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HAYDEN BURGESS (POKA LAENUI): HB
JOHAN GALTUNG: JG

HB: ‘'Ano 'ai me ke aloha e na makamaka. Welcome to a Second
Glance where we take an in depth look at issues 1n and around
Hawai'i. We've heard much about the United States' ecocnomic
situation, about Japan's economic situation, and some, but not
too much about what is happening in Europe.

Hawai'l seems to be caught in the middle. As we look to the
east, to the U.S we see one major economic power, as we look to
the west, to Japan we see another economic power. What is the
road that Hawail' i must take in the future? Perhaps that's a -
question we will have to leave for another day. But for this .
morning, let's find out about what is happening in the United
States and Japan. With this understanding, we may be better able
to face the next question of Hawai' l's direction. i

I'm very happy to announce our guest this morning, Professor
Johan Galtung. Professor Galtung is Professor of Peace Studies
at the University of Hawai'li and is professor at various other
Universities around the world, including Sichuan University in
China, the Universidad de Alicante in Spain as well as the
Universitat Witten-Herdecke in Germany. His areas of concern
include not only peace studies but geopolitics and world
economics.

Aloha and welcome to the program Professor Galtung.
JG: Thank you, mahalo.

HB: Professor Galtung, what is the economic situation in the
United Stateif Why should we, common people, be concerned about
it?

JG: Well, it 1% pretty bad. And if I should try to get into it
with three points, let me put it this way. The economic
situation of a country is a function of what it produces in the
so-called real economy of goods and services, and then there is
the finance economy where you have stocks and bonds and
currencies; financial instruments.

The three problems that the U.S. has, in my view is, point

one: the guality over price of the products is simply not good
enough. Quality 1s not good enough, and the prices are too high.
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If I should take an example of price too high I would mention
IBM. If I should take an example of gquality too low, lots of
services would come up and also quite a lot of goods. I could
also take agricultural products and say that some type of quality
the people demand today 1is that it is not hormone treated, just
to take one example. So the U.S. 1s doing relatively badly on
that.

But then comes the second part, and that 1s, the degree of
processing. How far removed from nature is the product, how
sophisticated, how refined it is? It's pathetic to see that the
very same nation that was leading the world in industry, in
manufactures, is now trying its very best to maintain quotas for
soybeans, for Oregon pines, destroying the forest, and at the
same time, 1f possible, to get more rice exported. These are
simple products, not products that carry with them a lot of so-
called positive externalities, positive side-effects. In terms
of benefit to research and development, education and so on, they
do not rank high. United States has gone down on that variable
consistently from 1945, and so far down that it actually makes
sense to talk about the U.S. as a rich third world country. If ..
you look at such manufactures as machine tools, cars, things of
that kind, the U.S. is importing more than it exports. And it is
exporting far more food than it imports. These are typilcal
economic structures of third world economies.

But then comes the third factor and makes 1t even worse; the
relationship between the real economy of goods and services, and
the finance economy. What happens is this. Since the U.S.
doesn't sell so much of manufactures any longer, relatively
speaking, and has to import a lot of it, there 1s a lot of
capital that ordinarily would have been invested in making, let
us say, better and cheaper T.V. sets, better and cheaper cars.
Not that U.S. cars are bad, only that others are even better at
making all those things that we today associate with the name of
Japan.

The net result is a lot of free capital floating around, and
what do people do with that capital? They start speculating,
buying and selling finance instruments including currencies. So
the Dow Jone®™ Index comes up in the air, and Americans have the
tendency to be gubilant when the Dow is getting up. I would say
they shouldn't because the Dow Jones Index is only a measure of
finance economy activity. If that one is out of sync, not
synchronized with the real economy, the result is instability,
disequilibrium. And that is what happened dramatically the 15th
of October 1987, with the NYSE crash. Because people didn't
believe in a finance economy that didn't reflect the real
economy. Since that time there have been a lot of mini crashes,
but not so dramatic as the blig one. What came tumbling down
during that big one was IBM, the three big motor companies,



General Electric and others. In other words, exactly the
industries where Japan had a cutting edge.

To summarize: the American economy doesn't produce good
enough quality, has too high prices, in other words, not very
competitive, is increasingly focusing on rather inferior goods
with not very much sophisticated processing behind 1it, and with a
finance economy not very well in balance with the real economy.
These are three bad things, and I am afraid I would say that the
U.S. is not in a recession. What we are witnessing is a
depression.

HB: As you talk about these different factors, I'm asking
myself, "How does that affect the common person?” It seems like
it's an arena for financlers discussing the Dow Jones 1index,
Merchant and Wall Street activities, etc. Yet when you talk
about impact of IBM or a major motor company and their impact
upon many people losing jobs, I can now see how these matters can
have a direct effect on my personal life.

JG: No doubt about it. First of all, you lose jobs and more .
particularly high quality, innovative jobs in manufacturing
companies. The companies that are contracting, AT&T., IBM,
General Motors etc., were the flag ships for the whole U.S. |
enterprise so to speak. So that's one thing, losing high level
jobs 1n the sense of technologically interesting jobs. And with
them go the jobs for common people, the workers. Their products
are no longer sufficiently demanded.

But in addition to that, since the high financiers are
speculating a lot, you can no longer trust the banks, the savings
and the loans, and you cannot trust your own dollar currency.
There is a lot of speculation against the dollar, and the dollar
is almost ideal for speculation because it goes up and down so
much. You cannot speculate on a currency that is stable, it's an
unstable currency that is ideal. And the dollar exchange around
the world is much, much higher than what is needed just to mirror
the trade in goods and services. So here you see how people who
have too much capital they cannot invest productively are
handling it by speculating and how that affects the common
person. -

So it's a noney game for...
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JG: That's one important part of it. And that particular aspect
has also hit Japan. They have also this lack of balance., an
enormous accumulation of capital. Japan is unfathomably rich, as
a matter a fact so rich that I don't trust any figure that comes
out of Japan about how rich they are, I think they're much richer
and I think they have funds stacked away.



By the first two factors I mentioned, quality over price and
degree of processing, Japan is still doing very well. But with
speculators is another story. There too the enormous amount of
money had somehow to multiply so what they did was to invest in
something that was not very productive immediately. They needed
something that could match their capital accumulation. So the
ground, the land value in Tokyo went up phenomenally, the center
of Tokyo being worth more in land value than California, which is
ridiculous. And of course that bubble burst, so they also had
their crash, but spread out over time, less sudden. However, in
Japan, those other two factors are relatively good, so they can
recover better, I would say.

For which reason, I think Japan is more like in a mild
recession and will be able to climb out of it. For the U.S. to
get out of what I then call a depression, which I think started
in 1991, will be a tough job.

Permit me to try to give a definition of depression. A
recession, you see, 1s cyclic. The economy goes down, but after -
sometime there will be an upswing again. We have been reading ..
all these years about a recovery and how the recovery 1s sluggish
and slow. The reason is very simple: there is no such thing
taking place. In a depression the economic system has lost its
capacity to regenerate itself, like when a body's immune system
has been damaged. In that case, tough political measures can be
one way of getting out of the problem. Aand that's of course
where President Clinton comes in with his proposals and the
question is whether they are adequate to that purpose.

HB: Are they?

JG: Well, I'm a foreigner. Had I been a U.S. citizen I would
probably have said that now is the time for everybody to get into
this, not as an ego-centered individual but collectively. And I
liked it when Clinton said, do not ask what's in it for me, ask
what's in it for us. There's a collectivism in that, which I
think is very very appropriate.

But then, when it comes to the concrete measures, I think
they are to ®ne-sidedly economic. Let me take an example, the
way of getting the quality of products up, is above all, to
invest in workers, in the working class. But the working class
is treated badly in the U.S.

HB: How do they compare with other areas?

JG: Very low in education level. The working class with the
highest education level in the world is Japan. As the Japanese
always say, "“you Americans may have the highest elite education
in the world, but we have the highest level of education for the



lowest groups 1n society”. Now., to invest in that one would be
tremendously important.

But then comes the problem, which the U.S. has to face
sooner or later. I have lived in this country eight, nine years,
with our kids in schools, and if I should testify to anything it
would be to the excellent quality of U.S. schools with dedicated
teachers, fantastic teaching programs. Nothing wrong about it.
But if you are a kid in an American school, and by the age of 18
you have passed 15,000 hours in school and 18,000 hours in front
of a t.v. set, with 340,000 idiotizing commercials, with one-way
communication like in a dictatorship, then what 1s the basic
message? I think the message you get 1s that what you learn at
school is irrelevant nonsense, and that the real world is in that
box. And that box doesn't refer to anything about Egyptian
kingdoms or triangles with one right angle and how you calculate
angles and distances. You see, there is a total gap between the
school world and the t.v. world. And the adults at home sound
more like the latter. .

Now, what can we do about 1t? I would go as far as to say.-
that one could license t.v. stations according to the level of
seriousness of their content. Educational programs early in the
morning for the kids. And not to teach Spanish, for instance; at
four p.m., or something of the kind, because very few people are
up at four a.m. to take thelr Spanish lessons. Cut down the
commerclialism. Never interrupt programs with commercials unless
you want a nation of scatter-brains.

Educational programs, around dinner time would be very very
valuable. More seriousness, more dedication to serious matters,
less frivolous programs, would be very meaningful. But I can
almost see and hear the t.v. stations screaming in protest.
First amendment and everything will come up, freedom of
enterprise, and so on. But that only emphasizes how serious the
whole matter is. You can invest almost any amount of money in
the schools, it'll be washed out 1f the context is not serious.
And I mentioned on purpose dinner time, imagine what parents
would do to their kids if they had good discussions, good
conversations at dinner time. Leaving alone whether American
families reaMy have supper together at all or are essentially
Jjust meeting around the fridge 1n order to get some t.v. trays
mobilized, shoving them into the micro and so on. Again the
point 1is the context, its not only the school as Institution that
matters.

HB: To our audience, you are listening to a Second Glance and we
are discussing, at the present time, the U.S. economy. We are
speaking with Johan Galtung, professor of Peace Studies at the
University of Hawai'i. As we talk about the need to elevate the
working class, you immediately talked about television programs,



you immediately talked about the education system. So its not
necessarily just a question of concentrating on the working class
as the working class.

JG: Certainly not...
HB: But a whole social...

JG: The whole socilety, and I would be the last one to put the
blame on the working class. If the blame should be put anywhere
it should be on the managerial class. But since one part of the
problem still is to get high quality products, workers have to be
treated well. They have to be educated, they shouldn't have to
worry about their health, there should be free poli-clinics for
every ten block or so, where at least all minor diseases can be
treated and they wouldn't even have to think of the expenses. If
they go around worrying about illness all the time, that
interferes seriously with their work. I would also say that I
doubt the wisdom of such a low level of trade unionization that
the U.S. has today.

HB: A low level of trade unionization?
JG: Down to 19%. .
HB: How does it compare to, let's say, Japan or Germany?

JG: About half, a third. That's a very low level. Now typically
in Japan, you have company unions, the nationwide unions being
less important. And that is also, of course, the dramatic
transition in the Nissan factory in Tennessee where the workers
preferred the Japanese model to the American UAW model. I can
see good reasons, a company union being more of a negotiation
instrument with the management because they work hand and hand
with them. The relation could become less confrontational, but
at the same time empower an individual worker to launch
complaints that he or she wouldn't dare take up alone. Workers
tend to be proud of their union because unions give them
identity. Cracking up unions that are mafia ridden has probably
been a good idea, but one should be aware of what that does to
the worker il terms of lost identity.

But let us then turn to the managers. Thelr salaries are
too high, and a manager who 1s sitting on top of an enterprise
that is shaky for the reasons I mentioned, and threatened by
competition from abroad, will be thinking more or less as
follows, "let me try to hang on for four years, accumulate a
decent pay and then cop out”. It is a rip off. If he had a
lower salary, he might be more motivated to stay. Now I'm of
course not saying that they are all thinking like that, but some
would definitely be tempted in that direction.



Then the famous quarterly reports that they have to file,
they have to look as if they are in the black every three months.
That's a tough requirement. There are positive reasons, but it
makes long term planning almost impossible. And in addition
there 1s a buillt-in temptation to get into speculation to get
into the black, instead of that long term investment in industry,
manufacture and advanced services, the thing that will 1ift the
U.S. economy up. Shuffling papers may move some money around,
even big money. But no new value 1s created.

HB: Are you saying that part of the problem 1s the short term
measurements of success and failure.

JG: Precisely

HB: The immediate maximization of profit over a very short
period of time rather than a long period of time.

JG: And that this is even built into the system - the
requirement of the quarterly reports, and the "get rich quickly"
mentality. —

HB: Often times the god of the corporation are not the workers
or the consumers but the, at least in American style .
corporations, the investors, the corporate shareholders. So 1is
it another problem that the expectations of the corporate
shareholders needs to be overcome to develop the long term view?

JG: You know, they enter the company only in terms of their
money. And they get thelr reports and then they are clipping
coupons, as one says, or they are getting their cuts. It is too
meager. If they had really carried some of the daily
responsibility, if they had at the same time been workers and/or
managers, then that would change the eguation. So one
interesting solutions would be to have many more enterprises
where most of the stocks are held by the workers and by the
managers.

It is interesting to look at ITWA right now. Last time I was
flying TWA I was welcomed by stewardess who said "on behalf of
25,000 emploWees of TWA I wish you welcome"”. Well they had been
run by a person with the name of Mr. Ican and the quip goes that
his name should be I can't. It didn't end so well. He actually
lost $100,000,000 and there may be something to learn from that.

One thing that can be learned 1s that the American CEO has
much too much power. He's a little dictator. There are too many
expectations surrounding him, because its usually a he. The CEO
job also fits the macho self-image of the strong man, and also
the whiz kid, the brilliant one straight out of business school.
He's sitting there, hopefully laying the golden egg. in a corner



office, alone, to lay that golden egg. If after four years he
still hasn't laid a golden egg he's deemed a failure. Then
everybody turns against him, justifiably or not. From being
adored he 1s suddenly a total flop even if the circumstances are
such that nobody would have succeeded. Why not manage more
together, collectively, with the rest of the management, in
consultation with the workers as this is done in Japan and
Germany. Collective responses means collective responsibility,
and they are all in it, any how.

HB: What you're talking about is really democracy in the work
place.

JG: Absolutely. Participatory democracy, consultation up and
down, three times down, three times up, as the Japanese say.
Now, remember this with up at the end, the final decision is
taken by the management. Very clearly, it 1s a vertical
structure. But 1t is also cyclical:; everybody's opinion 1is
solicited in the quality circles.

-

HB: The consultation, as you say, three times down, three times
up?

L

JG: Precisely.
HB: I see.

JG: There's much to learn from that for a general overhaul. Of
course, it requires a commitment from the worker. And if the
worker is paild on a weekly basis, even on an hourly basis, where
does that commitment come from? Of course it doesn't come. So
there is a lot to say for an overhaul of the organization of the
working place. Including annual salaries with a bonus and
lifetime salaries with steep increases the longer you stay.

HB: I think the term you use, an overhaul, points at an overhaul
of the whole soclal structure, though?

JG: Precisely.
LY

HB: How do you keep individual attempts to improve one's self,
individual action or activity? Is there room for individualism?

JG: Well, here comes the positive thing about the U.S. system.
I don't think, necessarily, one would have to pass a law about
this. The point is that the company that introduces measures of
this kind will simply do better in the market. The market place
will still be an arbiter, and still be an important one.
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But one could imagine that the government could launch a
debate, and President Clinton is very good at that, much better
than his predecessors. The predecessors were preaching, Clinton
also does his part, but there 1s more invitation to a debate,
more of a two way flow 1in it. I wish he will keep doing that and
that the media blitz will stop saying that he is campaigning.
Because 1f democracy i1s called campaigning, then the media has
lost the point, I think. So iIf he continues that, and launches
themes of the type people and the media pick up, in this country
with all its individualism and initiative, then something
positive will come.

But there's another point about these CEOs. I read that as
many as 93% of them do not have technical education. They would
tend to specialize in finance or administration. If the CEO is
like that, and somebody low down comes up with a technical idea,
of course he gets less of an ear. But if somebody comes up with
a quick way of making money on the stock exchange he will get the
ear, even too much of it. Now this could be an argument for., you
know, revising and perhaps developing better cooperation between~
the technical director and the executive director in enterprises.

HB: Are you saying then that the CE0O is too heavily weighted on
the finance economy as opposed to the real economy? y

JG: Yes, it is more weighted, or biased in the direction of the
finance economy., separating one from the other when they should
serve each other.

HB: So much more involved in the money game than in the actual
production of goods and services?

JG: Precisely, because his training is of that kind, and you
know, most people would like to do what they think they're good
at. If he has no engineering competence he will be bewildered
and confused when somebody comes up with ideas of that kind.
Whereas things that are in the money game, as you say, he thinks
he knows how to evaluate it, and he will jump at that one way or
the other.

HB: Often t®mes the real economy takes a longer time to develop
though. \

JB: Precisely, and that is exactly the difficulty because if you
invest in a complicated new product it takes years before it pays
off, years before you even see the product because you have to go
through the R&D phases. You have to have a long time
perspective. You have to have some kind of technical optimism,
and I just doubt that with this kind of training profile for the
CEOs one gets people at the top who has that.



IBM for instance, which 1s & company I know a little having
taught world economics at the IBM management school in Europe for
10 years, to some extent became a pension fund. Blue chips, it
was conslidered so absolutely impeccable, so invulnerable that
people invested in 1it. And of course that made IBM itself more
money game oriented than it should have been. Now the result is
for everybody to see, today its a catastrophe.

HB: Why 1s IBM a catastrophe today?

JG: Well first of all it has had the biggest deficit in world
corporate history, more than $5 billion. There 1s nothing that
compares with it. As a result, I think it was the 20th of
January this year, the famous CEO John Alter resigned. I see
that as a ritualistic act, an effort to blame it on the CEO,
again the CEO-centeredness. And now the search is on, with some
8, 9, 10, names, one of them quite well known to Americans as a
certain Mr. Ross Perot. Again this focus on the name, the person
at the top. Its not healthy for a democracy to focus that much
on one person when there are several hundred thousand employees
to energize and mobilize. Incidentally, in this state, Hawai'i..
they run universities the same way, too much focus on a new
University president.

L

HB: Its very interesting. It seems that where we anticipate the
epitome of democracy - in the United States, as opposed to, lets
say Japan, - democracy in the working place, or in the economic
arena, we find instead that the situation i1s actually reversed.

JG: Exactly.
HB: Professor Galtung, it seems we have exhausted our time for
this program. Thank you for jolning us as we took a Second

Glance at issues in and around Hawaii. I am Pdk3 Laenui. E
onipa'a kakou, e na pua o Hawai' i, aloha 'aina, aloha a hui hou.
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