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Introduction
Julian Astle, Mark Bell and Alasdair Murray

We live in an interdependent world. Markets are increasingly
international; our cities more and more diverse; information, goods
and people ow ever faster around the world. e key challenges
we face, such as climate change and cross-border terrorism, are
inherently global.

is essay collection developed as a response to these changes
and out of the belief that liberalism  with its easy accommodation
of both the market economics that drive globalisation and the inter-
nationalist politics needed to regulate it is a creed tailor-made for
these fast moving and exciting times.  ese essays are thus rmly
grounded in the belief that the phenomenon of globalisation is at
root a force for progress: increased trade, development, migration
and green capitalism all have the potential to make the world richer

nancially, ecologically and culturally.

Despite this, many parts of the world are turning their backs on
globalisation. Protectionism is rmly back in fashion in parts of
continental Europe and even the US. Russia is becoming increasingly
nationalistic and repressive. Even the Netherlands, famed for its
liberal attitudes, has experienced a backlash against immigration.

us far, the UK has largely resisted the temptation to close
itself o from the outside world and has bene ted considerably as
a consequence. Peter Riddell, the respected political commentator,
has described the Labour governments repeated electoral success
as down to Polish plumbers and Chinese jeans  meaning that
Labours success was founded on a strong economy which resulted
from maintaining the openness of British markets to goods,
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services and people. In traditional foreign policy terms, it is clearly
in Britains self-interest to promote and embrace globalisation.

As Vince Cable points out in his contribution to this volume, there
is a strong consensus within the British political class around the
bene ts of globalisation.  ere is no room for complacency, however.

is consensus remains fragile and under threat  from the provoca-
tions of foreign governments, the protectionist pleadings of domestic
lobby groups, the chauvinism of parts of the media and the concerns
of an anxious electorate. Nowhere is this threat more severe than in
the area of immigration, where politicians all too regularly stress the
problems and make little mention of the bene ts.

Moreover, the external and internal challenges for British
government and society from globalisation are becoming more and
more apparent. As the events of 9/11 and 7/7 have made abundantly
clear, extremists have proven highly adept at exploiting some of the
opportunities of globalisation money ows, new technologies
and increased migration even as their ideology seeks to destroy
the phenomenon. Climate change, as the essays of Anatol Lieven
and James Cameron in this collection demonstrate, represents an
even greater threat to our security and economic wellbeing in the
medium to long term.

ese challenges are global. Many of the solutions will require
more, not less, globalisation. In deciding how best to counter those
threats, it is imperative to draw on the internationalist tradition in
liberalism the commitment to establishing a rules based global
order, governed by international law and maintained through
multilateral institutions.

But this does not mean that globalisation spells the end of the
nation state. In fact, as Anatol Lieven notes in his contribution,
there is a paradox that greater globalisation will require nation
states to become more e ective. ey will remain the essential
building blocks for international institutions. Traditional diplomatic
relationships will continue to play as important a role in managing
globalisation as the evolving international institutions.



Britain has a particularly important role to play: as an English
speaking nation, the  h largest economy in the world, a global
nancial and technological centre, and a nuclear power with a
relatively large and sophisticated military. It is a member of the
United Nations Security Council with long standing strategic
relationships with the US, the EU and the countries of the
Commonwealth. Britain thus has a key role to play in helping the
world meet the threats associated with globalisation whether in
the struggle against extremism or in building the markets needed
to meet the threats of climate change.

National governments will also continue to play the central
role in ameliorating the negative impacts of globalisation on their
domestic economies and societies. Competition inevitably creates
losers as well as winners. For example, while the highly skilled and
mobile are able to compete e ectively in the global labour market,
the low skilled and static are o en displaced by competition from
elsewhere in the world. In the UK, as in other countries, we need
to consider how best to cushion the e ects of global competition
on the countrys long tail of low skilled workers.  at a Labour
government committed to poverty elimination has failed to reverse
the growth of inequality in the UK over the past decade underlines
the scale of the problem.

ese challenges should not lead us to turn away from globalisa-
tion. is volume sets out a strategy for harnessing the bene ts of
globalisation while negotiating its pitfalls. e rst part considers
the opportunities in terms of trade, migration and the develop-
ment of international law. e second considers the direct threats
of terrorism, instability and climate change. Collectively, the essays
0 er a dynamic and optimistic response to our changing world.
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Overview
Vince Cable

Britain has largely been spared the negative and inward looking
response to global economic integration which has dominated
public discourse in many countries. e supposedly economically
liberal Nicolas Sarkozy rants about foreign threats. Most American
politicians indulge in protectionist rhetoric. Even the worlds more
liberal governments demand reciprocity from China, Russia or
each other.

Yet in Britain (together with Canada and the smaller northern
European countries) there is a more comfortable acceptance of
globalisation. Whatever criticism can be made of Gordon Browns
conduct of economic policy, he and his colleagues have been totally
clear and consistent in defending an open economy. Having myself
spent the 1970s and 1980s arguing the case against Labours alter-
native economic strategy and the demands for import controls to
protect the residue of British manufacturing, | no longer see any life
le inthosecauses.! ereisa (now rather distant) tradition of Tory
protectionism in Britain, but ite ectively died out with Alan Clark.
It is only amongst fringe parties unrepresented in parliament, like
the Greens or (for rather di erent reasons) the BNP, that the liberal
conventional wisdom is seriously challenged.

It might be thought, therefore, that there is nothing very brave
or interesting in a volume of essays on the subject of globalisa-
tion. at would be wrong. e chapters by Sam Brittan, Philippe
Legrain and Philippe Sands are not only impressive in their own
right but manage to identify those areas where the British consen-
sus of liberal internationalism is not quite as cosy as it rst seems.



VINCE CABLE

Sam Brittan has for decades been a magni cently consistent and
rigorous defender of liberal values: economic, social and political.
His collected essays and his columns in the Financial Times ruth-
lessly search out the intellectual sloppiness of the political class
(including the Liberal Democrats).? His essay here is directed at the

I am all in favour of free trade but ~ arguments o en advanced by
business lobbies and trade negotiators and the free trade is ne for
us but not for poor people line of argument o en heard among the
development NGOs.

Philippe Legrain deals in more detail with an area of policy where
economic and political liberalism has made little headway or is even
in retreat: immigration.® e British government has been quite
courageous in taking on anti-immigrant feeling and defending immi-
gration (or at least that of white Europeans), but public opinion polls
show hostility to immigration in Britain and in almost every other
developed country. Legrain challenges us to be liberal.

Philippe Sands (writing here with Blinne N Ghr£laigh) has built
areputation challenging the legality of the Iraq war and also showing
how international law can and should be strengthened to deal with
global challenges like human rights abuses. His main point is that
globalisation is unlikely to be sustainable without strong multilat-
eral institutions that consistently apply the rules. Here the record
of the British government is less than stellar, not just over Iraq but,
for example, in its cynical disregard of international conventions on
business corruption.

As Sam Brittan points out, there are few people around who will
argue that we should return to economic autarky (except for deep
greens who want to return to communities being self-reliant as far
as possible regardless of the cost in terms of living standards). e
experience of the 1930s, when economic nationalism did enormous
damage and paved the way to war, was a su cient lesson for most
rational people.

But we have a more subtle problem: a reluctance to concede
market opening unilaterally.  us Peter Mandelson, speaking on
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our behalf, says that the EU cannot cut its (expensive and wasteful)
agricultural tari s and quota protection unless the US also makes
concessions or India cuts its manufacturing tari s.  is apparently
tough or common sense approach conceals a logic of remarkable
stupidity: we insist on continuing to harm ourselves unless you
agree to stop harming yourselves.  ose familiar with global trade
negotiations will know that this game reciprocity has gone on
for decades and has apparently (in the developed world, at least)
not done any great damage yet: agreement to cut trade barriers is
invariably reached in the end, while negotiators can go away and tell
their domestic lobbies how tough they have been. Unfortunately,
the game is degenerating into real con ict. Fun with water pistols
is in danger of turning into a shooting match with real pistols. e
US and EU cannot agree on agricultural liberalisation, while India,
which has been happy enough to cut tari s for domestic policy
reasons, will not concede further ground in the tough macho world
of trade negotiations. If the Doha Round trade negotiations do
collapse, long suppressed protectionist instincts could well come to
the fore.

Trade policy could then increasingly be conducted through
bilateral negotiations which in turn generate discriminatory barri-
ers against third parties (and here I am less sanguine than Brittan).
We can already see from the US, with its popular obsession with
Chinas manufacturing exports and under valued exchange rate,
where bilateralism could lead. e Chinese, who are touchily
nationalistic and only recent recruits to the disciplines of multilat-
eral trade and nance, probably dont need much provocation to
retaliate. And as with the assassination of Archduke Ferdinand in
Sarajevo, the consequences would soon spread. If the Chinese 0 -
loaded large amounts of dollar securities so as to revalue against
the dollar, they would probably buy euros instead.  is would drive
up the euro and make EU exporters and those European industries
which compete with imports less competitive, stirring up dormant
but far from dead protectionism in the EU. If Gordon Brown has
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any clout in Brussels or Washington, he should argue relentlessly
that trade liberalisation is in all our interests, whether or not full
reciprocity is achieved. Sam Brittans simple, if counter intuitive,
free trade argument that opening up our markets is good for us
regardless of what foreigners do may need emphatic restatement
in the months ahead.

I am modestly optimistic that agreement will be reached on trade,
despite the brinkmanship. e tricky arguments of the future may
be more concerned with foreign investment and services. Hitherto
it has seemed obvious that Britain has bene ted greatly from say

Japanese investment in the car industry without our insisting that
bits of the Japanese car industry be sold to a British rm. But else-
where, reciprocity is demanded. In the tightly managed markets
of aviation, BA and other European airlines have been ghting an
e ective rearguard action against an open skies agreement with the
US, which would bene t UK passengers considerably, because the
US is not conceding the reciprocal access they want. Ministers have
been less than resolute in sending BA packing (or challenging its
regulatory privileges at Heathrow). A real test will come if Gazprom
makes a bid for a strategic British asset, such as Centrica. It would
be na ve to disregard the risks of political interference from state-
controlled foreign entities and any proposal would have to be care-
fully vetted with this in mind; but it would be wrong to reject an
investment on nationalist grounds as the US has recently done with
a potential Dubai investment in ports and a Chinese state company
in the US oail industry. Gazprom apart, there are now numerous
wealthy state-backed funds in OPEC countries and China looking
for convenient opportunities in the West. Hitherto such sovereign
funds from Singapore and Kuwait for example have been impec-
cably commercial in their approach. British capital markets should
not be closed to sovereign funds (or subject them to reciprocity
demands) provided proper regulatory standards are maintained.

In dealing with these arguments there may well be a divergence
in the approach of the UK and some of the countries of old Europe.
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Sarkozys enthusiasm for national champions  with a CAP for
manufacturing is a dangerous throwback to Gaullist times. Blair
should never have conceded to Sarkozy the modi cation to the new
European treaty, which has seemingly downgraded competition
as one of the core EU principles. Indeed, there is a bigger danger
that Britain starts to lose the battle for an open Europe more gener-
ally and a major ri  opens up between the more and less liberal
members.

So far, that has not occurred and the main battleground over
globalisation is in the developing world. We have seen a general
increase in resource nationalism - in Russia, parts of Latin America
and in OPEC. ere are powerful ideological forces and interest
groups in India, China and elsewhere resisting any movement from
the comfort zone of self-reliance despite the bene ts which market
opening has brought.  ere is little the West can do to win that
argument and attempts to impose liberalisation through aid or
IMF conditionality are utterly counterproductive beyond ensur-
ing that our own markets remain open.

Even the most economically and politically liberal do, however,
draw the line at free movement of people.  ere are (except within
the EU) no international agreements to li immigration controls.
Even those countries like the US and Australia which are built
on immigration are pulling up the drawbridge. A world is evolv-
ing in which most goods and services, capital and very rich or
clever people can move freely but most people, and particularly
poor people, cannot move abroad to settle or look for work legally.
Legrain calls this global apartheid morally wrong, economically
stupid and politically unsustainable . | agree with him on the rst
two points, but as a practical politician | suspect that the status
quo with its built-in discrimination against workers, particularly
unskilled workers from outside the EU is perfectly sustainable
and will be very di cult to reform in a liberal direction.

Unfortunately, Legrains chapter, unlike the excellent book on
which it is based, does not explain how a politically acceptable

10
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liberalisation of immigration could be achieved. He has a swipe at
the popular fallacies that immigrants are stealing jobs, driving
down wages, concreting over an overcrowded island, driving up
house prices, undermining the welfare state, importing terrorism
and creating a permanent underclass. But he doesnt develop his
central point that it should be much easier for immigrants to work
(but not settle) here. In his book he suggests taxing immigration
by auctioning, or imposing a tax on, work permits. | am attracted
theoretically, but the experience of Gastarbeiter in Germany and
Switzerland is not generally encouraging; nor are the rather brutal
approaches to migrant workers employed in Singapore, Malaysia
and the Gulf states, or the stresses generated by large numbers of
single (usually male) temporary workers in many places.

Given where we are rather than where Philippe Legrain would
like us to be, I would want to see liberalisation working through a
more market based employment permit system rather than a points
based planning system (a tax or auction mechanism might well be
part of the story). Furthermore, |1 would want some form of route
to earned citizenship for long standing residents (without automati-
cally legitimising illegal immigration) and a less draconian approach
to visa charges and permissions for short stay visitors, particularly
from the subcontinent. Even small steps of this kind would require
agood deal of public reassurance. As someone who has a successful,
racially mixed family through marriage, | am reassured by the way
in which, for the most part, race relations in the UK are much more
comfortable than a generation ago. My children do not feel stig-
matised or discriminated against but have a real sense of multiple
identity, like millions of other Britons, white and non-white.* | do
not want that to be jeopardised by inadvertently creating another
mass immigration panic.

ere is a strong case for arguing that the market processes
which have driven globalisation rapid communications, the freer
movement of goods and services, capital and some people have
run ahead of global governance.® ere is, however, an embryonic

11
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rule of law  which is why the World Trade Organisation is so
important in providing a framework of dispute settlement covering
trade, intellectual property and, increasingly, investment. In the
political sphere, the International Criminal Court is established and
does now try individuals for war crimes; and there is a burgeoning
corpus of international law on human rights, arms control and
multilateral environmental treaties.  ere is also a growing mass of
voluntary cross border standard setting relating to bank reserves,
telecommunications interoperability, accounting standards, the
workings of the internet and sports governing bodies, for example

to which one could add the standard setting of Amnesty
International or Transparency International. But in many areas the
rule of law is tenuous, non-existent or ignored (people tra cking,
drugs, arms exports and money laundering for example). And the
conduct of governments rests on international agreements that are
0 en disregarded.

Philippe Sands paper describes how international terrorism has
led to an erosion of legality in cases such as Guantanamo Bay, rendi-
tion and the reinterpretation of torture in US law, and how the
Irag war was a major step backwards, making it di cult to uphold
legality in other areas (such as nuclear arms proliferation). Having
been involved closely in the controversies around BAE Systems and
alleged corruption in Saudi arms contracts, | have been struck by
the deeply corrosive e ect in otherwise law abiding companies once
one government decides to opt out of the rule of law, even for what
it claims to be compelling reasons connected with national security
and terrorism.

Sands sets out an agenda for reasserting the international
rule of law. His argument should provide common ground for
those who wish to see meaningful progress internationally, be it
on trade, the environment, con ict resolution or human rights.
Ultimately, without the rule of law globalisation will be anarchic
and unsustainable.

12
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Trade and development

Samuel Brittan

When | was asked to contribute this chapter, | was initially reluc-
tant. Not for any lack of sympathy for the objectives of the volume,
but because trade negotiations and the associated institutional
structures such as the World Trade Organisation and the various
attempted regional common markets and free trade areas consti-
tute a highly specialised subject in which | have little expertise and
could easily commit many ga es.

But on second thoughts, I concluded that this would be a cop-out.
For my fundamental instinct is that the exponents of what Razeen
Sally has called neoliberal institutionalism have got it wrong.! e
removal of barriers to imports and direct capital ows is a bene t
to, and not a concession by, the country undertaking it. If others
follow suit, so much the better for all concerned. But that is not the
heart of the matter. When the 19" century prime minister Robert
Peel repealed the Corn Laws in 1846 only to be disowned by his
own Tory Party he did not wait for other European countries to
dismantle protection. If he had his successors would still be waiting
today. In the post-War years Ludwig Erhard, widely regarded as the
father of the German economic miracle, followed his dismantling
of internal price controls by making a start on removing or reduc-
ing import barriers without waiting for international negotiations
to get going. A similar route has been taken more recently by some
emerging economies in Asia and Latin America.

It is true that the great Liberal gure Richard Cobden negoti-
ated a trade liberalisation agreement with France in the 1860s at

14
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the request of the then Chancellor of the Exchequer, William
Gladstone. Both of them believed that: It was our business to look
a erour own tari s; but they were assured by French sympathisers
that there was no other way that the French tari could be altered
in the direction of Free Trade than through a commercial treaty
with England. 2 His main motive, however, was to improve Anglo-
French relations, which were at times threatened by the bombastic
attitudes of the British prime minister, Lord Palmerston.

Whenever | talk along these lines in front of Foreign O ce
or DTl o cials, a familiar look comes into their eyes. ere he
goes again, ascending into the stratosphere, miles removed from
anything going on down below. But their dismissal should not be
taken at face value. A whole industry of trade negotiation has devel-
oped whose interests would be threatened by a more unilateralist
approach. Even ministers and o cials who claim to be free traders
at heart feel uneasy at giving away something for nothing.

Similar vested interests have developed among economists
and commentators who regard themselves as trade experts. e
case for free trade has su ered from becoming a specialist area
divorced from the general case for competitive markets. e basic
argument for free trade is that for free exchange. If one Robinson
Crusoe discovers another and can increase his living standard by
exchanging wool for wheat, he should do so rather than attempt
self-su ciency. e subtlety is that he still gains even if he can
grow both commodities at less cost than his neighbour on the other
island. e exchange is worthwhile so long as there isa di erence in
the ratio of costs for the two commaodities.

e above is sometimes known as the static case for free trade,
remembering that static is a descriptive word and not a term of
abuse. In todays world, however, the dynamic case is probably
more important.  is is that the competitive blast provided by
the availability of cheaper or better supplies from abroad can be a
big stimulus to the improvement of domestic industry. So can the
in ow and out ow of capital across the exchanges. e associated

15
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transfer of technology and management skills may be even more
important than the nancial ows themselves. Some businesses will
also bene tfrom the economies of scale that international exchange
makes possible, although this last point is 0 en exaggerated, espe-
cially by businessmen. In any case, the evidence from many studies
showing that developing countries open to trade and direct foreign
investment did much better those that went in for import substitu-
tion persuaded many economists in the World Bank and elsewhere,
who were by no means instinctive free marketeers, of the bene ts
of a liberal approach.

Of course, these competitive aspects can bring hardship to the
losing companies and their workers. But this is no di erent to the
hardships experienced from purely domestic change when the hand-
loom weavers lost out to the power looms or when old fashioned
journalists are threatened by online technology. e same remarks
about the need for retraining and social security oors apply whether
the threat comes from internally or externally generated changes.

Migration is fortunately the subject of a separate chapter, but it
cannot be ignored altogether here as imports from new producers,
investment in such countries and in ows of labour from them are
partial substitutes. Free immigration almost certainly increases the
joint welfare of the labour exporting and the host country. But how
about the host country on its own? An in ow of workers increas-
es both productive capacity (as the Bank of England has taken to
reminding us) and the number of bodies to be fed, clothed and
housed. So at a rst approximation the e ects are neutral. But at a
second approximation they are positive. For the free movement of
labour promotes international specialisation in a way similar to the
free movement of goods and services. Unfortunately there is a third
level to consider.

Hard experience shows that there is a limit, which varies with
time and place, to the speed with which a country can absorb a rise
in a culturally alien population without a social upheaval. Allied
to this is the pressure that any population increase imposes on an

16
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already crowded small or modest sized industrial country. Until
recently | would have been prepared to take these anti-liberal forces
head on. But events in the formerly highly liberal Netherlands,
which has experienced assassinations, a ferocious anti-immigrant
backlash and the forced departure to the USA of a distinguished
African opponent of Muslim fundamentalism, have made me draw
in my horns and argue merely for the freest immigration policy with
which the political authorities of the host country can get away.

What are the semi-respectable arguments against free trade?

e most fashionable is the so called new trade theory based on
dynamic economies of scale. e basic idea is that the products in
which a country has a comparative advantage are not just a re ec-
tion of natural resources but of past history. e Finnish electronics

rm Nokia became a world leader because it got there rst and can
now produce on a scale which competitors in other small countries
would nddi cult to emulate. On re ection, this is only a slightly
more sophisticated version of the infant industry argument in
favour of temporary protection for an industry which will be able
eventually to stand on its own feet.  is argument has been so over-
used that John Stuart Mill, the 19" century Liberal political econo-
mist, came to regret that he had ever written it. Even some of the
new trade economists are against such protection on the grounds
that governments are bad at picking winners and in practice use
such arguments as an excuse for protecting politically in uential
lobbies, usually of old and declining industries.

Another fairly old argument against free trade is based on the
potentially bene cial e ects on the terms of trade if a country can
exploit any monopoly power it may have in certain products. e

rst thing to note is that this is an argument for reducing the size of
the trading sector below what it would be under free market condi-
tions. e result could be achieved just as e ectively, and a good
deal more honestly, by a tax on exports as by a levy on imports.
Such policies are of course open to retaliation and could leave many
or all of those who engage in them worse 0  as a result.

17
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Until recently, it was di cult to nd examples of terms of trade
e ectsother than the hoary pre-War case of Brazil dumpingitsco ee
into the sea. But an up to date and illuminating example now exists
in the form of OPEC, the Organisation of Oil Producing Countries.
If members could really get their act together, they could restrict
production and raise oil prices to the discom ture of the West. But
they have rarely been able to do so. Would be cartels have always
su ered from the in-built incentives to members to break ranks to
increase market share. In addition, the wiser OPEC members are
well aware that attempts to force up the oil price are certain to add
to the many other in uences tempting consumers to economise on
oil and search for substitutes. e recent urries in the oil market
have re ected the impact of rising demand on supply constraints
which have little to do with OPEC.

e immediate response in the 1950s, 1960s, and 1970s to an
advocate of unilateral tari cuts or other reductions in trade barri-
ers would have centred on the e ects on the balance of payments.
Anyone wise enough no longer to be worried about this aspect
can (as Miss Prism would have said in e Importance of Being
Earnest ) leave out this and the following two paragraphs. e factis
that the balance of payments automatically balances under a oat-
ing exchange rate. If the demand for foreign currency increases due
to increased imports or for any other reason, the sterling exchange
rate moves to a level at which the demand and supply for it come
into equilibrium. is can involve devaluation which is by no
means certain, as the nancial markets might interpret the liber-
alisation as a sign of con dence encouraging them to move into
sterling. A devaluation might in turn lead to worsened terms of
trade if the unfavourable e ect on import prices exceeds the boost
to export ones. In other words, the balance of payments and foreign
exchange arguments are the same as the terms of trade ones, with all
their weaknesses, and not an additional argument against unilateral
liberalisation. | remember Milton Friedman pointing this out to me
very forcibly when he was teaching me on a sabbatical at Cambridge
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and | was vainly trying to defend the balance of payments preoccu-
pations of British governments.
ere is a slightly more sophisticated consideration, some-
times advanced by business lobbyists, along the following lines:
Nowadays, direct trade payments across the exchanges are dwarfed
by vastly greater capital ows. So we cannot rely on the exchange
rate moving to o set the cost of extra imports. As a matter of fact
the disproportion is frequently exaggerated. For a large part of the
movements across the exchanges are extremely short term ones,
reversed within days or even hours, and therefore not on all fours
with trade or long term capital movements.

But I do not need to rely on this contingent aspect. Suppose
that sterling does not dip in the way required to balance trade

ows, possibly because of the positive con dence e ects already
mentioned. So much the better. For then we come near to enjoy-
ing the proverbial free lunch: increased absorption of foreign goods
and services without having to sacri ce more British products to
pay for them. Of course, this bonus may not last. But at least time
will have been gained for British producers to adjust to the competi-
tive challenge from abroad.

When setting out my stall at the beginning, | was careful to speak
of the bene ts of the unilateral dismantling of barriers to trade and
direct capital ows. How about the shortterm nancial ows which
used to be known as hot money ? ey also supply extra resources
while they last; and, unpopular though it may be to say so, provide
valuable health warnings when they depart and put downward
pressure on the exchange rate. e large current payments de cits
which have been incurred by the USA, and to a lesser extent other
English speaking countries, were initially nanced by direct invest-
ment in business enterprises. But later the emphasis shi ed into

nancial movements, including the purchase of dollar assets by the
central banks of China and the OPEC countries. For all the hu ng
and pu ng, they provoked among the righteous they proved highly
useful, in conjunction with the entirely non-mysterious drop in
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international real long term interest rates, in warding o  the other-
wise very real threat of a world-wide Keynesian slump earlier in
this decade.

| have little idea what proportion of these in ows will prove
permanent and what proportion will go into reverse. But neither
have the worlds so-called monetary authorities; I would rather rely
on the nancial markets, with all their imperfections and subservi-
ence to fashion, than on the ponderous attempts of governments to
reach a consensus and the increased politicisation of international
economic relations thereby involved.

At the expense of a little untidiness, I would make a partial excep-
tion in the case of some developing and former Communist coun-
tries. Knowledge of their a airs can be very skimpy in the nancial
centres of the West and bubbles in their currencies and securities
easily develop and burst. e obvious example is the crisis of the
late 1990s in Russia and parts of East Asia, where a lot of fashion-
able short term investment was then followed by a stampede to get
out. e worst aspect was the indiscriminate nature of the out ows,
which a ected innocent countries which were merely neighbours
of those that triggered the panic. e moral is not that these coun-
tries should attempt to ne tune capital movements by controls on
in ows. Itis rather that they need to give thought to the sequence of
economic liberalisation, with capital movements coming nearer the
end than the beginning of the process.

A more fundamental approach to the problems of emerging
and developing economies is to suggest that there are far too many
separate currencies in the world and that many of these countries
would do well to adopt one of the existing international monies.  is
point is made by Ben Steil in the June 2007 issue of Foreign A airs
(One World, Too Many Monies). It is important that they should
actually use such international currencies and not just establish a
currency board theoretically based on them. If they do the latter, they
risk repeating the experience of Argentina, where the experiment
crashed. Steil suggests that the lesser world economies should adopt
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the dollar or the euro. He does not mention the yen or sterling.
My own view is that, whatever a very small country like Ecuador
(which has adopted the dollar) may do, bigger economic players
are most unlikely to o cially adopt other currencies. A more likely
development is for the dollar and the euro to become increasingly
used in international trade and capital movements, leaving domestic
currencies for lesser internal purposes.  is would be a partial return
to the pattern of the Middle Ages, when the ducat and the orin were
dominant international monies existing side by side with a multitude
of local currencies, all theoretically based on precious metals.

e most serious adverse aspect of free trade and payments is its
potentially negative distributional one in the industrial West. e
world is not yet one single economy, but it is moving in that direc-
tion. e integration of nations such as China and India into it is
the equivalent of multiplying severalfold the amount of unskilled
labour relative to the supply of skilled labour and capital. Western
economies as a whole bene t, but downward pressure is exerted on
wages of the less skilled. e words less skilled are moreover aterm
of art as in this context they can apply for instance to many types of
computer work about which many Indian operatives in call centres
can teach their Western counterparts a thing or two.

Some orthodox economists seek to minimise these e ects and
assert that the downward pressure on Western unskilled wages is
due to technology.  eir main evidence is that imports from low
wage emerging countries are still a small proportion of Western
consumption. is is to overlook the e ects of potential competi-
tion on prices and wages what competition economists now o en
refer to as contestability . An alert British textile manufacturer is
not going to wait until he is forced into bankruptcy before adjusting
his prices and wages, as well as products, to competitive threats.

It is ironic that anti-globalisation agitators claim to speak on
behalf of poor countries, whereas any adverse e ects are likely to
be felt inside the rich ones. e tendency to equality in worldwide
wages, at least among those with comparable skills, has always been
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more welcome on the Le as an aspiration than its potential realisa-
tion in practice.

But enough of these debating points. e conventional response
is to say that US and European industry needs to move continu-
ally upmarket, developing new products and processes, to maintain
its position.  ere are limits to how far this can go. Not everyone
can be retrained to undertake high technology jobs. Moreover, is
it really desirable that everyone all the time should be engaged in
non-stop reskilling (misleadingly called lifelong education)? In
fact, many of the future jobs are likely to be low tech areas such as
gardening, child minding or home help but pay in these areas will
also be subject to downward pressure from those displaced from
traditional activities.

e Western response should surely be to keep its own frontiers
open to gain the bene ts of trade but redistribute income to those
who would otherwise lose out. My long time slogan, coined before
the word globalisation was invented, has been redistribution yes,
equality no. e Scandinavian experience, which combines very
internationally open economies with generous welfare states, shows
that such a response is in principle possible. e opposition parties
in Britain are wrong to sneer at Gordon Browns tax credits, which,
whatever the errors of implementation, point at least in the right
direction.

ere is one further point to be made about the orthodox
policy framework. Institutions such as the WTO will accept full-
blown free trade agreements such as the European Union or the
North Atlantic Free Trade Area. But they frown upon more limited
regional agreements that do not establish complete tari free zones.
Many international trade theorists share the bias against limited
agreements, pointing out that they may simply divert imports from
one source to another without necessarily favouring the least costly
supplier. Such arguments, however, equally apply to free trade areas
and common markets which fall far short of global coverage and it
seems odd to direct so much indignation at halfway houses. Limited
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free trade agreements may be better than none at all and they could
be especially valuable if the world moves in a protectionist direction,
which unfortunately cannot be ruled out.

ere isa more parochial aspect. e UK Government no longer
has autonomy over trade policy and only a very limited say over
policy towards capital movements. Its role has been taken over by
the EU, which requires a consensus among members. e arguments
of this chapter can therefore be regarded as being targeted directly
towards the EU as a whole rather than any single member.  ere
is certainly room for improvement. EU protectionism has been
estimated as the equivalent of a tari of 55 per cent on agricultural
products and 15 to 25 per cent on services.  ere is high protection
in clothing related products. Backdoor protection ourishes in the
form of suspiciously high technical and food safety standards.

A forthright free trading approach by the UK and a few of the EU
newcomers could help swing the balance against the more protec-
tionist impulses of what Donald Rumsfeld called Old Europe and
thus lead to a somewhat more liberal stance in trade negotiations
such as the Doha round.

Development

I have not le  much space to discuss the development side of my
brief. In a sense | do not need to.  ere is not one set of economic
principles for the developed industrial world and another for emerg-
ing countries. We still need the old clich@ that trade is more impor-
tant than aid. But good government, the rule of law and established
property rights are more important than either. e exact nature
of the property rights required is a topic that needs more attention
thanito en receives.

In some developing countries, wealth is more concentrated than
in the West, despite all the billionaires in the latter. It is unreason-
able to expect these countries to eschew all redistributive taxation.
What is important is that whatever the property rights are they
will be enforced by the courts and the government. In addition any
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redistributive policies should be broadly predictable in the long
term. Nothing is more inimical to investment than doubts about
whether it will be subject to con scation or whether the owners will
be able to repatriate the pro ts.

Of course, Western policies such as the Common Agricultural
Policy, which hit developing countries particularly badly, are morally
indefensible, aside from the fact that they hurt Western consumers as
well. But  ird World producing countries can do a lot on their own.
Some 40 per cent of their trade is with each other and everything said
about the bene ts of unilateral liberalisation applies to them.

Itis particularly important to keep a clear head on aid and avoid
being swayed by guilty feelings over past imperialism (easier in my
case because my ancestors in Eastern Europe did not oppress any
natives). One thing never explained by the aid campaigners is how
Great Britain managed its Industrial Revolution without any aid
whatever and how the East Asian tigers and more recently China
have forged ahead with very little. Africa, which has received far
more aid in relation to population than any other area, contains the
greatest proportion of basket cases.

e case for aid is that it is an addition to the resources available
for development. On the most favourable assumptions, it is only a
modest addition to what a developing country must provide from its
own resources. As against this, government to government aid can
help keep in power incompetent or thuggish regimes. One problem
is that money is fungible; funds can be diverted from projects which
indigenous governments were originally going to nance them-
selves to arms purchases or prestige undertakings such as over elab-
orate airports. Individuals wanting to help the worlds poor should
seek out charities that concentrate on doing things which would
otherwise not be done at all. e same applies to governments and
aid agencies, more di cult though it is to apply in their case.
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e fundamental thesis of this chapter is that globalisation is equiv-
alent to a large part of the world becoming a single market economy.

e main di erence is that in a domestic market economy there is
a national government that can cushion the impact of economic
change or redistribute income towards the losers admittedly an
idealistic account of what it in fact does.  ere is no such govern-
ment at the international level. Nor is there likely to be and it is
wishful thinking to suppose that either international aid or institu-
tions such as the World Bank can supply the de ciency.

My contention is that a tit-for-tat negotiating attitude to trade
liberalisation will not, in practice, be any kind of substitute for
these cushioning forces. e use of such arguments gives a veneer
of respectability to policies designed to protect vocal local interest
groups and have nothing to do with rational policies of either cush-
ioning or adaptation.

Notes
1 R Sally, Classical liberalism and international economic order, Routledge,

1998.
2 JMorley, e life of Richard Cobden, Routledge, 1995.
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Migration
Philippe Legrain

ere is a contradiction at the heart of our globalising world. While
goods, services and capital move across borders ever more freely,
most people cannot. No government, except perhaps that of North
Korea, would dream of trying to ban the movement of goods and
services across borders. Yet it is seen as perfectly normal to outlaw
the movement across borders of most people who produce goods
and services. Even within the European Union, where the free
movement of labour is supposedly a fundamental principle, restric-
tions still exist. Among the 15 countries that were members of the
EU before its rst eastward enlargement in 2004, only Sweden
and Finland have opened their doors to workers from all 12 of the
new accession states. Britain welcomed the Poles and other rst-
wave entrants, but has imposed restrictions on Bulgarians and
Romanians. Worse, the new points system for vetting non-EU
migrant workers that the British government plans to phase in over
the next few years, will deny entry to all but the most skilled people
from developing countries.

Such immigration controls are morally wrong, economically
stupid and politically unsustainable. ey are morally wrong
because freedom of movement is one of the most basic human
rights. It is abhorrent that the rich and the educated are allowed
to move freely around the world while the poor are not. ey are
economically stupid because migration in e ect a form of trade

is generally bene cial, not just within countries but also between
them. ey are politically unsustainable because immigration
controls are ine ective and counterproductive: far from stopping
migration, they mainly drive it underground, damaging society
rather than protecting it.
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Undeniably, migration can cause some di culties, like any
change. Some people may lose out; some may nd it hard to adjust;
some would prefer that the world stands still. But most of the fears
about immigration are unjusti ed: migration does not generally
threaten British workers, the welfare state or national security.

e Universal Declaration of Human Rights states: Everyone has
the right to leave any country, including his own, and to return to his
country. But what is the right to leave a country if one cannot enter
another? isisnotapoint of abstract principle. Each year thousands
drown trying to reach Europe on imsy, overladen boats; others, like
the 58 Chinese found asphyxiated in a lorry container in Dover,
die by other means. We like to think that we are not responsible for
these deaths. A er all, migrants know the risks of trying to reach our
shores illegally. But if a law is unjust, we cannot wash our hands of its
consequences. By denying desperate people the opportunity to cross
borders legally, we are forcing them to risk death.

Of course, voters and government o - cials would rather migrants
did not die. But implicitly, they consider it a price worth paying for
protecting our borders.  at sounds shocking and it is. But how
else can we explain the general indi erence to the deaths that our
immigration controls cause? Why is there not an outcry each time
a migrant dies? Why is the o cial response always that we must
remain tough in enforcing our border controls rather than ques-
tioning whether the system makes any sense? If one is to justify
these deaths in any rational way, one must argue that migrants pose
so great a threat to our society that the terrible consequences of our
immigration controls are necessary.

Yet immigrants are notan invading army. ey are mostly people
seeking a better life who are drawn to Europe by the huge demand
for workers to 1l the low end jobs that our ageing and increasingly
wealthy societies rely on, but which our well-educated citizens are
unwilling to take.  at immigrants come illegally is a sign not of
moral turpitude but of misguided government intervention: those
who want to work here have no other choice.
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In our globalising world  where travel is ever cheaper, tastes
and technology are in perpetual ux and economic opportunities
no longer stop at national borders it is desirable that people are
increasingly mobile. Yet while Norman Tebbit urged jobless Britons
to get on their bikes in search of work, people are outraged that
unemployed Poles hop on Ryanair to come to work in Britain.
Why? In an interview with a journalist from the Daily Mail group, |
pointed out that the Polish builders now ocking to Britain are just
like the British brickies in the classic TV series Auf Wiedersehen,
Pet who went to work in Germany to earn higher wages. No, they
arent; its di erent, the journalist said. Why? | asked. Because
it is, he replied, subsequently choosing not to publish the inter-
view. e only real di erence is the journalists prejudice in favour
of Britons and against Poles.

Where governments permit it, a global labour market is emerg-
ing: international nanciers cluster in London, IT specialists
in Silicon Valley and actors in Hollywood, while multinational
companies scatter skilled professionals around the world. Yet
European governments endeavour to keep out Congolese cleaners,
Filipino care workers and Brazilian bar sta , even though they are
simply service providers who ply their trade abroad, just as British
bankers do. And just as it is 0 en cheaper and mutually bene cial
to import IT services from Asia and investment banking services
from Americans, be they in New York, London or Frankfurt, it
0 en makes sense to import workers to do on the spot menial serv-
ices, such as cleaning. It is indefensible for policymakers to allow
highly skilled workers to move freely but restrict the movement of
the less skilled.

From a global perspective, the potential gains from freer migra-
tion are huge. When workers from poor countries move to rich
ones, they can make use of advanced economies superior capital
and technologies, which bolsters their productivity. is makes
them andtheworld better o . Starting from that simple insight,
economists calculate that removing immigration controls could
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more than double the size of the world economy.* Lowering them
even slightly would yield disproportionately big gains.

Economic theory suggests that the gains from trade are greatest
when countries are di erent. As European baby boomers retire, the
workforce is set to shrink, putting a strain on businesses and public

nances. In contrast, developing countries baby boom generation
is just entering the labour force. Not only are they generally less well
educated than their European counterparts, the wages they can earn
at home are much lower. e workforces complement each other.

Even as an increasingly knowledge based economy, Britain still
needs low skilled workers. Hotels, for instance, require not just
managers and marketing people, but also receptionists, chamber-
maids and waiters. Hospitals need not only doctors and nurses, but
also cleaners, cooks, laundry workers and security sta . We all rely
on road sweepers, cab drivers, and sewage workers. Many low skilled
services cannot readily be mechanised or imported: old people
cannot be cared for by a robot. At the same time, people increas-
ingly pay others to do arduous tasks, such as home decoration, that
they once did themselves, freeing up time for more productive work
or more enjoyable leisure.  us, as advanced economies create high
skilled jobs, they inevitably create many low skilled jobs as well.

Low skilled jobs account for over a quarter of Britains workforce,
but British workers aspire to better things. Whereas 28 per cent of
working age women aged over 50 have no formal quali cations, this
applies to only 7 per cent of men and 8 per cent of women in their
20s. Even those with no quali cations do not want to do certain
dirty, di cult and dangerous jobs.

Critics argue that low skilled immigration is harmful because the
newcomers are poorer than British people. But that is precisely why
they are willing to do the jobs that British people shun. Consider
old age care, one of the fastest growing sectors of employment.
Since young British people would rather work in a shop than a
retirement home, persuading them otherwise would require a huge
wage hike. But public nances are constrained, which implies either
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pensioners must make do with less care or the government must
make budget cuts in other areas and/or raise taxes. But immigrants
face a di erent set of alternatives: since wages in London are a
multiple of those in Manila, Filipinos are happy doing such work.
is is not exploitation: it makes everyone migrants, taxpayers

and Britons young and old  better o . It does not undercut wages,
since British people do not want to do these jobs. And it does not
undermine social standards: if there is abuse, legal migrants have
recourse to unions and the law. In fact, the only way to reconcile
our aspirations to opportunity for all with the reality of drudgery
for some is through immigration.

is does not entail creating a permanent underclass. If migrants
are temporary, as most aspire to be, then their point of reference is
theirhome country and thanks to their work in Britain, they return
home relatively well o . Where migrants end up settling, their chil-
dren born in Britain ought to have access to the same opportunities
as other British children. If it turns out that some children  be they
those of poor immigrants or poor white Britons do not, it is a
reason to redouble our e orts to ensure equality of opportunity, not
to keep out immigrants.  us immigration can widen opportunity
not only within Britain, but also internationally.

e case for admitting skilled migrants is less controversial.
As the number of university graduates in China, India and other
emerging markets soars in the coming decades, British companies
will increasingly need to draw on the widest possible pool of talent.
Indeed, many of the exceptional individuals who come up with bril-
liant new ideas happen to be immigrants. Twenty-one of Britains
Nobel-prize winners arrived in the country as refugees.

Yet most innovation today comes not from individuals, but from
groups of talented people sparking o each other. Foreigners with
di erent perspectives and experiences add value. If ten people
are sitting around a table and they all think alike, then they are
no better than one. But if they all think di erently, they can solve
problems better and faster. Research shows that a diverse group of
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talented individuals can perform better than a like-minded group
of geniuses.?2  row in immigrants burning desire to succeed, and
you have a recipe for success.

Just look at Silicon Valley: Intel, Yahoo!, Google, and eBay were
all co-founded by immigrants. Nearly half of Americas venture
capital-backed start-ups have immigrant founders. An ever
increasing share of our prosperity comes from companies that solve
problems: searching for cures to diseases, developing video games,
providing management advice, coming up with pollution reducing
technology and so on.  at is why, as China catches up, Europe
must open up further to foreigners in order to stay ahead.

Britains new points system, modelled on Australian lines, will
permit a top tier of highly skilled workers such as doctors and engi-
neers to come to Britain without a job o er, while a second tier of
skilled workers, such as nurses and teachers, will only be able to
come if they have a job o er in an area where there are deemed
to be shortages. e government does not envisage admitting any
less skilled workers a group including most people in developing
countries.

e points system is designed to reassure voters by fostering
the illusion that an all seeing, all knowing government is selecting
the right people that Britain needs. Yet bureaucrats can neither
second guess nor project the employment requirements of the
British economy. e points system amounts to government
0 cials picking winners  a notion that is rightly discredited
in industrial policy. Inevitably, manpower planners make costly
mistakes. At the height of the dotcom boom, Australian o cials
scoured the world to attract IT specialists, many of whom ended
up driving cabs when the bubble burst. Australia has pushed its
selection system to such absurd lengths that bureaucrats have
identi ed 986 separate occupations, 399 of which potentially
qualify for a skilled migrant visa. Given the tendency of politicians
to micromanage, Britains points system risks acquiring a similarly
Byzantine complexity.
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Whats more, a points system allows nothing for serendipity. Who
would have guessed, when he arrived in the US from the Soviet
Union as a child, that Sergey Brin would go on to co-found Google,
or that a Kenyan goat herder named Barack Obama would have a
son who could well become US president? Such a system also fails
to recognise that diversity acts as a magnet for talent. People are
drawn to London, where three in ten residents were born abroad,
because it is an exciting, cosmopolitan place, with a huge range of
ethnic restaurants and cultural experiences on o er, and the oppor-
tunity to lead a richer life by meeting people from di erent back-
grounds: friends, colleagues and even a life partner.

Indeed, many of the biggest bene ts of migration are o en
cultural. e mingling of cultures through migration leads to a feast
of novelty: fusion food; hip hop and R&B music; new holistic thera-
pies that blend eastern and Western in uences; writers of mixed
heritage such as Salman Rushdie and Zadie Smith. As John Stuart
Mill rightly said: It is hardly possible to overrate the value, for the
improvement of human beings, of things which bring them into
contact with persons dissimilar to themselves, and with modes of
thought and action unlike those with which they are familiar it is
indispensable to be perpetually comparing [ones] own notions and
customs with the experience and example of persons in di erent
circumstances  there is no nation which does not need to borrow
from others.

Immigration bene ts Britain in all sorts of ways. Yet many people
believe that it has huge costs too. Immigrants are said to take local
workers jobs, as if there were only a xed number of jobs to go
round. We heard similar arguments when women began to enter
the labour force in large numbers: many men thought that if women
worked, there would be fewer jobs for them. But of course, people
dont just take jobs; they also create them. ey create jobs as they
spend their wages because they create extra demand for people to
produce the goods and services they consume, and they create jobs
as they work, because they stimulate demand for complementary
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workers: an in ux of builders, for instance, boosts demand for those
selling building supplies as well as interior designers.

When opponents of immigration argue that immigrants harm
the job prospects of British workers, they implicitly assume that they
compete directly with each other in the labour market and that
the economy never adapts to their arrival. If immigrants were iden-
tical to native workers and suddenly arrived in an economy with no
vacancies, they would indeed have a temporary negative impact on
local workers, until investment caught up with the increased supply
of workers and demand for goods and services.

But immigrants and British workers are not identical. e
newcomers, a er all, are foreign: they speak the local language less
well, they have fewer contacts and less knowledge of local prac-
tices, and typically they have less education and fewer skills than
local workers. At most, then, they are imperfect substitutes for
local workers, and compete only indirectly with them in the labour
market. Some individuals, then, may lose out: an unreliable British
builder who does shoddy work may nd himself out of work. But
even if Polish builders work for lower wages than British ones, they
dont necessarily deprive British brickies of work: if home repairs are
cheaper, more people, including poorer British people, can a ord
house improvements, while reliable, established British builders
may be able to charge richer clients more. Mostly though, immi-
grants take jobs that local workers shun and thus do not compete
with them at all. On the contrary: immigrants o en complement
British workers e orts, raising productivity and thus li ing their
wages. A foreign childminder may allow a doctor to return to work,
where her productivity is enhanced by hard working foreign nurses
and cleaners.

ere is little evidence that immigrants harm the prospects of
British workers  which is perhaps why the TUC, which a er all
represents their interests, has supported opening our borders to
Poland and the other EU accession countries. Despite the increase
in immigration in recent years, the employment rate for British
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workers remains at an historic high and wages continue to rise  so
fast, indeed, that the Bank of England is worried they are growing
too quickly. What is more, because immigrants are more willing to
move to where the jobs are and to shi  jobs as economic conditions
change, they make the economy more exible, reducing unemploy-
ment and allowing the economy to grow faster for longer. Migrants
have helped sustain Britains longest ever economic boom, boosting
everyones living standards.

Part of the opposition to immigration stems from the belief
that it is an inexorable, once-and-for-all movement. But migration
is generally temporary when people are allowed to move freely,
because most do not want to leave home forever.  at is true for
globe-trotting businessmen and increasingly so for more modest
migrants too: Filipino nurses and Polish plumbers. Britains recent
experience is instructive. A er it opened its borders to people from
Poland and the other new EU member states, all 75 million people
in those countries could have moved here. In fact, only a small frac-
tion have, and most of those have already le . Many are, in e ect,
international commuters, splitting their time between Britain and
Poland. Of course, some will end up settling, but most will not. Most
migrants do not want to leave home permanently: they just want to
work abroad for a while to earn enough to buy a house or set up a
business back home. Studies show that most non-EU migrants have
similar aspirations. If they could come and go freely, most would
move only temporarily. But perversely, national border controls end
up making many stay for good. For example, a Brazilian who over-
stays his visa knows that if he returns home, he will never be able to
re-enter Britain legally.

Governments ought to be encouraging international mobility. It
would bene t poor countries as well as rich ones. Migrants from
poor countries working in rich ones send home much more than the
miserly $100 billion Western governments give in aid: $200 billion
a year o cially, perhaps another $400 billion informally.  ese
remittances are not spent on weapons or siphoned o into Swiss
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bank accounts; they go straight into peoples pockets. ey pay for
food, clean water and medicines. ey enable children to stay in
school, fund small businesses and bene tthe local economy. atis
why, just as EU agricultural tari s are unfair to African farmers, so
are immigration controls that prevent Africans selling their labour
here. What is more, when migrants return home, they bring with
them new skills, new ideas and the money to start businesses that
can stimulate the local economy. Africas rst internet caf@s were
started by migrants returning from Europe.

e World Bank calculates that in countries where remittances
account for a large share of the economy (11 per cent of GDP on
average), they slash the poverty rate by a third. Even in countries
which receive relatively little (2.2 per cent of GDP on average),
remittances can cut the poverty rate by nearlya  h. Since the true
level of remittances is much higher thano cial gures, their impact
on poverty is likely to be even greater. Another study nds that in
countries with rudimentary nancial systems, remittances allow
people to invest more and better and thus raise growth.® When
remittances increase by 1 percentage point of GDP, annual growth
rises by 0.2 percentage points.

What is more, when countries are hit by a hurricane or earth-
quake, remittances tend to soar. During the Asian nancial crisis a
decade ago, Filipino migrants cushioned the blow on the Philippines
economy by sending home extra cash and their dollar remittances
were worth more than devalued Filipino pesos. Developing country
governments can even borrow using their country s expected future
remittances as collateral. Even the poorest countries, which receive
$45 billion a year in remittances, could eventually tap into this rela-
tively cheap form of nance, bolstering growth.

John Kenneth Galbraith said: Migration is the oldest action
against poverty. It selects those who most want help. Itis good for the
country to which they go; it helps break the equilibrium of poverty
in the country from which they come. What is the perversity in the
human soul that causes people to resist so obvious a good? *
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Psychological studies con rm that opposition to immigration
tends to stem from an emotional dislike of foreigners.® Intelligent
critics then construct an elaborate set of arguments to justify their
prejudice. When immigrants are out of work, they are scrounging
0 the welfare state; when they are working, they are stealing our
jobs. When they are poor, they are driving standards down; when
they are rich, they are driving prices up. Sometimes these argu-
ments are combined, to ludicrous e ect: one Conservative MP with
whom | was debating claimed that Poles were earning misery wages
and living in squalid conditions twelve to a room, and in the next
breath blamed them for rising house prices. Immigrants cant win:
they are damned if they do and damned if they dont. While it is
important to address peoples fears and consider their arguments, it
is also important to see them for what they o en are: a rationalisa-
tion of xenophobia.

Indeed, anti-immigrant rhetoric is one of the last forms of
racism that is deemed acceptable. Seemingly respectable politicians
and pundits get away with expressing obnoxious prejudices about
people dehumanised by the epithet immigrant, opinions that they
would never dare voice openly about a particular race.

Xenophobes o en claim that they have nothing against immi-
gration per se, merely the scale of it. ey paint a dystopian picture
of Britain being overrun by hordes of immigrants. Yet fewer than
one in ten people in Britain were born abroad. Asylum applications
were a mere 25,710 in 2005, while 15,685 failed asylum seekers were
deported; the refusal rate exceeds 80 per cent. While immigration
has risen over the past 15 years, the net in ow in 2005, the last full
year for which the O ce of National Statistics has published gures,
was just 185,000, which is 0.3 per cent of the UK population.

Critics claim that the number of immigrants in Britain is at a
historic high. Butthey o er no complaints about the record numbers
of foreign tourists and business people visiting Britain or of Britons
who now spend some, or all, of the year abroad. Nor, indeed, do they
complain about the record numbers moving around within Britain.
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In 2004, for instance, roughly 350,000 people moved to London,
while a similar number le . Most of those migrants were British.

e biggest category of migrants in Britain consists of students
going to university. Why, then, do critics single out the movement
of certain types of foreigner into Britain? Because they presume that
whereas tourists or foreign businesspeople bene t Britain and that
British people, wherever they may go, are naturally a boon, immi-
grants are a drain, a burden, a threat. In e ect, the numbers ploy is
a cover for xenophobia.

Another common argument is that Britain is a small, crowded
island that cannot accommodate any more people. e Daily
Mail used it in the 1930s to justify keeping out German Jews, yet
somehow Britain has managed to squeeze in over 10 million more
people since then. Again, this argument is applied selectively:
Roman Abramovich or an American investment banker occupy
far more space than a poor African immigrant, and the 30 million
visitors to Britain each year also take up space, but Britains ability
to squeeze them in goes unquestioned. Nor does the government
try to limit the growth of single-occupancy households. Besides,
many immigrants end up in parts of the country where the popula-
tion density is lowest, such as the Scottish Highlands or other rural
areas where they undertake agricultural work. In any case, Britain
is not full up : three-quarters of the country is agricultural land.®
If even a small fraction of this was released for development, there
would be room for plenty more houses. And while British people
could choose to live in more sparsely populated rural areas if they
wanted to, most choose to live in more densely populated urban
and suburban areas. Most British people do not appear to think that
a high density of population is a bad thing: young Scots opt to live
in Glasgow rather than the Grampians, young English people in
London rather than Lincolnshire.

A re nement of this argument is to blame immigrants for rising
house prices. Yet these have been increasing for decades, and the
most recent boom long precedes the upsurge in immigration.
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Indeed, since the in ux of Polish builders has lowered the cost of
building new housing, it is quite possible that overall immigration
has acted to depress the cost of housing. e real issue, irrespective
of the level of immigration, is that Britain urgently needs to reform
its planning regulations.

MigrationWatch claims that the need to build new houses for
recent immigrants is causing our green and pleasant land to be
concreted over. It uses government gures to argue that inward
migration requires us to build an extra 200 homes a day for the
next couple of decades. But as Evan Davis of the BBC points out: If
we build at that rate for the next two decades, at the current target
density of 40 homes per hectare, the area covered would be 19 kilo-
metres by 19 kilometres. 7 Given that Britains surface area is 242,514
square kilometres, the extra houses would cover a mere 0.15 per
cent of Britains area. ey need not even take up that much space:
many of these new houses could be built on brown eld sites.

Nor is it true that immigrants undermine Britains social infra-
structure. On the contrary, without foreign workers, the NHS would
collapse. e immigration minister, Liam Byrne MP, estimates that
immigrants make up 8 per cent of the population but contribute 10
per cent of GDP. If he is right, their net contribution to the British
economy is around £24 billion a year. So even if having more immi-
grants requires spending some of that £24 billion on extra invest-
ment in public services, Britain is still better o overall. If the
government fails to make the necessary investment, then that is the
governments fault, not immigrants.

David Goodhart, the editor of Prospect magazine, has argued
that immigration exacerbates a progressive dilemma whereby
greater diversity leads to less social solidarity and thus undermines
support for a universal welfare state. But where is the evidence for
this? Just look at the generosity of welfare provision in super diverse
Canada, or consider that cosmopolitan London has a distinctly
social democratic bent. Admittedly, while diversity is generally a
good thing, it can cause di  culties. Learning to live together can be
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tough. But societies have wrestled with such problems throughout
history. ey do not arise solely because of immigration: they apply
to each individual and group that must nd a place for themselves
in society.

It has become fashionable to claim that multiculturalism has
failed. It depends, of course, on what you mean by multicultural-
ism. In one sensg, it is simply a description of reality: Britain is now
ethnically and culturally diverse. It may also mean the belief that
this diversity is generally a good thing.  ose who say multicultur-
alism has failed generally hark back to a Golden Era in the mists of
time, or more recently the 1950s, when the nation was supposedly
united, uniformly white and everybody knew their place. atisa
myth, of course: y years ago, Britain was a country riven by class,
where women were second class citizens and gays imprisoned.
Whether traditionalists like it or not, modern Britain is inescapably
multicultural and individualistic, so any de nition of Britishness
which fails to recognise this cannot but exclude some members of
society and thus divide it.

Amartya Sen has talked of multiculturalism leading to what he
calls plural monoculturalism and what others have described as
people leading parallel lives . It is perfectly normal that when immi-
grants arrive in a strange new country they tend to cluster together.
It only becomes an issue if segregation becomes forcibly entrenched.
But if people are trapped in ghettos where jobs are scarce and living
conditions poor, be they white working class ghettos or black or
Asian ones, the solution is not assimilation policies but combating
social exclusion. If the reason why people are forced to live apart is
because they are rejected by the rest of society, for instance land-
lords refusing to rent their properties to non-whites, then the onus
is on government to enforce laws that prevent discrimination. But if
people simply choose to live apart, then | do not see what the issue
is. Nobody is proposing to stop rich whites clustering in Chelsea.

Where Britain could potentially adopt a di erent tack is with
respect to multicultural policies, which stretch from tolerating
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cultural di erences to actively encouraging them. e government
thinks a Britishness test is needed and that newcomers should
subscribe to British values. It certainly makes sense to educate
everyone not just immigrants about the law, public services
and our system of government. Immigrants bene t from learning
English, which is precisely why most do. But what are these British
norms to which immigrants must conform? Should they model
themselves on Jade Goody or Nasser Hussein, Melanie Phillips or
Boy George, George Monbiot or John Redwood?

We all have multiple and overlapping identities a British citizen
may also be a Christian, of Irish origin, a Londoner, a doctor, an
Arsenal fan, a father, a husband, a supporter of gay rights, an
environmentalist and above all an individual. If society is broad
enough to include nuns and transsexuals, Marxists and libertarians,
radical environmentalists and private equity managers, surely it can
embrace immigrants too? People do not all need to be alike in order
to live together. We must just respect the basic principles on which
our societies are based: laws are made by people, not God; the
people who make those laws are elected; their ability to make laws
is constrained by certain fundamental principles such as freedom
within the law, equality before the law and tolerance of di erences.

ese are not British values, they are liberal ones. ey are shared
by many non-Britons, and they are rejected by some Britons such as
the BNP. And while people cannot be forced to believe these values,
they can be required to respect the law: even those who believe that
women are not equal to men must treat them as such. Of course,
all societies fall well short of the lo y ideals of liberal democracy
discrimination is rife and tolerance limited but they are still the
standards we aspire to and the basis of our peaceful coexistence. If
immigrants must abide by the rules, they must also be made to feel
welcome.

Soratherthantryingtoimposeasti ingand contrived uniformity
on the huge variety of people in modern Britain, why not make a
virtue of its diversity? In Canada, diversity is seen as a vital part of
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what makes people proud to be Canadian. Its minister of citizenship
says:  erearenodegrees of belonging or classes of membership.
You dont get bonus points if your ancestors arrived 200 years ago,
and you harvest maple syrup, and play hockey on weekends e
very notion of Being Canadian is constantly transforming itself
thanks to newcomers unique skills, work ethic, and the heritage
traditions they add to what we call our multicultural mosaic.

Unfortunately, the debate about immigration has got mixed up
with fears about terrorism. Of course, it is worrying that certain
disa ectedyoung people expresstheir alienation through extremism
and that a tiny minority actually want to blow themselves and others
up. But since three of the four London bombers were born in Britain,
tougher immigration controls could not possibly have prevented the
7/7 attacks, while it is scarcely credible that a Britishness test would
have. Stigmatising Muslims because a tiny minority are terrorists
is unfair and counterproductive. Christian fundamentalists bomb
US abortion clinics; right-wing militias were responsible for the
Oklahoma bombing; and we have all experienced the threat of IRA
terrorism. We did not treat all Irish people as a potential threat
and the British government continued to let Irish citizens travel
to Britain freely without a passport. Governments need to combat
terrorism with tools, such as intelligence and surveillance that are
targeted, proportionate and e ective. Attacking immigration and
multiculturalism is none of those things.

We have every interest in making the best ofimmigration because,
ultimately, governments cannot stop people moving across borders.
Despite e orts to build Fortress Europe, over a million foreigners
bypass its defences each year. Some enter covertly; most overstay
their visas and then work illicitly. While draconian policies do curb
migration somewhat, they primarily drive it underground.

at creates huge costs: a humanitarian crisis, with thousands
dying each year trying to reach Europe and many more detained; the
soaring expense of border controls and bureaucracy; a criminalised
people smuggling industry; an expanding shadow economy,
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where illegal migrants are vulnerable to exploitation, labour laws
are broken and taxes go unpaid; the undermining of faith in
government, because politicians cannot deliver on their promises
to halt immigration; a corrosion of attitudes towards immigrants,
who are perceived as law breakers rather than hard working and
enterprising; and the mistreatment of refugees in an attempt to
deter people who want to come and work from applying for asylum,
besmirching our commitment to help those eeing terror.

ese problems are generally blamed on immigrants, but they
are in fact due to our immigration controls. It should be obvious,
even to those who view immigrants as a threat, that our border
controls are not just costly and cruel, but ine ective and counter-
productive. Far from protecting society, they undermine law and
order, just as Prohibition did more damage to America than drink-
ing ever has. Pragmatic governments should legalise and regulate
migration instead.

ose who claim that tougher measures could stop immigra-
tion are peddling a false prospectus. Even if, at huge cost, the EU
built a wall along its vast eastern border, deployed an armada to
patrol its southern shores, searched every arriving vehicle and
vessel, denied people from developing countries visas altogether,
and enforced stringent internal checks on peoples right to be there,
migrants would get through: documents can be forged or stolen,
people smuggled, o cials bribed. If we continue along this road,
we will end up in a police state. Even then, our borders would still
be permeable.

Politicians should have the courage to stop ghting an unwin-
nable war against migration and instead treat immigration as an
opportunity.

I believe our borders should be open. But if that is not politically
acceptable for now, Europe should at least open up a legal route
for people from developing countries to come to work here. Over
time, hopefully, we can move to a position where borders are
completely open. Persuading sceptics will not be easy.  ats why
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