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11 Approximatin g globalization 

Althoughh globalization is a relatively new concept, it has already provoked 
alll  kinds of analyses and discussions, and has given rise to a rich mosaic of 
theoriess and diagnoses. Academics from different disciplines, 
policymakerss and Non-Governmental Organizations (NGOs) continue to 
studyy and debate, sometimes passionately, the extent to which 
globalizationn really exists and is or is not something new. Innumerable 
books,, research papers, and articles have been written about globalization's 
causes,, dynamics, consequences, and future. And all over the world 
conferencess and seminars are being organized to study and debate the 
impactt and effects of globalization, the need for and conceivability of 
regulation,, and/or the rationales for resistance to globalization's outcomes.1 

Althoughh analyses, opinions and debates about globalization have gone 
inn many directions, we wil l see in this chapter that since about the turn of 
thee millennium this fascinating pandemonium has begun to give way to a 
consensuss on some important questions. 

11 As an indication, Ruigrok and van Tulder (1995a: 139) note that some 670 articles 
weree published in the year 1990 in prominent business and economic journals with 
'global'' or 'globalization' in their tides, up from only fifty  in 1980. Hay and Marsh 
(1999:: 5) note in a special issue of a young journal that reflects this increased 
interestt that debates about and efforts to conceptualize globalization have given 
neww oxygen to some academic circles: 'International political economy (IPE), 
whetherr as a concept, object of analysis or mode of enquiry, is currently 
undergoingg something of a renaissance. Indeed, perhaps more academics from a 
widerr variety of "disciplinary" traditions would claim today that they were 
exponentss and indeed advocates of international political economy than ever 
before.. That this is so reflects one key aspect of globalization - the proliferation 
andd global diffusion of ideas of, and about, globalization and the centrality to such 
ideass of claims about the international or global political economy.' 
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1.11 Economists on globalization 

Globalizationn has not left economic science untouched. There is an 
ongoingg debate among economists, especially among trade and labor 
markett specialists, about the extent to which increased inequality in 
developedd countries can be explained by economic globalization. 
Economistss have debated whether we should talk about regionalization or 
triadizationtriadization rather than globalization, if we look at actual developments in 
thee world economy. The question whether the nation-state is (virtually) 
deadd as an instrument of economic policy has been taken up by many 
economists.. And last but not least, economists have studied the question to 
whatt extent big companies have become 'footloose'. But in comparison 
withh the animated discussions in some other disciplines, the interest 
globalizationn has caused among economists is more modest. 

Economists'' most important contributions on globalization have, 
however,, been made in debates about just how new contemporary global 
economicc integration is.6 In this discussion, which has been rather 
importantt especially during the 1990s, one can - a bit schematically -
distinguishh three currents of opinion. Economists such as former US 
Secretaryy of Labor Reich (1992) and Japanese business guru Ohmae 
(1995)) have argued that globalization is a definite trend that is changing 
everything,, and against which nation-states or trade unions can do very 

22 See e.g. Brainard and Riker 1997; Burtless 1995; Freeman 1995; Galbraith, 
Jiaqingg and Darity 1999; Krugman 1995; Mishel, Bernstein and Schmitt 2001; 
Richardsonn 1995; Sachs and Warner 1995; Wood 1994, 1995. 

33 See e.g. Hirst and Thompson 1996; Kleinknecht and ter Wengel 1998; Ruigrok 
andd van Tulder 1995b. 

44 See e.g. Baker, Epstein and Pollin 1998; Weiss 1996 

55 See e.g. Ruigrok and van Tulder 1995b; Doremus, Keller, Pauly and Reich 1998. 

66 See e.g. Altvater and Mahnkopf 1996; Baker, Epstein and Pollin 1998; Chesnais 
1997;; Feenstra 1998; Giussani 1996; Gordon 1988; Irwin 1996; Kleinknecht and 
terr Wengel 1996a, 1996b, 1998; Krugman 1995; Mahnkopf 1999; Mensink and van 
Bergeijkk 1996; Ohmae 1995; van Paridon 1996; Reich 1992; Ruigrok and van 
Tulderr 1995a; Went 1996a, 1996b, 1997; Williamson 1998. 
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littl ee or even nothing. Partially in reaction to these claims, economist such 
ass Hirst and Thompson (1996) and Ruigrok and Van Tulder (1995b) have 
stronglyy questioned the importance, novelty and effects of globalization. 
Amongg other things these authors have argued that the world economy was 
att least as internationalized at the end of the nineteenth century as it is 
today.. Finally economists such as Altvater and Mahnkopf (1996) and 
Boyerr and Drache (1996) have defended a third position, which can be 
summedd up in the proposition that globalization is an exaggeration. These 
economistss have argued that the world economy is changing significantly, 
withh important implications for the organization and functioning of the 
worldd economy, but that we are (still?) far from a truly globalized 
economy,, and that many of the claims of globalization ideologues are 
untenable.8 8 

Thee importance attached by economists to this question seems to a large 
extentt explicable by the fact that two central features of the current 
internationall  regime - free trade and free capital flows - were also 
characteristicc of the previous period of increasing internationalization, that 
iss during the decades before the First World War.9 Many economists wil l 
sympathizee with the statement by Sachs and Warner (1995: 61), 'The 
worldd economy at the end of the twentieth century looks much like the 
worldd economy at the end of the nineteenth century. A global capitalist 

Goingg back in time much further, Andre Gunder Frank (1998: 38 and 53) quite 
correctlyy argues against the misguided idea 'that our world is only now undergoing 
aa belated process of "globalization"', 'the widespread neglect and even frequent 
deniall  of the existence*  of a world market. But as will be demonstrated later, it is 
quitee possible to agree with these statements and at the same time distinguish 
differentt levels and forms of internationalization in different historical periods. See 
Ellmann (2001) for a discussion of Frank's world system theory. 

Held,, McGrew, Goldblatt and Perraton (1999) have christened these three 
positionss the hyperglobalist thesis, the skeptical thesis, and the transformationalist 
thesis. . 

Onee big difference between then and now that is not taken up in this work is that 
att that time labor 'flowed across national frontiers in unprecedented quantities' 
(Williamsonn 1996), while today 'globalization at the policy level does not include 
thee movement of labor. In the case of migration of people, in many respects what is 
goingg on is counter-globalization.' (Sutcliffe 1998: 326; see also Sassen 1996). 
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systemm is taking shape, drawing almost all regions of the world into 
arrangementss of open trade and harmonized economic institutions.' 

Thee First World War put an end to a long period of increasing 
internationalizationn of trade and financial flows. It then took approximately 
sixtyy years before the world economy's pre-First World War level of 
opennesss to trade was reached again, and before financial flows were once 
againn as liberalized as they had been in the years before the First World 
War.100 One way to interpret the increasing internationalization of the world 
economyy since the mid-1970s is therefore to see this globalization process 
ass the termination of a sixty-year-long protectionist detour, and a return to 
freee trade and free capital flows that was long overdue. 

Mostt  economists seem to hold such a view implicitl y or  explicitly, i.e. that 
globalizationn is nothing new, and to subscribe to the belief expressed by 
Higgottt  (1999: 26) that the 'argument for  liberalization and open markets 
ass generators of wealth has been won at both intellectual and evidentiary 
levels''  (emphasis added). But is this really the case? 

Ass far  as free trade is concerned, the intellectual case for  free trade goes 
backk a long way to the theorem of comparative advantage that, as will be 
recapitulatedd in chapter  2, is generally credited to David Ricardo (1817). 
Althoughh this theory has been challenged from different angles since its 
inception,, it remains to this day the dominant approach in mainstream 
economicc thought. Most economists maintain that '(u)nder  a system of free 
tradee there would be conflicts in economic interests neither  among 
differentt  nations nor  among the corresponding classes of different nations' 
(Schumpeterr  1919: 100). 

Muchh more controversial among economists, however, is the 
intellectuall  case for  the combination of free trade and free capital flows. 
Ricardoo was of the opinion that the theory of comparative advantage wil l 
nott  hold if capital is mobile, because in that case specialization will be 
determinedd by absolute and not by relative costs. And Keynes, one of the 

100 On the world economy's openness to trade see Kitson and Michie (1999: 49). On 
thee (il)liberalit y of international financial flows see Adam (1998: 559). 

111 The classical defense of free capital flows is 'The Case for  Flexible Exchange 
Rates''  by Milton Friedman (1953: 157-203); a recent update is DeRosa 2001. See 
Patomakii  (2001: 226-229) for  a critique. 
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principall  architects of the Bretton Woods agreement, defended the 
principlee that finance should be primarily national (cf. chapter 3). 

Moreover,, precisely at the time when economies have reached 
unprecedentedd levels of international integration, doubts about the 
consequencess of increasing economic internationalization have also been 
recurringg with new strength at the evidentiary level. At the end of the 
twentiethh century, in the slipstream of the failures and successes of 
globalization,, doubts and criticisms about the consequences of 
internationall  trade and international capital flows are - once again -
increasing. . 

Duringg the Asia crisis, which began in Thailand in July 1997, the 
renownedd free-trade economist Bhagwati (1998) attacked for example the 
fundamentall  idea that 'free capital mobility among all nations was exactly 
likee free trade in their goods and services'. Bhagwati forcefully argues that 
'thee claims of enormous benefits from free capital mobility are not 
persuasive'' but a myth, 'created by what one might christen the Wall 
Street-Treasuryy complex, following in the footsteps of President 
Eisenhower,, who had warned of the military-industrial complex.' And to 
givee another example, Rodrik (1997: 72-5), self-proclaimed 'neoclassical 
economist',, has heavily criticized mainstream economics for its myopia, 
ignorancee and arrogance: 'International economists in particular have been 
tooo Panglossian about the consequences of globalization. (...) 
(E)conomistss could play a much more constructive role if they were to 
recognizee that the tensions between social stability and globalization are 
real.. (...) (E)conomists must demonstrate more modesty, less 

12 2 

condescension,, and a willingness to broaden their focus.' 

1.22 Partial consensus, new questions 

Feww - if any - observers and analysts will disagree with the statement that 
att the end of the twentieth century many views on globalization had 
changed-- sometimes drastically - and that skepticism about the effects 
andd future of globalization had reached broader layers of academics, 

122 See also Rodrik 1998, 1999. Higgott (1999: 26) judges in the same vein that 
'whenn it comes to an examination of the impact of globalization, economics is an 
excessivelyy optimistic science.' 
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policymakerss and NGOs. Two partially related developments stand out as 
majorr contributors to this shift in opinions.13 

Thee first and most important factor was the - totally unexpected -
outbreakk of the crisis in several countries in East Asia in 1997, which were 
untill  then considered a model for underdeveloped countries.14 This crisis 
fundamentallyy altered perceptions and expectations of globalization, not 
onlyy because of its depth and severe social effects, but also because of the 
subsequentt extension of crises and instability to other parts of the world.15 

Inn addition, the Asian crisis was a sharp warning about the dangers posed 
byy the instability of the globalized financial markets - grossly 
underestimated,, at least until then - and about the structural weaknesses of 
thee 'international financial architecture'.16 

Secondly,, international mobilizations by social movements and NGOs 
againstt (the consequences of) globalization, as in 1999 in Seattle (during 
thee WTO summit) and in 2000 in Prague (during the annual meeting of the 
IMFF and World Bank), have had a huge impact on public opinion and 
internationall  organizations. These campaigns have attracted so much 

13 3 

Thee fact that only these two developments are discussed is not to suggest, let 
alonee claim, that they are exclusively responsible for the alterations under 
discussion.. But they are, in the opinion of the present author, the most important 
factors.. Other contributing elements are illuminating reports by several UN 
organizations,, most importantly the International Labor Organization (ILO), the 
Unitedd Nations Conference on Trade and Development (UNCTAD) and the United 
Nationss Development Programme (UNDP). 

144 On this crisis see e.g. Bello 1998; Jomo 1998. 

155 On this see e.g. Krugman 1999; Michie and Grieve Smith 1999; UNCTAD 
2000a. . 

166 On this see e.g. Aglietta and Moatti 2000; Eatwell and Taylor 2000; Eichengreen 
1999. . 

Onn the importance of this factor, Business Week (2000c: 42) wrote: 'Yet it would 
bee a grave mistake to dismiss the uproar witnessed in the past few years in Seattle, 
Washington,, D.C. and Prague. Many of the radicals leading the protests may be on 
thee political fringe. But they have helped to kick-start a profound rethinking about 
globalizationn among governments, mainstream economists, and corporations, that, 
untill  recently, was carried on mostly in obscure think tanks and academic seminars. 
Thiss reassessment is badly overdue.' 
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publicityy and popular support that leading politicians and editorialists in 
thee business press and newspapers have repeatedly expressed fears of what 
theyy call a 'backlash against globalization.' Business Week (2000a), to 
givee an example, editorialized that '(u)nless measures are taken now, with 
thee world economy in a strong upswing, the backlash will become much, 
muchh worse once the economic cycle begins to turn down.' And The 
EconomistEconomist (2000b: 103), noting that the protestors 'enjoy the sympathy of 
manyy people in the West' and reflect 'popular concern about the hard 
edgess of globalization', warned that 'global economic integration may be 
att greater risk than many suppose.*19 The doubts expressed in these and 
otherr popular publications seem exemplary of a more general feeling that 
thee perspectives for globalization are not preordained. World Bank 
economistt Williamson (1997: 117), for example, raised the question 
whetherr the world economy wil l 'once again retreat from globalization as 
thee rich OECD countries come under political pressure to cushion the side 
effectss of rising inequality'. 

188 Similarly, top speculator Soros (1998) warned in the midst of the Asian crisis of 
thee 'disintegration of global capitalism'. After the effects of the crisis on the world 
economyy as a whole turned out to be less severe than he feared at the time, he 
withdreww this prediction, arguing that he had 'goofed' under the impact of events. 

199 Naomi Klein (1999: 443), a well-known representative of the new movement 
againstt contemporary globalization, argues in her bestseller No Logo, which has 
beenn described by The Observer (London) as the 'Das Kapital of the growing anti-
corporatee movement': 'When I started this book, I honestly didn't know whether I 
wass covering marginal atomized scenes of resistance or the birth of a potentially 
broad-basedd movement. But as times went on, what I clearly saw was a movement 
formingg before my eyes. (...) This emerging movement even has a victory under its 
belt:: getting the Multilateral Agreement on Investment taken off the agenda of the 
Organizationn of Economic Co-operation and Development in April 1998. As the 
FinancialFinancial Times noted with some bewilderment at the time: 'The opponents* 
decisivee weapon is the Internet. Operating from around the world via web sites, 
theyy have condemned the proposed agreement as a secret conspiracy to ensure 
globall  domination by multinational companies, and mobilized an international 
movementt of grassroots resistance." The article went on to quote a World Trade 
Organizationn official who said, "The NGO's have tasted blood. They'll be back for 
more.""  Indeed they will. ' 

200 Kanbur (2001: 2), former director of the World Bank's Development Report on 
Poverty,, who resigned from the World Bank after a conflict on policies to reduce 
poverty,, reflects as follows: 'The end of history lasted for such a short time. If the 
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II  submit that in the course of these developments, and as a result of the 
workk and debates of academics from various disciplines, a consensus has 
begunn to develop on some important questions, which were still heavily 
contestedd before the events in Asia. This partial convergence of opinions 
cann be summarized in the following three points. 
1.. Important changes are indeed transforming the global economy. A 

numberr of researchers and policymakers have challenged this 
statementt over the years from several angles, and until the end of the 
1990ss several of them would continue to argue that globalization does 
nott exist, is a myth, or - in the words of Meiksins Wood (1997) -
downrightt 'globaloney'. But since the Asian crisis even former 
skepticss such as Krugman write and talk unrestrainedly about 
'globalization',, and very few observers now seem to deny that today's 
globall  economy differs in fundamental ways from previous periods.21 

Thatt does not mean that there are no disagreements left.22 There 
definitelyy are, and they are discussed vehemently. But the scope of this 
debatee has been narrowed down somewhat. 

2.. Globalization is not caused by technology. Although nobody denies 
thatt technological developments play an important enabling role in 
processess of globalization, very few contemporary analysts or 

earlyy 1990s raised hopes of a broad based consensus on economic policy for 
growth,, equity and poverty reduction, the late 1990s dashed them. The East Asian 
crisiss and the Seattle debacle saw to that. In the year 2000, the governors of the 
Worldd Bank, whose mission is eradicate poverty, could meet only under police 
protection,, besieged by those who believe instead that the institution and the 
policiess it espouses cause poverty. And the street demonstrations in Prague, Seattle 
andd Washington D.C. are one of a spectrum of disagreement, which includes 
vigorouss debates in the pages of the leading newspapers, passionate involvement of 
faithh based organizations, and the genteel cut and thrust of academic discourse.' 

211 'It is a bit hard to remember what the world looked like before globalization', 
wrotee Krugman (1999: 16) after the Asian crisis. Compare this with his skeptical 
positionn in Krugman 1995. 

Whenn it comes to policy conclusions Kitson and Michie (2000: 13) are for 
examplee of the opinion that there is much exaggeration regarding globalization. 
Also,, many authors argue quite correctly that we are (still) very far from a real 
'globalizedd economy' (see e.g. Frankel 2000; Hirst and Thompson 1996, 1997; 
Rodrikk 2000). 
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observerss claim that globalization is brought about by 'some natural or 
technologicallyy driven phenomena' (Kitson and Michie 2000: 14). To 
talkk about a 'backlash against globalization' would be senseless if 
globalizationn was to be understood as the automatic outcome of 
exogenouss technological processes, since that would imply that 
globalizationn is irrevocable. As Frankel (2000: 6-7) argues: '(T)here is 
aa tendency to see globalization as irreversible. But the political forces 
thatt fragmented the world for 30 years (1914-1944) were evidently far 
moree powerful than the accretion of technological progress in transport 
thatt went on during that period. The lesson is that there is nothing 
inevitablee about the process of globalization.'23 

3.. Globalization has not reduced inequality of income and wealth. Since 
thee outbreak of the Asian crisis and its aftershocks, a growing number 
off  researchers and observers have become aware of the fact that social 
differencess are globally increasing in a double process of polarization, 
withinn countries and among countries. This is not to suggest that this 
sociall  polarization only began with the Asia crisis in 1997. Even before 
itss outbreak UNCTAD General Secretary Ricupero (UNCTAD 1997:5) 
notedd for example: 

'Thee big story of the world economy since the early 1980s has been 
thee unleashing of market forces.... The 'invisible hand' now 
operatess globally and with fewer countervailing pressures from 
governmentss than for decades. Many commentators are optimistic 
aboutt the prospects for faster growth and for convergence of 
incomess and living standards which greater global competition 
shouldd bring. However, there is also another big story. Since the 
earlyy 1980s the world economy has been characterized by rising 
inequalityy and slow growth.' 

233 In an editorial that was published in the week of the protests in Prague against the 
IMF,, The Economist (2000a: 17) similarly noted: 'If technological progress were 
thee only driver of global integration, the anti-capitalist threat would be less 
worrying.. (...) Again the protestors are absolutely right: governments are not 
powerless.'' And Business Week (2000c: 43) states: 'The downside of global 
capitalismm is the disruption of whole societies, from financial meltdowns to 
practicess by multinationals that would never be tolerated in the West. Industrialized 
countriess have enacted all sorts of worker, consumer and environmental safeguards 
sincee the turn of the century, and civil rights have a strong tradition. But the global 
economyy is pretty much still in the robber-baron age. If global capitalism's flaws 
aren'tt addressed, the backlash could grow more severe.' See also Prakash 2001. 
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Dataa to support this analysis have been presented for example by the 
UNDPP (1998: 29), which notes that 20 per cent of the world's 
populationn living in the richest countries increased its income from 30 
timess the poorest 20 per cent's income in 1960 to 82 times the poorest 
200 per cent's income in 1995. This UN organization documents that 
thee two billion poorest people in the world, living on 350 US dollars or 
lesss per year, saw their share in the world's global product decline 
fromm 4.2 per cent in 1980 to 2.5 per cent in 1997,24 

Inn sum, there is a growing sense that a central feature of today's globalized 
worldd economy is 'the egregious and historically unprecedented degree of 
globall  inequality - in income and wealth, and life chances broadly 
construed.. Though inequality between the North and the South is 
particularlyy extreme, there are stark (and rapidly deepening) inequalities 
withinn each of these regions as well' (DeMartino 2000: 218). This 
sentimentt contrasts of course sharply with the beliefs and expectations 
manyy economists, policymakers and opinion leaders have expressed about 
thee effects of globalization. 

Overr the years, academics and policymakers have challenged these 
statementss about globalization to varying extents, but around the turn of 
thee millennium they have nevertheless become accepted rather widely. 
Futuree research programs of globalization wil l therefore (partially) chart 
neww directions. Three broad puzzles appear key in this next round of 
analysess and debates. The first obvious question is what is driving 
globalization,, if not the development of technology itself? The second 

Thesee facts are echoed in the popular business press, where The Economist 
(2000a:: 17) has argued that protestors against globalization 'are right that the most 
pressingg moral, political and economic issue of our time is third-world poverty.' 

255 In that same vein, Rowthorn and Kozul-Wright (1998: 9-10) argue that 'there are 
seriouss doubts about the empirical evidence on fast growth and convergence with 
thee world economy becoming more open', since 'there has been a persistent 
slowingg down of the world economy as it has become more closely integrated over 
thee past two decades. Moreover, this slowdown in growth has been accompanied by 
increasingg volatility of growth performance (...) Perhaps most significantly, the 
patternn of economic growth since the late 1970s has coincided with ever larger 
incomee gaps not only across countries but also within them.' On the increase in 
sociall  inequality see e.g. also Faux and Mishel 2000; Galbraith, Jiaqing and Darity 
1999;; Kaplinksy 2001; Maddison 1999; Sutcliffe 2001; Wade 2001. 
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relatedd issue is just as clear-cut, since the moment we note that 
globalizationn is not irreversible the question arises whether globalization 
wil ll  persist and deepen, and under what conditions? Finally a third 
questionn follows from the realization that globalization has not so far 
decreasedd social differences. Do we just need more patience, because - as 
somee hold - at least in the long run income and standards of living will 
converge?? Or is it rather the case that policy interventions and institutional 
changess are necessary because global markets will not turn out to be 
benevolentt even in the long run, and if so what kind of interventions and 
where? ? 

Conclusion n 

Too sum up, around the turn of the millennium a consensus on globalization 
begann to take shape, which can be summarized in three points. (1) 
Importantt changes are transforming the global economy. (2) Globalization 
iss not caused by technology. (3) So far globalization has not decreased 
inequalityy of income and wealth. New contributions in what will become 
thee next round of analyses and debates about globalization will most likely 
startt from and build on these partial results. 

Clearly,, the questions that are now posed call for thorough analyses of 
thee dynamics of globalization and of the conflicts it gives rise to. Future 
discussionss on these and related topics will not be less intense or 
passionatee than during the first round of discussion. In fact, the reverse is 
muchh more likely. Not only has it become clearer for all sides in the 
globalizationn debate over the years what the stakes are; in addition, more 
academics,, policymakers, and NGOs have become familiar with and/or 
interestedd in (part of) the debate. Finally, as has been argued, the partial 
consensuss -that important changes are transforming the global economy, 
thatt globalization is not caused by technology, and that globalization has 
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nott decreased social differences - has narrowed down the number of issues 
too be studied and debated.26 

266 We can borrow an observation from Kanbur (2001: 6) on debates about poverty 
reduction:: 'It is almost as if the battle is more intense because it is now focused 
moree sharply on fewer and fewer remaining issues.' 


