Globalization Is Here.  Globalization is Here.  Or

How we learned to live with a lower standard of living.

By Paul Herbig 

The world is flat . . . so says Tom Friedman in his new book.  By which he means the world is one large all encompassing marketplace which, like it or not, is the playing field for the 21st century.  Gains can accrue from the immense international trade that exists—more competition, higher quality, lower prices.  The low level of inflation over the last fifteen years is partially a tribute to the effect of globalization and increased trade. But there is no gain without pain.  And believe me, we have just begun to feel the pain.

The great post-war American middle class is derived from three main demographic segments:  unionized blue-collar workers, professional white-collar specialists, and small business owner-operators.   These three segments for sixty years allowed the middle-class to live the Ozzie and Harriet, Leave It to Beaver lifestyle of single wage earner, stay-at-home wife and mother, a house of their own, with upper mobility paths (i.e. college education) for their children.  If such a lifestyle was a myth then, it will be history for most workers in the 21st century.

The flipside of globalization is a devastation of manufacturing and the loss of many previously high-wage manufacturing jobs.  The recent bankruptcy of Delphi and the closings, renegotiations downsizing seen throughout the industrial heartland show the dark side of globalization:  the trend towards a global wage structure—without a doubt considerably lower than that currently experienced:  to as much as 60% reductions in pay and benefits, going from $65/hour wages and benefits to perhaps $25/hour or even less.

The white-collar workers thought they were exempt until India entered the picture within the last decade.  Any white-collar job (call center, support, programming, back office, even accounting and radiology) that could be performed via the communications system or the internet can be done in India for a tenth of what an American worker costs.  Millions—some say over ten million—jobs have already migrated and more will undoubtedly follow.  The white-collar worker has joined their blue-collar brethren on the sidelines shaking their head and wondering amazingly what happened.

Thus leaving only the small businessperson as the survivor with the thumb covering the hole in the dike.  Many of the first two groups when abandoned sought refuge in their own businesses.  But how many realtors (the number of realtors in the U.S. nearly doubled between 2000 and 2005), insurance agents, brokers, bankers, handymen, lawn care services, etc. does America need?  This surplus can only drive down the average wages for any segment.  The big Boxes through the ability to tap into the low cost international market have annihilated whole swaths of small towns leaving boarded-up downtown business districts and have driven to extinction many small retailers.   Instead of having a small businessperson with local involvement, a middle class wage, and a probable family business to pass down to the children, all that are left are minimum wage (working poor) retail jobs without sufficient hours  or benefits to make a decent living (many big box workers must have state assistance to survive) with their only interest in the community. being how much money can be drained from it.  The last of our middle class trio have joined their compatriots on the sidelines of life.

American Corporations love globalization:  it provides for the quality and productivity of American workers at near Chinese wages without expensive benefits.  It is the best of both worlds—for everyone except the worker.  You say: what would you rather have a $10/hour job or a non-$25/hour job.  To which, many a worker would comment: neither it is the same—not livable in either case. The worker has just left the middle class and joined the working poor.

Sure globalization saves money for companies and leads to lower prices for all.  But at what costs?  The destruction of the American dream and the elimination of the middle class with all the hopes and aspirations that go with it?  Is it worth it?  Is it too late to go back to a simpler age?  Can Pandora’s box be closed once opened? Who will be able to afford all the cheap goods available if the jobs and the wages are not there?

The heavy industry jobs left but I didn’t speak out as I had a job.  And goods became cheaper;

The blue-collar manufacturing jobs left but I didn’t speak out as I had a job. And goods became even cheaper;

The white-collar support, service, telemarketing jobs left, but I didn’t speak out as I had a job.  Goods became cheapest ever;

Information Technology jobs left but I didn’t speak out as I had a job.  Goods became ever more cheaper;

Then they came for my job. I looked around and there were no jobs left.  Goods were cheap, cheaper, cheapest.  But as I no job, even cheap I could not afford.

Paul Herbig is Managing Partner of Herbig Marketing Associates, a marketing consulting firm, and former Dean and Professor Marketing of the Ketner School of Business at Tri-State University.

