside
Fram mary Eurapean nations, whens an
extensive social safety net was institutionalised
to support “losers’ most countries falled o
sutficiently compensate those that sutfered
the consequences of open borders.

Malke no mistake: open borders resuted
in massive global gains, notably for the poor of
China and India. But in each country, as trade
theary predicts, there were [osers,

Pengple think they're losing ground not
because they had taken an unkind draw from
the lottery of market competition, but because
the rules were unfiair and athers were taking
advantage of a figged playing field says Rodrik.

Many studies backthis claim. In a 2016
paper, David Autor and ca-authors show
that the trade shockof China joining the
World Trade Organization (WTO) aggravated
political polarisation in the US: districts
affected by the shock moved
further ta the right or
left palitically,

Anaising the Brexit
viate, Italo Calontane
and Piera Stanig show
that regions with larger
impart penetration from
Chinz had a higher Leave
vate share, They repeated
the study for 15 Europaan
cauntries, shawing that China's
entry into the WTO hed similar
palitical consequences across
Eurage. In a 2017 working paper,

Prro-Brexi andd anili-

immigration sz ekts gather
Wsmmhmequa firet iarge-scale xenophobic attacks

status). Hence thans are two cleavages: an
ethno-national/fcultural clesvage and an
Income/sacial class cleavage,” says Rodrik
"What riay look like a racist ar xenophable
backiash may have its roots in economic
anwieties and dislocations.”

Populists who emphasize the identity
cleavagetarget forgigners or minorties,
producing right-wing populism, Those
emphasising the income cleavage target the
weafthy and large corporations, producing
left-wing populism, Thelarge numbers
of Immigrants Into Western Eurape has
resulted in the rise of Aght-wing populists, for
example, while Latin America, because of large
disparities between rich and poar, has seen
mare left-wing populism These findings have
impartant implications far SA. We jpined the
WTO in 1985 and lberalised our complicated
tariff schedule, opening our borders to faraign

competition. There wene many winnars fram

cheaper imports, natably consumers,
but sorme firme and industrias
struggled, lsading to job losses,
often concentrated in
certain regians,

SAmlled outan
Impressively comprehensive
social safety net fara

middle=income country, but
it could not compensate all
the losers, especially asthe
glabal financial risis hitin 2007
and unemployrment worsenad. it's
not entirely coincidental that the

Luigi Guiso and his co-authors use  demomstlion ocelebeste — on foreigners happened in 2008

Eurapean survey data to draw even
mare preciss canciusions: the maore
individuals are exposed to competition from
Imparts and immigrants (tharefore the higher
thair econamic insecurity), the mare they vote
for populist parties,

Radrik canstructs a made! ta explain
this popufist rise on Both the &t and right.
According to the madel, there are three
different graups @ saciety: the alita the
majority, and the minarity. “The elite are
separated from the rest of saciety by their
wealth. The minority s separated by particular
identity markers (ethnicty refaian immigrant

Britsin's et froes the EU.

{what Rodrik would call right-

wing populism) and that the ANC
shifted left with the election of Jacob Zuma as
presidant in 2002,

Even if glabalisation creates mare winners
than losers, the losers may fee! thatthe
systam Is riaged, and retaliate by wating for
mare populist parties. As SA stumbles int
anather recession, this may have profound
consaquences forthe ANC's Decernber alactive
conference — and national elections in 2015.m
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