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In Chapters 1 apd 2, we noted that evolving forms of digital .
teclinology configured around the .I_r_ite_rnet- and social media are
often.considered the hallmarks of conteroporary globalization.
Indeed, techinalogical progress of the magnitude seen in thelast
thiee decades is alsg a good indicator for the oceuirenee of
profound social transformations centred on the-market. Changes
in the ways {ii which people undertake économic production and
‘organize the exchange of commodities represent one abvious
aspect of the great transformation of-our age.

Economie globalization refers to the intensification and
stretehing of economic connections neross the globe. Gigantit:
flows of capital mediated by digital techniology and standardized
means of transportation have stimulated trade in gaods and
services. Extendinig their redch around the world, markets have
migrated to cyberspace and integrated local, national, and
regional economies. Huge transnatiorial corporations {TNCs),
powerial international economic institutions, and gigantic '
regiondl business and trade networks like the Asian Paeific
Eeonomic Cooperation (APEC), the Association of Southeast
Asian Nations (ASEAN), the Sont_hern Comman Market
(MERCOSUR), and thie European Union (EU) have emerged
as the major building blocks of the 21st century's global
economic order.
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The emergence of the global economic order

Contemporary economic globalization can be traced hack 1o the
eme'l__'get.me_ of a iew international economie order assembled at a-
ﬁv.ater'shed_ ecpnoinic.-cd:ifelfnce held towards the end of the |
Second Wor]d War in the sleepy New England town-of Bretton
Waods (see Figure 6). Under the leade:ﬁhip:nf the United Sts;t'es

.and Great Britain, the major powers of the global North agreed to

reve?rse- their protectionist policies of the interwar period, I
adclli:lonto arriving at-a fivm commitment to expand trade, the
Partfxn:&l’papts af the conference also established Bindjng rules on
international economie activities. Moreover, they resolved to |
create a more stable monetary exchange systern in which the value
of-_each CO.llT_l_.tI_'}’"S_ currency was pegged to a fixed gﬁld value of the-
US dollax. Within these prescribed imits, however, individual
nations were free 1o control the permeability of -t.h.éir bc’irdefs.

6. The 1944 Bretton Woods Cnnfem;ncc. .
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‘Fhie Bretton Woods regime (BWR) also established three new
international eéqnnmic organizations. T he Internaticnal
Monetary Fand (IMF) was created to administer the international
menetary system. The Int_e:nationa] Bank for Reconstiuction and
Development, later kiown as the World Bank, was initially
designied to provide loans for Eusope’s postwar reconstruction.
During the 1950s, however, its purpose was expanded to fund
various industrial projects in developing countries around the
Werd,..Fi'nallx the General Agreement o1 Tarifts and Trade
{GATT) was established in 1947 as 2 global trade organization
charged with fashioning and enforcing multilateral trade
agreémerits. Tn 1995, the World Trade Organization (WT'O) was
founded as thé suecessor organization to GATT. By the turn of thé
century, the WTO had become the focal point of intense public
controversy over the design and the effects of economic
globalization.

In operation for almost three decades; the BWR contributed
greatly 1o the establishment of what some observers have called
the ‘golden age of controlled capitalisi’ (1945-80). Trade and
foreign direct investment (FDI) expanded faster than the world
‘QDP and the share-of exports in global output tripled from less
than 5 per cent in 1944 {016 per cent ifr 1981. Even conservative.
political parties in Europs and the United States embraced
sumie version of state interventionism proposed by the celebrated
British economist John Maynard Keynies, one of the chief
architects of the BWR. A-wage compromise between big business
and labour together with gtrang mechanisms of state control over
international capital movements made possible full employment:
and the expansion of the welfare state in the wealthy countries of
the global Nerth. Rising wages and increased social sexvices
secured a temporary class compromise: that-facilitated the
expansion of the niiddle class.

In 1971, however, the BWR took a severe blow when President
Richard Nixon abandoned the gold stanidard ~the long-term basis
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for sctting the rules of econcimic managernent based on stable-

-rites of ¢urreney exchange—in résponse to profonnd political

changes in the world that were undermining the economic
competitiveness of US-based industries. The decade was
characterized by global economic instability in the form of high
inflation, low economic growth, ligh nnemployment, public.
sector deﬁcits,_:}nd two unprecedented energy crises due tothe.
Ql’gani?.ation of Petroleinn Exporting Countries (OPEC)s aﬁﬂity
to control a large pait of the world's oil supply. Progressiva
politic;ﬂ. forees in the global North most'ciosely'ideh{iﬁed with the
madel of conirolled capitalism suffered a series of spectacular
election defeats at the:hands of conservative political parties that
advocated what c__ame't‘q.be-'cgalled.a ‘ne(:_lli_b.eral’ app_roa(;h.to.. o
economic and soeial policy (see Box 4). .

TIn'the 1980s, British Prime Minister Margaret Thatcher and US

President Ronald Reagan emerged-as the co-leaders of the
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nepliberad revolution against the Keynesian premise that the global

economy works best when nationdl governments are free to set
their own political and economic agendas. Conversely, neoliberals
asserted that miea.smg private economic- mtwity from gover nment
coritrol would provide a tremendous 1t to wor 1d trade, investment,
arld Jiving standatds. To boost the legitimacy of their unorthodox
ideas, pw-bum riess elites in the global North consciously finked
the novel term ‘globalization’ to a political agenda aimed at the
‘liberation’ and dereguiation of state~regu]ated sconomies around
the world. This budding necliberal economie-political order
recetved further legitimization with the 1989-91 collapse of
dommugism in the Soviet bloe.

Gince then, the three most significant dynamics telated
to.accelerated economic globalization have begén the
internationalization of trade and finance, the increasing power,
‘of transnational corporationsand large investment harks,

arid the rale of international economic institntions like the
IMF, the World Bauk, and the ' WTO. In the remainder of this.
chapter, we will examine these imiportant features of economic
global'ization as well as some of the chiallenges that have
ererged in recent years,

The internationalization of trade and finance

Many people associate econamic globalization with the
controversial issue of frée trade, After all, the total vaiue of world,
trade exploded from $57 billion in 1947 to an astonishing
$1_9-.5:tri11ion' in 2018. However, trade’in goods and services has
stagnated since the 2008 Global Financial Crisis {GFC). In fact,
the 2018 KOF Globalization Index—a major index measuring
‘primarily object-extended forms of globdhzanonmrecorded a
downward moveineit in 2617, the first since 1975, The indes is
expected to flat-line ot further decrease over the next several
years, Often associated with globalization, increasing autoniation.
is estimated to result in anything from a20i0a 30 per cent fallin
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global merchandise trade over the next decade, This raisesthe
qugsti'on whether we have reached peak trade and are approaching
the limits of economic integration.

Ever since pro-tradé tariff national populists cameto power ix

the United States. aid some European eountries in the 20105, the
public debate over the alleged benefits and drawbacks of free trade
has been raging at 4 feverish pitch. Moreover; wealthy pro-market
Worthern governments and regional trading | b‘locs'ii.ave Deen .
hampered 1n their efforts to establish-a single global market
through far-reaching tr ade~11berallza.t10u agreements, For
example, the protectionist Tmmp administration withdiew from

‘the Trans-Pacific Partnership (TPP) in 2017 Thig far-reachirig

'.a;g'reement would have established the largest free-trade trading bloc
in the world. Still, the remairing eleven countries—including
Chinz, Canada, and Australia—managed to salvage the deal by
signinga revised version of the treaty, called the .Compreh_énsive'
and Progressive Agréement for Trans-Pacific Partnership.

While admitting that neoliberal sets of trade rules can ovexride.
national legislation, a-number of pro-fres trade governments have

"held fast fo the original neoliberal promise that the elimination or-

reduction of exisﬁng-ﬁa‘d_e bariiers among natiens would increase-
global wealth and enhance consumier choice. The ultimate benefit
of integrated markets, they argue, would be secure peaceful
international rélations and technological innovation for the
benefit of all (see Box 3).

Indeed; there is evidence that some national economies have
inereased their productivity as a result of free trade. Millions.of

people have'been lifted out of poverty in developing countries

such as China; India, Vietnam, and Indonesia. As 2018 World
Bank data show, the percentage of peaple living in extreme
poverty (oh less than $1.90 a day) fell from nearly 50 per cent in
1990 to an astonishing 8.6 per.centin 2016. Moreover, there-are’
some clear material benefits that acerue to societies through
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economic specialization, competition; and the massive spread

of new technologies.

On the flipside, howdver, there are 'tbdaystill_ over 730 million
pé{_)’ple in the world living in extremeé poverty. The UN recently
announced that its target of bringing this number down to less

than 250 million by 2030 will notbe met. In addition; inéqualities

in income and wealth have skyrocketed especially. within nations,
suggesting that the benefits of neoliberal globalization accrue
dispi'opprtionally at the top. As the 2018 Annual Oxfam Report
shows, tﬁe._zf_i- richest billionaires in the world own as many assels

as the 3.8 billion people who make-ip the'lower income half of the

planet’ popilation. While the number of billi'opairés has doubled
‘i the detade since the 2008 GFC, the share of tax révenues paid.
by large corperationg has dropped significantly, Finally, empirical
data demonstrate that profits resulting from free trade have not
been distributed fairly within and among-various income groups.
According to the US-based Economic Policy Institute, chief
executives of Anzerica’s top 850 companies earned 312 times
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mare than the average worker in-2018. In 1963, the ratio of CEOQ

.10 worker pay stood at only 20:1 (seeé Bigure B),

The internationalization of trade has gone handin hand with the
liberalization of financial flows. Its key componentsinclude the
deregulation of interest rates, the__removal,bf credit controls,
‘the privatization of government-owned banks and finaneia]
institutions, and the explosive growth of investment banking.
Globalization of financidl trading allows for increased mobility
among different segments of the financial industry, with fewer
restrictions and greater investment opportunities. Cutting-edge
satellite systerns and fibre-optic cables provided the nervous
system of Internet-based technologies that further accelerated the
liberalization of 'ﬁhan_c_ial iransactions, As eapiured by the snazzy

_ti_ﬂe of Bill Gates's best-selling book at the turn of the ist.centiny,

businesy @the-speed-of- thought has become commonplace today.
Miilions of individual investors utilize global real-time electronic
investment networks not only to place their orders at the-world’s
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% The New York Stnck'Exchang;.

leading stock exclianges, but also to receive valuable information
about relevant developments (see Figure 7).

But a large part of the money involved in this firancialization of

global capitalism that swept the first decade of the new century

had little to do with supplying capital for such productive
invéstments as assembling machines or organizing raw materials
and employees to produce saleable commodities, Most ofthe.
financial growth came from ihereases in tending in the property

sector, often in the form of kigh-risk fiedge funds and other purely

money-dealing currency and securities markets, which seek
profits from future production. In other words, investors were

‘bBetting oo comrnodities:or currency rates that did notyet exist.

Dominated by highly sensitive stock markets that drive high-risk

inriovition, the world’s-financial systenis became characterized by

"high volatility, brutal competition, general insecurity, and even
outright fraud. ‘Global specilators often téok advantage of weak
financial and banking regulations to make astroriomical profits in
the emerging marl_iet.é of developing countries. However, since
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these international capitai flows-can be reversed swittly, they are
capable of creating artificial boom-anid-bust cycles thit endanger
the social welfare of entire regions. This is précisely what tugéel.ed
thie 1997-8 Asiun economic-crisis that cansed havoe in the. Tegion,

A decade Tater, the increasing volatility of financial flows
unleashed by three decades of neoliberal dereguation produced a
global meltdown—the 2008 GEC—followed by an angoing period
«of chronic econoniic instability: Similar to currerit trade-flow
weaknesses, transnational bank flows and foreign-divéct investment
have stagnated at lower levels since the GFC. Cross-border
financial flows have dipped from 22 per cent of world GDP in
2007 to merely 6 per cent in 2016—about the same levelas in
1996. While the costs of communication have been falling quickly
and consistently-over the past decades, global transportation
costs have proved to be more jittery and slugmish, plagued by
uncertainty around highly volatile oil jprices as well as unstable
constmption patterns.

Before we continue-our exploration of economic giebalization
with respect to the increasing power of TNCs:and the enhanced
role of international fecon{_)mic' ingtitutions, let us panie fora
moment to examine briefly thrée.crucial milestones in the
evolution of the current era of global economic volatility: the 2008
GFC and the ensuing Great Recession; the European Sovereign
Debt Crisis (ESDC) that came to a climax with the Greek .
government debt crisis during the 2010s; and the US-China
trade conflict at the end of that decage,

A global era of econiomic volatility

The GEC has its rootsin the 19805 and 1990s, when tlir.ee.‘s_m;ce_ss_ivc
US goveraments under Presidents Reagan, Bush 1_; and Clinton
pushed for the significant deregulation of the domestic financial
services industry. The neoliberal dereguiation of US finance
capital resulted in afredzy of mergers that gave birth to huge
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financial-servicés conglomerates sager 1o plunge into securities

ventures in areas that were notnecessarily pavt-of their underlying

‘business. Derivatives, financial futures, credit default sweps, and

other egoteric financial instruments became extrémely popular
when 1iew computer-based mathematical models suggested more.
secure ways of managing the risk involved in buying an asset

in the future at a price agreed to:in the present. Relying far less

on savings deposits, financial institutions borcowed from each
other and sold these loans as'seedrities, thus passing the nsk on
to investors in these sécurities, Othér ‘innovative” financial
instruments such as hedge funds Jeveraged with borrowed funds

'fﬁelleé a variety of speculative activities. Billions of investment

dollars flowed into. Q_ompl_é}c.‘re_s_idenrial mortgage-backed.
securities’ that promised investors up-to a 25 per cent return

on-equity.

Assured by monetarist policies of the US Federal Reserve Bank
almed at keeping interest rates low and credit flowing abundantly,
investment banks around the world eventually expanded their
search for capital by buying risky subprime loans from mortgage .
hrokees who, lired by the promise of big commissions, were '
accepting applications for housing mortgages with little or no
dovwmn _pajﬂmcnt and without credit ehecks. Increasingly popular
in the United States, most.of these loans were adjustable-rate
miortgagestied to fluctuations of short-term interest rates.
Investment banks snapped up these high-risk loans knowing that
they could resell these assets—and thus the risk involved—by
bundiing them inte composite sécurities no'lc'mger subjectto
government regulation, Indeed, one of the miost complex of these
‘innovative® instruments of securitization—so-called collatéralized
debt obligations—often hid the problematie loans by bundling
them together with lower-risk agsets and rev.ellmg themto
unisuspecting investors, Moreaver, they were hacked by positive
credit ratings reports issued by credit ratings giants like Standard
and Poor’s and Maody's. The high yields flowing from these new
securities funds attracted more and more investors around the
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world, th_us.rapid}y-_g]cbalizing more than TS$1 million worth of
what came to'be known as ‘toxic.assets’

I mid-2007, Bowever, the inancial steamroller finally ran out of
fuel whien seriously overvalued American real estate- ‘began to drop
and foreclosures shot up. drmnatlcally Some of the la.rgest and
most venerable financial institotions, 1 insurance companies, and
government-sponsored underwriters of mortgages such as
Lehman Brothers, Bear Stéarns, Merril] Lynch, Goldman ‘Sachs,
AIG, Citicorp, J. . Morgan Chase, IndyMac Bank; Morgan
Stanley, Fannie Mae, and Freddie Mac—10 name but afew--mthe:
declared bankruptey or had to-be bailed out by the US. taxpayers,
Ultinately, both the conservative Bush i1 and the liberal Obama
a{lﬂumstmtmm found common:ground in speriding hundreds of
bi]lions of dollars on distressed mortgage securities, somietimes in
return for a government share in the businesses involved.

Ay

Other industrialized countries followed suit with their own
multi-billion dollar bailout packages, hoping that such massive
injections of capital into ailing financial markets would liélp prop
up financial institutions deemed ‘too bigto fail' But onie of the
major consequences of the failing finaneial systerit was that banks
irying to. rebuild their capital base. could hardly affoid fo keep
lending largé amounts of money (see Box 6). The flow of global
credit froze to'a trickle and businesses and individuals who relied
‘on credit fo‘upd it much more difficult to obtain, This eredit .
shortage, in turn, impacted the profitability 61’maﬁf b'ﬁsi_nésses,_
forcing them to cut back production and lay off wrkers. Industrial
autput declingd, and unemiployment shot up, as the world's stock
markets diopped dramatically.

10 e

By 2008, the GFChad turned into what came to be known as the

Great Recession: 14.3 trillion dollars, ar 33 per cent of the valueof
the woild’s companies, had heen wiped out. The developing world
was especially hard hit by the declining dernand for their exports.

“The leaders of the group of the world’s twenty largest econotnies
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(G20) met repeatedly in the early 2010s to.devise a common
strategy to forestall a global depression (see Map.3), Although
most countries were slowly pulling out of the Great Recession,
economicgrowth in many parts of the world remained.anaemic
‘and unemployment numbers came down only. very slowly.

Soon it became clear that the GFC-and its ensuing Great
Recession had spawned a severe sovereign debt crisis and a
banking erisis, especially in the EU. This rapidly escdlating,
financial turmoil in the Eurozone not only threatened the
fragile recovery of the global economy, but also camne close to
bankrupting the biffllpiace- of Western civilization—Greece.
What came to be known as the ‘Greelcdebt erisis’ began in 2009
arid 2010 when the Greel government announced that it had
understated its national budget deficits for years and was running
out of funds; Shit out from bgrrowing in global financial markets,
the TMF and ECB were forced to put together two gigantic bailout
packages totaﬂing-ﬁ??ﬁ hiltion in order to avoid the country’s
financial collapse. But the EU lenders imposed harsh ansterity
terms in excliange for the loan, which caused further economic
hardship and failed to restore economic stability. Greece’s
economy shrank by a quarter and the national unemployment rate
shot up 1o 25 percent. This disastrous economic.developraent
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exacerbated pepp_l(_e*s_ resentment of the neolibéral policies of
austerity and sharpened the country’s political polatization.

In 2015, Greece’s left- Jeaning populist Byr: iza Party scored a
surprising election victory, making its charismatic leader, Alexis.
Isipras, the new Prime Minister. After miltiple rejections of a
tough bailout package proposed by Germany-led EU lenders and
the defeat of a national reférendum on the package by 61 per-cent!
of the popular vote, Tsipras was nonetheless. forced to bow to
growing popular fears that the dire economic situation in the
country would become even worse withouot the humiliuting EU
bailout package. After heated debates, the Greek parhame.nt
approved of the debt relief medsure and promlsed to 1mplement
its highly contentions conditions, which included tax increases for
farmers and major cuts in the public pension system. As a resut
of Greece’s capitulation, the EUJ creditors-offered an even larger
multi-billion loan over three years, albeit with similar austerity
conditions attached, which caused continuons political upheaval
and unrest in-the troubled country.

Yor the entire decade of the 2010s, Greece. had to rely on
intéenational creditors to keep its finances afloat, -and tens of
thousands of young people left the country in search of greater
ecotioimic opportunities. While the Greek econormy recorded a
modest turnarotind reflected in an annual growth rate of; about

2 per cenit from 2017 to 2019, most ordinary citizens complained
that they were not feeling any significant improvement in their
lives. This enduring popular dissatisfaction corrésponded to the
couptry's stubboinly high unemployment rate of 18 per cent as
late as 2019, As a result of these enduring ecopomic woes, the:
Syriza Party lost the July:2019 national electionto the centre~figjl’1t
Democracy Party in-alandslide. The new: Prime mestm Kyriakos
Mitsotakis, a Harvard-educated lawyer, proniised to return the
country to economiic health as well as tighten immigration
resirictions.

But Greece was only brie aiiong nurmerous nations that
experienéed major niarket declings in the current of global
economie instability and volatility. The most 3urp_1"is_ii1g-
development occurred in early 2016 in the People’s Republic
of China—a country many _nbsél'.vers conSider‘the_ l)as‘t_i(:ﬁ {Jf;
ECONOMIc hga]th accounting for over 9 pér cent of 'Worl_d ecbnomic
activity—when:its stock markets went inta free-fall, The Sh'a%hﬁi'
Composite and the Shenizhen Composite lost 5.3 pef cent and
6.6 pex cent, respectively; in léss than a week. The turmoil in
the .Chinese markets caused egually sharp declines in stock
exchanges around the world. After years of historic growth rates
averag_ing's to 9 per cent, China's economy begé.n- to record Ijes.s.-'
spectacular GDP inereases sround 6 o 7 perrent in '_e_t:suing. .
yeurs, yet its economie growth has remsined ahéad of that in
Western couritries.

This omindus 2016 stlowdoewn in the Chinese economy goincided
with the election of a protectionist American pre.sident Asthe |
world’s leading manufacturer, China was responsible for 12.8 per
cent of global merchandise exports Whereas the X784, the world’s
most voracious consumer, accounted for 13.2 per cent.of glohal
merchandise imports. In 2018, referring'to this trade-imbalance as
the ‘greatest theft in the history of the world--committed by China,
President Donald Trump fired the opening shot in what threatened
to become a ﬁzll-blown trade war by a1111_ﬁuncing:-a 16_ per_'cenf .
tariff on-$200 billion worth of Chinese goods. A year later, his
administration slapped additional tariffs of up to 25 per i:_eﬁf on.
%250 billion worth of Chinese products and threatened to levy
further tarifts worth $325 billion. It did not take long for China to-
impose retaliatory tariffs of up to 25 per cent on $110 billion
worth of TS go ods_;, in the process, douh]iil_gduti_es-on-Amefican
agrienitural and fish products from an average of 2] Per cent
o 42 per cent. In addition, President Xi Jinping threat[.zn'ed_.to
implement punitive qualitative measures that wonld negatively
affect US businesses opérating in-China, : )
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Defiantly waging his trade battles outside the agreed-upon WTO
framework, President Trurmp’s tariff punishments were not
reserved for China alone, but were also metec_l._o_uf-m' Ahleri(:a‘s
liistorically most reliable trading partners, Mexico, Canada, Japan,
and the EU. At thetime of this writing, the brewing trade wat has
already chilled global business investment. Tt has also raised fears
of aglobal economie slowdown, thus signalling the continaation
of a clithate of global financial volatility that has existed since
the 2008 GFC. Even the so-called ‘economic boon’ in the USA
under the Trump administration that saw:g signiﬁcalit rise of
stock markets and a low unemployment rateof 3.6 per cent in
Aid-2018, is built upon mostly low:paying jobs in the service
industry and other precarious.and: part-time jobs that have kept
wages stagnant for nearly three decades. Tn the uncertdin Brexit
environment in the UK, matters were far worse. The country’s
annual rate of productivity growth averaged a dismal 0.4 per cent
in the decade after the 2008 GFC, and inﬁati_on-adjusted wages
have fallen sharply. In Chapter 8, we will return'toa discussion
of what these volatile economic dynamics might mean for the
‘future of globalization.

The power of transnational corporations

Let us now return to our twb rernaining topics related to economic
globalization: the growing power of TNCs and the enhanced role
of international economic institutions. Contemporary versions

of the early moderi: commercial entarprises we discussed in
Chapter 2, TNES are powerful enterprises comprising the parent
companyand subsidiaryunits in more than-one country, which-
all operate under a coherent:system of decision-making and a
common strategy. Their numbers skyrocketed from 7,000 in1870
10 over 100,000 in 2018, Enterpfisés like Walmart, Sinopec Group,
China National Petroleum;, Royal Dutch Shell, Taxxon-Mobil, and
Toyota Motor belong to the 200 jargest TNCs, which account

for over half of the world's industrial output. None of these:
ccrporatiﬂns maisitains headguarters outside North America,
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-Mexico, Emope, China, Japan, and South Korea. This geographical
concentration reflects existing asymmetrical power relations
between the North and the South. . .

mvaﬂing'-naﬂnn~smtes in their econoniic power, these carporations
.(:E.)_ritr()[ much of the world’s investment capital, te’c}mblﬁgy and ‘
'-‘a._cce.ss.to internaticnal markets (see Table 1), 1f we subsﬁﬁifed

' revgnué’.fur ‘market valize), fivé out of the top ten TNCs woﬁl& be
headguartered in China, including the No..1 company: Industﬁal
and Commercial Bank of China, Indeed, the gz..t_.p.betwee'n the USA
and China is;shrinl_{iug: ‘the former has 575'.{;0mpa.ﬁies listea on .
the 2019 Forbes Global 2000 list of the woild’s 2,000 largest
'I‘NCS compared to the latier’s 309. Headquartered in 61 countries
_zu?.d acepunting for combined révenues of more than T840
trillion, these top-2,000 TNCs produced profits of $3.2 tﬁi].ion
hel_d assets worth $186 trillion, and };epfesented émarke{ v'a..lue,.o'f
$57 trillion. -

'In. order to maintain their command posts in the global
n.lar.l.(f:tplac_e; TNCs frequently merge. with their competitors, H
;n 2918,- TNCs spent aver $4.6 trillion globally buying one L
another~the most since record-keeping began nearly four
decades-ago. Some of these recent meg_a—m'éfgers‘ indu&e the
US$130 billion marriage of Dow Chemi;iai.a;hd Du’?é.nf in 251’5 :
.th'e ‘mother of all beer metigers” uniting Anh_euse.r-ﬁusch .I'nB'ev.,
with SABMiller for the proud amount of US$105 billion .in
2(?15; the UU$$278 billion consolidation of Ching’s biggest coal
minér, Shenhua Group, with China Guodian _Carporéﬁon 'ﬂl&
country’s ]arges_t coal-fired power gen_eratu_l.'s, in 202.7§ and .

th‘e Us$121 billion union of United Technblﬁgies.(Aeroéﬁéce'
I?_nﬁsion.)‘ with giant armis manufacturer and_lnéjqr Us défénce.
contractor Raytheon in 2019,

TN Cs.-have cansqlidated their global operations in what has
ren?a.med & largely deregulated global labour market. The
availability of cheap labour, resources; and favourable production
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Table1; Transnational corporations versus.countries: a comparison (20318)

Marketvalue (in  Country (flobal GDP (in US$

GDP rank)

“Turkey (18)

US4 billion)

Industry/Headquarters

Corporation

billion}

Computer hardwarte 725 722

1. Apple.
2, Exxan Mobil

373
339

Austria {30)

357
356

Gil and gas operations

United Arab

TInvestment services, USA

3: Berkshire Hathaway

Emitates (31}

317
213

346
334

Camputing services, USA

4. Google

South Africa (32}
Malaysia (33)

Computing software &
programming, USA

5, Mierosoft

56

‘6. PetrcChina

7. Wells. Fargo

308

Hong Kong (34)
Calombia (39)
Pakistan (407}

330
‘280

Ol & gas operations

Bankitig:& Anance, USA
M_edical equipment &
supplies, GSA

274

271

2797

‘8. Johnson & Johnson

D40

Chile (41)

275

Banking & finance, China

[+ Ind_usttiai & Commiercial

Bank of Ching

10. Novirtis

268,

231

Finltand {42}

tigtr.comfitatistios /203468 ap-- compa.nies—:in-the—world'-hy—markn_-vaii.l_e,.-‘:;' Knoema

Pharmaceuticals, Switzerland

Smarces: ercated using data taken fromn Statista, 2015: <lytipis sy, wwilsta
Yotld GDP Rankin,

world-fdp-rankiig-2015-gdp-by-conntry-data-and-charts>; Forbes: Glubal 2000: <htip firiows

g5 20 <ht_1'ps_:,r'_,l’knoemﬂ;'ico'_ﬁ){nwnﬂmn_:

firrbes.comn/globnl 2000/ A11501E79355d>

conditions in the global South has enhanced corpotite mobility
and profitability, Accounting for over 70 per cént of world trade,
TNCs are responsible for massive foreign direct investments
(FDI). As:the 2019 UNCTAD World Fnvestment Report shows,
globa] FD1 undertaken by transnational enterprises in-2019:is
expected to amountto $1.5 trillion.

No doubt, the-immense power of TNCs has profoundly altéred
the stracture and-functiching of the world economy. Thése giant
firms and their global strategies have beeome major determinants
‘of trade flows, the location of industries, and other economie
activities around the world. In particular, their ability to disperse
manufacturing processes into many diserete phases carried out

in many different locations around the wosld hag globalized
BConomic pzoc’_]'u;:t'ion. Immense transnational prodiction networks
allow TNCs like Walindst, General Moters, of Volkswagen to break
down the production process into detachable component phases
that can be dispersed throughout the world: Such “global value
chains’ also-allow for a.faster and more efficient distribution and
marketing of their products on a global scale {see Map 4.

A:groundbreakisyg stody published in 2011 analysed the
relatinnships between 43,060 large TNCs ity terims of share
ownerships linking them. The findings revealed that a relatively
small core 4f'1,318 corporations appeared to own ccHectively
through their shares the majority of the world’s large blue chip
and manufactiring firms. In fact, an even smaller number of these
’fNCS—l‘_l-? super-connected dorporatidns, to be exact—controlled.
40 per eent of the total wealth in the network, Most of them were -
fingngial institutions like Barclays Bank, which topped the Hst.
Tronically, it was this very bank-that found itself at the centreofa
huge scandal that rocked the financial world inJuly 2012, when it
was revealed that Barclays and fifteen other major banks had
rigged the world’s most important global interest rate for years.
Simii"arly, ‘Walmart admitted in'2019 toviclating the US Foreign.
Coriupt Practices Act by making illegal bribery paymentsto
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foreign government officials in erder to vpen new preduction
locations around thé globe at extremely favourable terms.
Walmart’s guilty plea resulted in 2 US$282 million fine, a rather
paltry figure compared to ity massive US4$7 billion profit
generated in 2018_.

The enhanced role of international economic
institutions

The three international economic institutions most fi‘_equently
mentioned in the context of economic globalization are the IMF,
the World Bank, and the WTO. 'T.h_ens_g' institations enjoy the
privileged position of making and enforcing the rules of a global

T economy thatis sustained by significant power differenitials S
. g ‘between the global North and South. Sincé we will discnss the 3
E% !-E % ‘WTOin some detail in Chapter 7, 1ét us focus here on the other :
- g - two institutions. As pointed out, the IM¥ and the World Bank: &
] % " emerged from the BWR. During the Cold Wa, their impartant
1 function of providing loans for developing countries became
connected to the West’s political objective of containing e
commuanism, Starting in the 1970s, and especially after the fall :
of the Soviet Union, the economic-agénda of the IMF and the ]
World Bank largely supported neoliberal interests to integrate

and dereguilate markets around the world (see Box 7.

In return for supplying much-needed loans to developing
countries, the IMF and the World Banlk demand from their
creditor nations the implementation of so-called structural
adjustment programmes (SAPs). Unleashed on developing
countries in the 1990, this set of nealiberal policies is often
referred to as t'he"\?‘.’ashing’c_rm Consensus’ (WC), It was-devised
and codified by John Williamson, who was an IMF adviser in the
1970s. The varions seetions of the WC were mainly directed at
countries with large foreign debts reriaining from the 1970s and
19805. The official purpose of Williamson’s framework was to
reform the internal economic méechanisms of debtor countries in

Map 4. ‘The Nutella® Global Vatue Chain.
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Globalization

the déveloping world so that they would be in a better position to
repay-the debtsthey had inturred. In practice, however, the terms
of the WC spelled out a new form of eolonialism. Tts ten poimts;

as defined by Williamson, required governments to implement the
following SAPs in order to, qualify for toans:

1 A guarantee of fiscal discipline, and a curb to budget deficits.
Areduction of public.expenditute. particularly in the military and
public administration,

3  Taxreform, aimingat the creation of a system with a broad base
and with effective enforcement.

4 Financial liberalization, with interest.rates determined by the
market.

5  Conipetitive exchiange rates, to assist export-led growth.

Trade liberalization, coupled with the abalition of import
licensing and 2 reduction of tariffs.

7  Promotion of foreign direct investment..

§  Privatization of state enterprises, leading to efficient management
and improved performance.

9 Deregulation of the economy;

10 Protection of property rights.

It is no coincidence that this programme is cailed-the_'WC? for,
from the cutset, the United States has been the-dominant power-
in the IMF and the World Bank.

Unfortunately, however, large portionis of the ‘development loans’
grantid bythese institutions have either been pocketed by
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Globalization

authositarian political leadérs in the global South-or have enrichicd.
Jocal businesses.and the Northern corporations they usually serve.
Sometines, exorbitant sums.are spett on ill-considered construction

‘projects. Most importantly, however, SAPs farely produce the

desired result of developing debtor societies, becanse mandated cuts

in public spending translate into fewer social programmes, reduced

‘educational opportunities, more environmental pollutioi, and

greater poverty for the vast majority of pecple:

Typically, the largest share of the developing countries’ national
budget is spent-on servicing their outstanding debts. In fact,
tlie total external debt of emerging arid developing countries
skyrocketed from US$$70.2 billion in 1970 to US$6.8 triliion in
2013, A 2018, zma}ysis ‘Ejrom_ Jubilee Debt Campaign shows that
averdge government exiernal debt payments acrossthe 126
developing ¢ountries for which data were available have increased
10 10.7 per'cent of government revenue in 2017, the highest level
sinee 2004. According to comprehensive Warld Bank and OECD
data, developing countries paid out, i 2010, %184 hillion in debt
service while receiving only $134 billion inaid. That year, the
-public external debt of the global South had teached $1.6 trillion.
This sounds like a lt of money, but it represents only 5 per eent of
the estimated $29 trillion the US government spent on thé bailout
of the barks in the wake of the 2008 GFC. Pressured for decades
by amj-corporate globalist forces like the Comnittee for the
Abolition of Third-World Debt or'the Jubilee Debt Campaigt, the
IMT and flie World Bank have only recently beety willing to
consider § new policy of blanket debt fbrgii:eness in special cases.

As this-chapter has shown, €conomic perspectives on glﬂbaliza'tion
can hardly be discussed apart from an analysis of political processes
and institutions, After all, the intensification of global economic
interconneétions—as well as recent challenges to it—does not
simply fall from the sky. Rather, it is a set of processes put into

maotion together with 2 series of related political decisions. Hence,,

while acknowledging the importanee of economics in our
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exploration of globalization, this chapter nonethéless ends with
the suggestion that we ought tobe sceptical of one-sided accounts

that identify expanding econowmic activity as the primary aspect of

g]qbalizétﬁon. For example, the impact of politics on the forging
of glq_bal interconnectivity demands that we fiesh out i more
detail the pelitical dimension of globalization.
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