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Abstract:  Different perspectives regarding globalisation and internationalisation 
are outlined with a view to developing a theoretical framework for examining 
these concepts. On assessing these competing claims, it is suggested that a political 
economy approach aids our understanding of the processes at work and best 
captures the complexities and contradictions in the global economy.
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Introduction

The large volume of articles and books on 
globalisation make visible the absence of 
consensus with regard to the interpretation 
of the impact of technological changes and 
extraordinary advances in communications, 
as well as the role of trade and investment, 
the state and social and cultural factors. This 
chapter attempts to organise these debates. 
What follows offers an analysis of the differ-
ent theoretical perspectives in the light of 
empirical considerations, and then seeks to 
draw on these in order to develop a frame-
work which takes account of constraints as 
well as historical conditions.

The case for global-enthusiasts

There is a school of thought which con-
tends that globalisation is inextricably 
linked to the integration of the world econ-
omy. This process is facilitated by ‘virtually 

instantaneous’ communications systems 
(Millward, 2003, p.116) and increased trade 
and capital flows. The speed and scale of 
technological progress has been breathtak-
ing, such that there has been a rapid fall 
in transport and communications costs 
(Berend, 2006, pp. 264-275; Krueger, 2003, 
p.2). Indeed, the phenomenal rise in the 
use of mobile phones, radio and television, 
the internet and/or e-mails and faxes is tes-
timony to the advances which have been 
made over a relatively short period of time 
(Coyle, 2003, p.13). Arguably, “These forces 
have led increasingly to world markets driv-
ing down prices to consumers and consti-
tuting a major engine of economic growth” 
(Krueger, 2003, p.2).

To the extent that globalisation is fa-
cilitated by rapid exchange of informa-
tion, it stands to reason that Multinational 
Corporations (MNCs) will be compelled 
to “respond faster and more radically to 
changes in wage and tax costs shifting 
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their production, for example, to cheaper 
locations” (Woods, 2002b, p.7). 

Market discipline is best illustrated by 
“the ‘pure’ model of globalisation [which] 
is taken to be finance” (Fine, 2002, p.5). 
The dramatic expansion of global financial 
flows, consequent upon deregulation of fi-
nancial markets in the 1980s, gave rise to 
the notion of a borderless world. The mere 
threat of capital flight could now be used to 
browbeat countries into falling in line.

Put another way, this flexibility on the 
part of financial and industrial capital invari-
ably forces governments to liberalise their 
economies in a bid to attract Foreign Direct 
Investment (FDI). Therefore, deregulation 
results in ‘allocative efficiency’, the ‘rolling 
back’ of the state, reductions in the cost 
of production, increased profits and more 
job opportunities (Ohmae, 2000; Woods, 
2002b, p.7). Clearly, the quick rather than 
sluggish adjustment to changes has the po-
tential to lead to rapid economic growth, 
greater consumer choice and an increase in 
living standards (The Economist, 2001).

The conclusion to be drawn from this 
analysis is that the establishment of a single 
world market is not only desirable, but the 
expansion of markets will also sweep away 
the nation-state which is inimical to liberty. 
What is more, it is argued, globalisation in-
culcates a free enterprise culture. Thus, the 
global world market involves the elimination 
of distortions, deregulation of capital mar-
kets, free movement of goods and services, 
as well as movement of people around the 
world, whose remittances are now estimated 
at between $80 bn and $200 bn a year (Coyle, 
2003, p.13). It goes without saying that glo-
balisation is ‘a fact of life’ (Berend, 2006, pp. 
275-278; Krueger, 2003, p.1; Stiglitz, 2003, 
p.258) and unstoppable. To use the former 
US President Ronald Reagan’s colourful 

language at the Cancun meeting in 1981, 
“this is the magic of the market place”. 

Some of the global-enthusiasts have re-
cently begun to respond to criticisms of the 
negative effects of globalisation. These include 
suggestions that globalisation has condemned 
a large proportion of the world to poverty, 
exacerbated inequalities, led to casualisation 
of labour and worsened working conditions, 
including the lengthening of the working 
day and redundancies. In response, Krueger 
(2003, pp.6, 7, 11, 12), for example, contends 
that the focus must be put on the reduction 
which have taken place in relative rather than 
absolute poverty. She goes on to argue that 
there have been social, economic and environ-
mental improvements in less developed coun-
tries as a result of globalisation, albeit from a 
low base. In addition, there is no conclusive 
evidence to suggest that globalisation has con-
tributed to the widening inequalities.

In defence of globalisation, it is moreover 
argued that multilateral institutions, such 
as the International Monetary Fund (IMF), 
World Bank and World Trade Organization 
(WTO), and a more effective US leadership 
can play an important role in ensuring rapid 
and sustained global growth, thus improv-
ing living standards and enabling people to 
make better choices (Krueger, 2003, pp.6, 
7, 11, 12; Gilpin, 2000). Safeguards are 
also required to protect those people who 
are affected by the worst effects of policies 
such as structural adjustment policies (also 
see The Economist, 2001; Stiglitz, 2003). In 
this case, governments and, indeed, intra-
regional blocs such as the European Union 
(EU) could provide these safeguards.

The case for anti-globalists

The majority of critics accept that glo-
balisation is taking place, that is, that the 
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unprecedented advances in technological 
progress and extraordinary increases in 
trade and financial flows is ample evidence 
that this process is underway. However, they 
contend that the global-enthusiasts tend to 
underestimate the consequences of this pro-
cess. They reiterate their concerns regarding 
the widening income disparities and appar-
ent indifference to growing poverty in less 
developed countries. They also contend that 
globalisation has contributed to increased 
insecurities in the workplace, threatens na-
tional cultures and identities and has led to 
environmental damage, whilst simultaneous-
ly making it difficult to identify the culprits 
responsible for externalities (Berend, 2006, 
pp. 305-320; Kaplinsky, 2006,pp.26-51).

However, this is where the agreement 
between critics ends. There is no consen-
sus on an alternative analytical framework. 
Like Robertson (1995, p.8), Giddens (1999) 
argues that time and space has been com-
pressed in such a way that we could be for-
given for believing that we live in a global 
village. Unlike Robertson (1995), he regards 
this phenomenon, which was facilitated by 
‘revolutionary’ changes in communications 
and/or electronically networked (money) 
markets in the late 20th century, as relative-
ly ‘new’ (also see Fine, 2002, p.6; Millward, 
2003, pp.116, 117; Scholte, 2002) and that 
the speed of these changes has increased 
people’s sense of powerlessness. Giddens 
goes on to argue that the USA and, to a less 
extent, Europe are at the epicentre of what 
is happening. The sheer dominance of US 
MNCs, coupled with the homogenisation of 
culture (ala ‘Coca-Cola, McDonalds, CNN’), 
point to an erosion of national sovereignty 
(Giddens, 1999, p.15). The inescapable con-
clusion is that neoclassical economics has 
triumphed over Keynesian social welfare 
policies. Despite his concerns, the thrust of 
Giddens’ analysis has often been depicted 
as more globalist than anti-globalist.

Other global-sceptics contend that the 
case for the inevitability of globalisation 
has been greatly exaggerated. They link this 
phenomenon, which they refer to as inter-
nationalisation, to market imperfections, 
and argue that it does not threaten “the na-
tion state, nor does it pertain to the whole 
globe” (Millward, 2003, p.117). Hirst and 
Thompson’s (1999) portrayal of the interna-
tionalisation of the world economy stands 
in stark contrast to that of Giddens (1999). 
They argue that this process, particularly that 
pertaining to financial markets, has been 
more pronounced in the period 1900–1914 
than in the 1970s, whilst the world econo-
my has been characterised by North-North 
rather than North-South trade. As time has 
gone by, globalisation has been restricted to 
“the ‘triadic’ regions of the advanced econo-
mies of Europe, North America and that 
part of South East Asia that is dominated 
by the Japanese economy” (Millward, 2003, 
p.117).

It is again argued that there has been 
increased protection of trading blocs and 
continued dominance of MNCs (Berend, 
2006, p. 264;Millward, 2003, p.117). In 
contrast to Giddens’ (1999) account, Hirst 
and Thompson (1999) suggest that the ac-
tivities of MNCs are often nationally-based, 
while the ‘developmental state’ (to use 
Evans’ 1995 term) is still robust, despite the 
growing importance of supranational regu-
latory frameworks. Fine (2002, p.5) also 
adds that, “Finance is not infinitely elastic 
across time and place, nationless and foot-
loose as is always blatantly revealed by the 
slightest crisis”.

For his part, Vernon (1971, 1981) did 
suggest that autonomy and control of the 
state vis-à-vis MNCs had not been curtailed; 
instead, the nature and extent to which 
it was exercised depended crucially on a 
whole host of factors, including policy 
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effectiveness at the domestic level, whilst 
leaving room for manoeuvre at the interna-
tional level to bargain on how much power 
to concede to international institutions 
in exchange for influence over the direc-
tion of the regulatory framework. Perhaps 
the recent revival of nationalism and reli-
gious fervour is illustrative of the extent to 
which the nation-state can defy globalising 
tendencies.

Hirst and Thompson (1999) also sug-
gest that, in spite of the globalisation forces, 
Denmark and Holland have managed to 
maintain an impressive record of employ-
ment and social welfare provision. The 
respective governments have adapted to 
changing circumstances, and so has labour 
and capital. Acceptance of deregulation 
has been accompanied by safeguards in 
the labour market and a generous but cost-
conscious welfare state. Nevertheless, the 
authors do not hold much hope for the less 
developed countries to emulate these expe-
riences, let alone match the rates of growth 
of the Four Tigers (Hong Kong, Singapore, 
South Korea and Taiwan), unless there is 
increased international aid, “ethical private 
capital investment” and a concerted effort 
by the international community to arrest 
the deteriorating terms of trade for less de-
veloped countries.

Persuasive as it may be, Hirst and 
Thompson’s (1999) analysis does not clearly 
define globalisation, nor explain how this 
differs from internationalisation. One is 
left with the impression that internation-
alisation can only be understood through 
exchange relations, while distributional 
struggles are played out at the national level. 
If one had to extend this argument further, 
as Sivanandan (1989, 1998/1999) does, 
‘exploitation’ can be conceived as “the si-
phoning off of surplus” from less developed 
countries to more developed countries. It 

stands to reason that “the reproduction of 
global inequalities” results from “the pat-
tern of unequal exchange” (Sivanandan, 
1989, 1998/1999). When seen in these 
terms, it could then be argued that the tech-
nological revolution has undermined the 
working class and also made governments 
of less developed countries susceptible to 
the power of big companies. In other words, 
locational decisions are dependent on the 
incentives on offer and the extent of priva-
tisation. Arguably, this explains the general 
malaise in the ‘Third World’ as well as the 
erosion of civil liberties (Sivanandan, 1989, 
1998/1999).

The third way?

Given the extreme positions taken by the 
optimistic global-enthusiasts and the pessi-
mistic global sceptics, it is no surprise that 
a middle way has emerged. This viewpoint 
“seeks to compromise between accepting 
the desirability and inevitability of globalisa-
tion and tempering its worst effects” (Fine, 
2002, p.5). In so doing, a ‘shareholder 
capitalism’ can materialise. According to 
Edwards (1999), there needs to be a balance 
between the laissez-faire view and the interven-
tionist view.

Moreover, collective problems such as 
global warming and ozone depletion, ille-
gal immigration, drug trafficking, human 
rights abuses and the threat of capital flight 
require that international rules and regu-
lations be arrived at by consensus rather 
than dictate (Edwards, 1999). Proponents 
of this approach also argue that globalisa-
tion is complex, and the process has a dif-
ferential impact, economically, socially and 
geographically. It is further argued that the 
world geography has been transformed by 
the speed and intensification of capital-
ist production, technological change and 
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rationalist knowledge (Scholte, 2000). As 
a result, human commonality, intercon-
nectedness and/or interdependence have 
also been intensified (Scholte, 2000; Held, 
2002; Held and McGrew, 2000; 2002; Held 
et al., 1999; McGrew, 1992; Payne, 2005, 
pp. 29-32).

These changes have implications for the 
role of the nation state and the political 
process. On the one hand, strong states still 
play a major role in the nature and direc-
tion of international regulatory measures, 
even if some of the decision-making is ‘sub-
contracted’ rather than ‘mortgaged’ to the 
lower levels, the notable example being the 
principle of ‘subsidiary’ in the EU (Woods, 
2002b, p.5, also see Cameron and Ndhlovu, 
2001a; Held, 2002, pp.7, 10).

While globalisation has contributed to 
instability, the 1997 East Asian crisis being a 
case in point, strong states have maintained 
a relatively high level of welfare provision 
in order to cushion their citizens from the 
worst effects of the crises. For example, 
the introduction of the minimum wage 
legislation in Britain and the 35 h week in 
France have not prevented both countries 
from being the largest recipients of inward-
investment in the EU (Woods, 2002b, p.8; 
Dunning, 2002, pp.21–24).

Further, it is argued that MNCs could 
be ‘persuaded’ to sign up for voluntary 
codes of conduct which take account of 
socially-acceptable working conditions, in-
cluding discontinuation of child labour, 
trade union representation and adherence 
to pollution control measures. By choos-
ing self-regulation via ethical trade, firms 
could enhance their international standing 
amongst consumers, and thus penetrate 
the high value markets. It is also contended 
that locational decisions have begun to de-
pend less on traditional incentives (lower 

wages and taxes), but more on the state of 
knowledge-intensive services and knowl-
edge infrastructures and the clustering of 
production. In addition, MNCs are now at-
tracted by other organisational advantages 
and/or ‘core competencies’ such as good 
governance, research and development, 
while adoption of innovations depends on 
voluntary cooperation and social networks, 
that is, civil society (Cameron and Ndhlovu, 
2000, pp.240–243; Dunning, 2002; Evans, 
1995; Scholte, 2000, 2002; Tomlinson and 
Ndhlovu, 2003).

There is also a suggestion that strong 
states can set the terms and speed of their 
integration into global financial markets. 
Contingent on their economic and geo-stra-
tegic strengths, they can also impose capital 
controls when it suits them. It is not beyond 
them to maintain their independence in 
the areas of foreign policy, international se-
curity and with regards to ‘Anglo-American 
capitalism’ (Woods, 2002b, pp.4, 5, 8–11, 
15, also see Biersteker, 2002; Garrett, 2002; 
Woods, 2002a).

Weak states, on the other hand, are less 
able to exert as much influence on the de-
velopment of the regulatory framework and 
cannot dictate the terms of their incorpo-
ration into the world economy (Woods, 
2002a). Because of immobility of labour 
and non-transferability of skills, workers in 
less developed countries have been hit hard-
est by the impact of globalisation (Woods, 
2002b, p.8; Dunning, 2002).

Typically, globalisation further weakens 
the state, undermining global labour stan-
dards and the legitimacy of the state. Little 
wonder that the resulting global inequali-
ties often lead to political and social disor-
der which, in turn, can easily open up the 
way for more ‘extreme’ political movements 
such as the fundamentalist (Islamic) groups 
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(Biersteker, 2002; Woods, 2002a, 2002b, 
pp.11, 12). Held (2002, p.10) also argues that 
national cultures and moral identities still 
hold sway in many parts of the world despite 
the universalising forces (also see Cameron 
and Ndhlovu, 2001b). While public opinion 
is slowly gravitating towards an international 
perspective, there is also a contradictory 
movement towards nationalism, even if this 
process is unstable and uncertain (Cameron 
and Ndhlovu, 2001b, p.11). Biersteker (2002) 
points out that, despite the negative effects 
of globalisation on different groups in society 
such as women, ethnic minorities and tem-
porary workers, weaker states can still benefit 
from the opening up of markets, dispersal of 
production and ‘flexible accumulation’.

Restructuring and reproduction 
of capital?

While the ‘middle way’ has addressed many 
of the complexities concerning globalisa-
tion and internationalisation, alternative 
interpretations have suggested that 

“our concern should be with the contra-
dictory restructuring of time and space 
as a consequence of the accumulation 
of capital, its economic, social, political 
and cultural relations, and how they are 
reproduced, transformed and subject to 
conflict.” (Fine, 2002, p.6) 

The materialist conception of history is 
then presented by social scientists as the 
most appropriate way of enabling us to un-
derstand internationalisation, crises which 
are endemic to capitalist accumulation, and 
the constraints imposed by economic con-
ditions, particular state forms and political 
and social factors.

This methodological approach starts 
from the premise that capitalists1 are driven 

by the accumulation process (“Accumulate, 
accumulate, that is Moses and the proph-
ets!” Marx, 1977a, p.558). Competition 
between capitalists forces them to cheapen 
their commodities through technological 
advances, the increase in ‘the productive-
ness of labour’, new production techniques 
and “expansion of the scale of production” 
(Marx, 1977c, p.237). In other words, the 
more innovative and efficient capitalists will 
produce at a lower cost per product, thereby 
bankrupting their rivals or forcing them 
into new areas of production (Marx, 1977c, 
pp.237–239).

There are, however, limits to the extent 
to which each capitalist can accumulate. 
Restoration of profitability is dependent on 
ploughing back profits into the business, en-
suring concentration of capital over a long 
period of time. During each round of invest-
ment, there will be an attempt to increase 
productivity. In addition, the sheer scale of 
operations of larger capitalists puts them in 
an advantageous position. In other words, 
their credit-worthiness, for example, means 
that they can borrow from financial institu-
tions, engage in research and development, 
introduce new methods of production and 
take over (or merge with) other capitalists, 
resulting in centralisation of capital (Marx, 
1977b, pp. 500-502).

While the reaction of individual capital-
ists is not necessarily replicated at the gener-
al level and capitalists appear to compete for 
competition’s own sake, the general thrust 
of the argument has resonance at the na-
tional and international level. Social accu-
mulation is not a straight-forward process: it 
is an uneven process, with the expansion of 
the economy being challenged by obstacles 
such as resistance from labour. Moreover, 
crises are located in the process of accumula-
tion itself. While increasing real wages can, 
for instance, force capitalists to mechanise, 
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it does not cause crises for capitalists and 
will not be allowed to threaten the contin-
ual reproduction of the system “on an ever-
enlarging scale” (Marx, 1977a, p.582).

It is this constant need to renew accu-
mulation, it is argued, that forces capitalists 
to seek new pastures, so that trading advan-
tages are historically derived (Marx, 1977c, 
pp.238, 239). This is the context in which 
the restructuring of capital, and the con-
straints to this process, can be explained. 
Internationalisation has involved changes 
in the nature and pattern of trade and FDI, 
all of which is part of the process of capi-
tal accumulation. This is illustrated by ref-
erence to developments over the course of 
the inter-war period, where commodity and 
financial capital expanded to the colonies. 
Rivalries between colonial countries, which 
were punctuated by world recessions, wars 
and revolutions, ensured that trade and 
investment were confined to the different 
imperial camps and their colonies.

Then came a major change after the 
Second World War. With capital accumu-
lation proving to be a hard taskmaster, ap-
parently sworn enemies put their differences 
aside in the interest of stabilising the world 
economy and ensuring survival of the system 
as a whole. There was a massive expansion of 
productive capital, but this was concentrated 
in the more developed countries. Under the 
tutelage of the USA, MNCs flourished, ex-
panding their cross border activities. In large 
measure, they were helped by the introduc-
tion of new production techniques and revo-
lutions in communications and transport 
which led to a fall in costs.

It must also be noted that the thawing 
of relations between East and West and the 
discreditation of Keynesian demand man-
agement in the 1970s and 1980s created 
the atmosphere for more integration via the 

IMF and World Bank-inspired structural 
adjustment policies, particularly liberalisa-
tion and political democracy. This chipping 
away at the power of nation-states has been 
described as globalisation. The intensifica-
tion of internationalisation, so the argu-
ment goes, has put pressure on nation-states 
to ‘subcontract’ their policy-making to mul-
tilateral institutions, thus ensuring that the 
state plays a crucial role in the integration 
process.

However, the situation is much more 
complex than this. Clearly, the state can 
still act as an arbiter between capitalists, and 
between capitalists and labour. By being em-
broiled in these conflicts, it unwittingly be-
comes the focus of conflict. In other words, 
policies adopted by the state have an impact 
on the competitive struggle between capital-
ists and the ensuing conflict between capi-
talists and labour. For instance, the devel-
opment of the credit system tends to speed 
up the process of centralisation, thus ben-
efiting MNCs and other larger capitalists 
at the expense of the smaller ones. This, in 
turn, induces further internationalisation 
of capital. Moreover, the state also plays a 
part in curtailing the demands of labour for 
economic and social justice. 

By intervening in the production and 
labour process, the state can provoke reces-
sions via deflationary policies. This again 
calls for the reorganisation and renewal of 
both domestic and international capital. 
Such a restructuring of the world economy 
often requires the intensification of attacks 
on labour.

We must, however, point out that capital-
ists do not always have their own way. States 
may erect barriers such as foreign exchange 
controls, but these obstacles can be seen as 
a challenge to be overcome (Marx, 1973). 
In short, the functioning of civil society 
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and the efficacy or otherwise of political ar-
rangements to promote and guarantee accu-
mulation, together with cultural factors, can 
be examined in an integrated way.

Conclusion

We have examined possible ways of logi-
cally understanding globalisation and 
internationalisation. By focusing on the 
core issues, we sought to provide a useful 
organising framework for analysing these 
phenomena. It is suggested that the politi-
cal economy method which is based on the 
accumulation of capital model is best suited 
for such an exercise. Indeed, we could argue 
that the trend we are witnessing in terms of 
rationalisation, capitalist development and 
technological progress, although unprec-
edented, can be traced back to the 1900s. 
While capital accumulation has accelerated 
in the contemporary period, its centralisa-
tion had already been anticipated.
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