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Globalization has become an important part of the rhetoric of contemporary international relations. It
survived the end of the Cold War when many of our other ordering or explanatory concepts did not, and
Is seemingly endlessly capable of reinvention to describe many different types of change in world
politics. Mostly the term globalization is invoked to describe the process of increasing interdependence
and global enmeshment which occurs as money, people, images, values and ideas flow ever more swiftly
and smoothly across national boundaries. It is assumed to be a process driven by technological advance
which will lead to an ever-more homogeneous and inter-connected world. In the new globalized world
economy, it is argued, states will cooperate more and international institutions will flourish. All of this
draws on the “liberal interpretation of globalization'.

Neglected in liberal and other writings about globalization is one particularly important feature of world
politics -- inequality. Our concern is not to highlight the discontinuities and unevenness of globalization
which are often noted, but rather to try and unpack the relationship between globalization and inequality
more carefully.(1) Serious analysis of inequality has been neglected behind a number of rhetorical
propositions voiced in loud debates between liberals and their critics. The former argue that globalization
ameliorates inequalities, the latter that globalization exacerbates inequality.(2) Unanswered are the two
fundamental questions which link globalization and inequality. In the first place: How is the process of
globalization influenced by inequalities among states? In the second place: How is the impact of
globalization affecting inequalities among states?

This article argues that inequality matters not just on grounds of equity, but for understanding the nature
of globalization and its impact on world politics. Inequalities among states both shape the process of
globalization and are affected by it. In the first part of the paper we examine liberal interpretations of
globalization. The term liberal is used to characterize both a market-liberal interpretation of the
increasing interconnectedness of world markets, and a broader liberal interpretation of the political and
social aspects of globalization. We start with an examination of this view because its underlying
assumptions dominate so much of the literature. Our examination focuses on how and why liberals
ignore or downplay inequality and on the unresolved tensions within liberal approaches. This leads usto
the second part of the article in which we present our own reconceptualization of globalization, which
draws both from an international society view of international relations and from aview of the
international political economy which emphasizes the causes and promulgation of global inequalities. In
the third section we examine four areas which illustrate the linkages between inequality and globalization
-- state strength, international institutions, values and norms, and non-state actors.

Theliberal orthodoxy
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Liberalism is abroad church and, as with all churches, has been marked by deep schisms. Y et four broad
propositions, all with deep historical roots, underpin liberal thinking on globalization and inequality.

In the first place, liberal economists assume that the globalization of world markets will reduce
inequalities among and within states.(3) This strongly optimistic longrun assumption allows liberals to
downgrade questions of inequality. The liberal orthodoxy posits a world economy in which a global
increase in transactions is driven by technological advance and by self-maximizing decisions of private
actors. On this view, states and governments are bystanders to globalization. The real driving forces are
markets and the emergence of global markets improves efficiency. In the first place, the free movement
of capital and goods across borders produces a more efficient allocation of resources around the globe.
For example, investment will flow to whereit is most profitable to invest it (hence, for example, flowing
into under-developed areas where maximal gains might be made). In the second place, global markets
ensure amore efficient production of goods in the world economy through the “gains from trade'. Trade
permits countries more effectively to exploit their factor endowments and to gain from specialization.
Furthermore, global investment and the movement of raw materials enhances both effects. Finally, a
global world economy with freely exchangeable currencies and open markets ensures an efficient
distribution of goods and services in aworld in which price mechanisms operate globally. Thereis areal
guestion here as to whether available evidence endorses the improved efficiencies the liberals
hypothesize. We will pick up this point later, but it is worth noting at this stage that modern economists

are questioning these theories by opening up other types of investigation into the causes of growth.(4)

A second observation of the liberal view of globalization is that it will expand not only global markets
but also the associated problems of market imperfections, negative externalities, environmental
degradation, and, casting the net till wider, refugees, and humanitarian disasters.(8) As aresult
globalization creates a powerful “"demand' for international institutions and cooperation. Political
authorities in the new global economy (be they new, emerging authorities or the governments and states
they are supposed to substitute) will be forced to resolve common problems and to manage the frictions
which arise from increasing interdependence. These insights are well highlighted by the liberals. Greater
cooperation has become necessary, even if it is no easier to achieve. The prospects of cooperation are
said to be enhanced by the fact that states autonomy is diminishing and their capacity to regulate and
redistribute resources domestically isincreasingly limited. Hence, in many areas, governance and
regulation at the international level are becoming ever more important. Although such governanceis
predominantly take the form of inter-state regimes, both formal and informal regimes between private
actors are playing an increasingly significant role.

Third, liberals assume that globalization will tend in the long run to promote societal convergence built
around common recognition of the benefits of markets and liberal democracy and involving the
emergence of global values, issues and institutions. The liberal interpretation of globalization suggests
that the rise of technology and the enmeshment of world marketsis bringing about a decrease in the
power and desire for independence of states. In the first place, the infrastructure of globalization (global
communications and transport systems) and the rise of new technologies (satellites, computer networks
and so forth) make it increasingly difficult for states to stem flows of information, and increasingly easy
for values, knowledge and ideas to move across national boundaries. Economically, states must now
compete actively for foreign investment and technology in global markets and, in order to do so
effectively, their policies are converging on open-market policies. So too, politically, preferences for
particular types of political organization and values (free elections, sustainable development, human
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rights and the like) are spreading. Hence, liberals explain, there is an increasing homogenization of
economic policies and political organization caused by globalization. "At least in intellectual terms write

John Williamson and Stephan Haggard, “we today live in one world rather than three'.(6)

At the core of liberal thinking about globalization lie a set of assumptions about how and why values,
norms and policy ideas converge. It isworth distinguishing two different processes to which liberals
allude. In the first place, the convergence of policies across the globe may be attributed to the rationality
of the policies and their proponents.() It is assumed that policy-makers are increasingly rational,
technocratic and literate in the field of issue -- be it, for example, environmental policy or economics.
These policy-makers can draw on international links to other like-minded technocrats in other countries
or in international institutions. One way in which this processis depicted is -- following Peter Haas --
epistemic communities consisting of economists or specialistsin afield. Haas defines epistemic
communities as 'networks of knowledge based communities with an authoritative claim to policy relevant
knowledge within their domain of expertise’.(8) On this view, globalization is facilitating the emergence
of transnational governmental coalitions based on technical understanding of particular issues or sets of
problems.

In contrast to emerging transnational technocratic coalitions, a second process of convergence involves
the flow of ideas and information across borders as aresult of increased societal interdependence.
Increased communication and travel are said to facilitate the diffusion of values, knowledge and ideas,
and enhanced the ability of like-minded groups to organise across national boundaries. From aliberal
perspective, the strength of such groups rests on their ability to articulate a powerful set of human values,
to harness the growing sense of a cosmopolitan moral awareness, and to respond to the multiple failures
of the state system, both locally and globally. Influence does not derive from narrow economic incentives
nor from power political interests, but rather from ideas and values that are felt directly, if still unevenly,
by individual human beings. Here globalization is leading not merely to instrumental transnational
coalitions but to what some call an 'international civil society', or better ‘global civil society': the
‘emergence of a parallel arrangement of political interaction ... focused on the self-conscious construction

of networks of knowledge and action, by decentred, local actors...".(9)

Together these processes |ead to the progressive enmeshment of other states and cultures within the
liberal system. Globalization and interdependence help ensure the spread of information, values and
ideas that make non-liberal alternatives decreasingly feasible.(10) |n part the driving mechanism hasto do
with the rational adaptation on the part of policymakers to a changing structure of external incentives
which in turn leads to processes of genuine learning and to the internalization of liberal values. But, more
generally, this view develops the Kantian notion of agradual but progressive diffusion of liberal values,
partly as aresult of liberal economics and increased economic interdependence, partly as aliberal legal
order comes to sustain the autonomy of a global civil society, and partly as aresult of the successful
example set by the multifaceted liberal capitalist system of states. The problem, as we shall see, isthat
thiskind of view drastically underplays the role of powerful states and institutions have played in
offering incentives and applying pressures on states to alter their policies.

We might summarize the liberal view of globalization in the following propositions:

1. the increase in transactions across state boundariesis of great significance to the nature of the
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international system (in terms of structure, process and actor s);

2. the processes of globalization have alogic and dynamic of their own, driven by technological change,
increasing knowledge, and rational decision-making;

3. asaresult societies across the world are increasingly linked through mar kets and through an
increasingly closely-knit transnational civil society (not through the arena of inter-state competition);

4. hence: states will no longer form the only or necessarily most important frameworks of political
authority (cf James Rosenau's picture of an autonomous multicentric system emerging alongside the
long-established system of states(11)),

5. thus: there is a growing tension between the reality of a globalizing world economy and an
anachronistic state-system. This tension may be unsettling but it does not involve any irreconcilable
conflicts or contradictions.

6. In particular, international institutions will grow as states perceive that their interests are better met in
aglobalizing world economy through institutionalized cooperation.

It would be wrong to suggest that contemporary liberalism takes a naively benign view of the impact of
globalization. Although these core propositions continue to underpin much liberal thought, liberals are
neither as inflexible nor as unified as the above outline would suggest. Whilst remaining optimistic in the
long-run, problems clearly abound. Thus, athough efficiency gains will reduce inequalities both among
and within states over time, there are two caveats to be made. Liberals accept that in the short-run, there
will be adjustment costs which might exacerbate inequalities. They also accept that the gains from
globalization will not necessarily be evenly spread: whilst every country stands to make absolute gain
from globalization, some stand to gain relatively more than others. For some this points to a positive role
that government might play in global markets - tilting the playing field towards their own
competitors.(12)

In addition, there are the potentially high costs of political adjustment. Thisisthe challenge identified
and discussed by Robert Reich:

We are living through a transformation that will rearrange the politics and economics of the coming
century. There will be no national products or technologies, no national corporations, no national
industries. There will be no national economies, at |least as we have come to understand that concept. All
that will remain rooted within national borders are the people who comprise a nation. Each nation's
primary assets will be its citizen's skills and insights. Each nation's primary political task will be to cope
with the centrifugal forces of the global economy which tear at the ties binding citizens together --
bestowing ever greater wealth on the most skilled and insightful, while consigning the less skilled to a
declining standard of living.(13)
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The issue of adjustment highlighted by Robert Reich, istaken up by Adrian Wood in his work on the
impact of globalization on unskilled workersin the North.(14) However, athough the market liberal
perspective accepts these problems, ultimately it argues that: first, such developments are a necessary
part of wealth creation, and, second, can potentially be managed by rational and enlightened state
policies.

The important point, however, is not the recognition of these adjustment problems but rather the failure
to acknowledge the deep tensions that exist within the liberal view of globalization and that remain
unresolved. The first concerns the role of the state. At one extreme the anti-statist strand of liberalism has
reappeared in strident form, rgjecting the state as both arational institution for effective economic
management and as the locus of identity in aworld characterized by homogenization and increasingly
complex forms of social communication.(13) As Ohmae putsit: 'The nation state has become an
unnatural, even dysfunctional, unit for organizing human activity and managing economic endeavour in a
borderless world. It represents no genuine, shared community of economic interest; it defines no
meaningful flows of economic activity'.(16)

Y et most contemporary liberals accept the need for the state and for institutional reforms.(22) In the
dominant liberal discourse (and especially as part of the reaction against what one might call first-wave
neo-liberalism) there is a good deal of talk of 'reinventing government' and, increasingly, of the role of
institutions. But the important point here is the fundamentally apolitical and technocratic view of what
this entails. On the technocratic view it is mostly a matter of 'institutional strengthening' and 'capacity
building', sometimes with a dose of decentralization. The state is certainly the problem for
market-minded liberals, but it can aso become a central part of the solution if the right policy-mix is
chosen. Y et the real problem here liesin reconciling the reduction of the state undertaken as part of
structural adjustment and economic liberalization, with the new needs for an effective state to provide
necessary infrastructure in the economy.(18) Managed liberalism requires the state to maintain a high
degree of political power and authority. And yet the liberal interpretation of globalization suggests that
states political power might well be eroding.

A second problem which remains unresolved in the liberal view is the relationship between different
parts of the liberal vision: how to balance economic objectives and market liberalization with liberal
political and social goals (such as democracy, human rights and so forth). This difficulty has been
increasingly visiblein, for example, the arguments within the World Bank on how to deal with 'new’
issues (such as environmental questions and the promotion of 'good governance'),(19) and in discussions
of theimpact of structural adjustment on poverty.(29 The dominant response is, once again, to see this as
atechnical problem, and to deal with it, for example, as an issue of 'sequencing'.(2L) Y et, as we will argue
below, the tensions run far deeper than this and turn crucially on the choice that exists between the
effective management of globalization on the one hand, and the promotion of such liberal values as
participation, representation and legitimacy on the other.

A third tension within liberalism concerns the differential speeds with which the dynamics of liberal
progress work themselves out and how this should be managed. A common theme of recent liberal
writing has been to emphasi ze the increasing divide between a cohesive, prosperous, and peaceful bloc of
liberal states and the instability and chaos of the rest of the world. This cleavage between a Grotian core
and a Hobbesian periphery has been characterized in various ways. zones of peace vs zones of
turmoil;(22) the OECD as something approaching a giant pluralist security community;(23) the 'West' asa
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cohesive republican order centred on economic growth, democratic governance and liberal tolerance;(24)
and the widening gaps on a global scale 'between publics and governments, between haves and
have-nots, between nuclear and non-nuclear power' and so forth.(25) Y et, although new divisionsin a
globalizing world are recognized, insufficient attention is given to the subsequent implications either for
politics on the "other side of the divide' (outside of the liberal, integrating zone) or for global inequality.
It is here that the deep tensions within liberalism over both the justifications for intervention and the
nature of intervention become most apparent.

Redefining Globalization

The liberal definition of globalization highlights the progressive enmeshment of economies and societies
which results from globalization. It emphasizes the powerful international and transnational pressures
that both constrain the range of viable state policies and influence the complexion of domestic politics.
Neglected, however, in the liberal view isan analysis of the unevenness of the process of globalization
and the importance of the hierarchy among states and actors which drive it. The core proposition of our
critique of the liberal orthodoxy on globalization is a simple one: that inequality among states matters.
We explore this proposition in this section, looking first at the ways in which states are unequal and
which types of inequality matter. We then move on to examine how these inequalities shape integration
into the world economy, and the emergence of institutions, values and norms associated with
globalization.

At the heart of our redefinition of globalization is arecognition that the process has two aspects. One
aspect is directly observable: the increase in transactions and interconnectedness among (especially
OECD and selected other) states which is driven by both technological change and political choices.
These "observable' changes obviously affect choices and outcomes in world politics. Firms and
governments have to rethink their strategiesin aworld in which the international arena affects an
increasing range of decisions. Y et, tracing out the ways in which increased transborder transactions,
changes in technology, and new forms of economic competition have altered incentive structures does
not tell us how firms, governments and other actors will reshape their strategies and objectives. Here,
another aspect of globalization is crucial: the way in which it is “experienced' and the way that
experience is rooted within institutions.

Actors across the globe interpret their choices and constraintsin very different ways and these
understandings are embedded in very different kinds of domestic institutions and social structures. Asa
result the impact of globalization is nowhere equal and the simple notion of homogenization covers a
more complex and ambiguous set of processes. The observable patterns of globalization affect not just
perceptions of choices and outcomes but also the political processes within which actors work. For
example, governments dealing with issues such as global investment, environment, human rights, and to
alesser extent democratization, must now face two new sets of political pressures and constraints. At the
international level, states must participate in new sets of negotiations and institutions. Within their own
political systems, governments now face pressures from domestic actors, empowered or inspired by the
international attention given to these issues. Just as technological change may drive domestic firmsto
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push for new types of investment regulation, so too, conventions on the environment may fuel domestic
interest groups to push for changes in domestic environmental standards.

The “experienced' aspect of globalization isimportant because it introduces political processes that
condition the impact of globalization - both at the international and domestic levels. This aspect is crucial
to examining the impact of inequality on globalization and vice-versa. Simply put, globalization affects
regions of the world in different ways, in part due to the uneveness of increased flows and
interconnectedness: the spread of technology, trade, and communications which is most heavily
concentrated among OECD countries. Equally, however, the impact of globalization is conditioned by
political inequalities: at both the international and domestic levels.

In the international realm, some states will have more power (rooted in military as well as political and
economic capacity) to influence outcomes of negotiations and decisions. Hence, “weaker' states face
heavily constrained choices or an agenda which they have little role in defining. Furthermore, their
choices will carry powerful political implications - not just because they submit to the will of larger
states over a particular issue but because over the longer term, they constrain their choices. For example,
when weaker states sign up to a human rights convention, or an intellectual property standard, they face a
greater prospect than more powerful states, of coercive enforcement. Hence globalization affects not just
their bargaining power at the time of negotiation, but more widely their relative power to make choicesin
the future.

At the domestic level, too, there are important differences among states and governments. Domestically
weak governments face much greater difficultiesin getting their constitutencies to adapt to the changes
or agreements worked out in international negotiations and fora. Thisisless of aproblem if the state has
power in the international arena-- for it can then change the rules it agrees to be bound to. However,
where weak states enter into international undertakings which they can not alter, they become not only
more vulnerable to international pressures, but more susceptible to domestic political weaknesses. In
implementing the necessary policies so as to participate in the new global agreements and economy, they
can quickly lose domestic support. Such governments frequently become trapped between the so-called
“imperatives of globalization' (such as economic liberalization and subscription to arange of
international standards on the environment, human rights and so forth) and a political constituency which
refuses to adapt and increasingly rebels against the government.

Overal, our definition of globalization requires us, in examining itsimpact, to look at state strength (or
inequality among states) at both the international and domestic levels. We might summarize this
definition in the following propositions.

1. The observable face of globalization is an increase in transactions across state boundaries, in part
driven by technological change and increasing knowledge which is mainly developed in large
industrialized countries;

2. the new “interconnectedness is regulated by rules and institutions formulated and enforced mainly by
the most powerful actorsin the international political arena (especially states and firms);

3. the benefits of globalization flow to those states with the greatest capacity to absorb and adapt to the
new types of transactions. This capacity includes the domestic political strength of governments;
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4. increased linkages between societies are effected not just through markets, but through issues and
ideas which give international voice to non-state actors and empower them to be more active in domestic
politics (some would refer to this, perhaps exaggeratedly, as the beginnings of atransnational civil
society). These transnational linkages can erode the domestic political strength of the government.

Our definition of globalization requires us to examine the political forces which shape its emergence and
impact, and in doing so to reconsider the sources and nature of inequality among states. We need to
replace the liberal Kantian image of progr essive enmeshment with the more complex idea of coer cive
socialization, involving both arange of external pressures (both state-based and market-based) and a
variety of transmission mechanisms between the external and the domestic. In defining globalization in
this way we bring together strands from several different ways of thinking about international relations.
Our attention to inter-state power politics suggests something of arealist starting point but thisis heavily
diluted: first, by our concern to explain change; second, by our examination of the role of non-state
actors; and, third, by our attention to other dimensions of international relations (such as the role of
institutions and values). The different strands of thinking are readily apparent in our definition of the core
dimensions of state power which assist in examining inequality:

(i) the formal status of states (their degree of formally recognized independence)
(ii) the territory, population and natural resources of a state

(ii1) the domestic strength, efficacy and viability of a state

(iv) the distribution of economic wealth, military and political power among states
(v) the meta-power to make and change the rules of international relations

(vi) the power and relative status of non-state actors

Aswe will elaborate below, these dimensions of inequality shape the nature and impact of globalization.

Beyond theliberal view of inequality and globalization

The liberal view of globalization, as we have already seen in the first section of this paper, highlights the
formal equality of states which defines the key set of actors in the global market-place. The liberal view
also implicitly recognizes the uneven distribution of economic wealth among states, since this provides
one of the conditions for globalization: the incentive for capital and production to shift to new areas.
However, the other dimensions of state power are virtually ignored in the liberal view. Although therole
of non-state actors (MNCs, foreign investors, global communications conglomerates and so forth) is
recognized (indeed as a driving force behind globalization), little attention is paid to the political power
of these actors. More fundamentally, liberals do not adequately address the distribution of political power
among states, the capacity of some to set down rules for others and the relative domestic strength and
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viability of the state. Y et these other dimensions of inequality among states are crucial to an
understanding of the nature and impact of globalization. Thisis most simply highlighted by the
coincidence between the unevenness of globalization and the distribution of military, political power and
international rule-making (or “meta-power') among states.

(a) State Strength

Reframing one of the points made above, for large and powerful states (either globally or within a
region) globalization is, at least to some extent, arealm of choice. These states have the power to open or
close world or regional markets and have discretion over how fast they wish to develop and exploit
technological change. Furthermore, the impact of globalization, because it is a process they influence, is
likely to reinforce their position and their relative power (even if it channelsit in new ways). For less
powerful statesin aregion or in the world economy, globalization is a process which is happening to
them and to which they must respond. To some degree they must choose either to accept the rules of the
more powerful or not - although in today's world economy where relative autarchy is punitive and where
there is no alternative centre of power (as provided previously by the USSR), some would argue that they
have little choice but to accept the rules.

There propositions, however, do not always reflect reality. There are limitsto the control and influence
of the large and powerful states and the above arguments underestimate the importance of path
dependence and the extent to which the process of globalization is shaped by ongoing actions and
reactions from both sides. For example, over the past four decades industrialized countries have exhorted
less devel oped countries to integrate into the world economy and to attract more investment. Y et in each
decade, different types of investment from industrialized countries have produced a backlash and a
reassertion of state sovereignty. Hence, in the 1970s, developing countries attempted through UNCTAD,
the United Nations General Assembly and other fora, to control and limit the activities of multinational
corporations which had come to be seen as too powerful and exploitative. In the 1980s, Western
international commercia banks became the adversary: accused of punishingly high interest rates and
imposing stringent adjustment on debtors. After the debt crises of the 1980s, devel oping countries pushed
for new forms of regulation, control and replacement of international bank loans. In the early 1990s, the
backlash is against capital flows into share and bond markets in developing countries. After the crisisin
Mexico in 1994 highlighted the volatility and destabilizing effects of such investment, the new call from
several different regionsis for capital controls - as already put in place in Chile and China. (26)

Different forms of 'backlash' against globalization highlight that the processis a contested one. Yet, it is
not the case that the most powerful states in realist power-political terms always win in such contests.
Globalization and attempts to control it, are shaped by those with power -- derived from all of the sources
listed above -- to do so. East Asia provides a particular example of the varied sources of such power. For
although the recent World Bank study of the "East Asia miracle' points to these countries' integration into
world markets,(27) this interpretation is controversial and wrongly ignores, as several economists have
pointed out, several other political and economic factors.(28)

The debate about East Asiais acrucial one for it turns on the extent to which governments of small states
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might control the nature and impact of globalization on themselves. Crucial to the East Asian countries
success, most analysts agree, was their domestically strong, efficient and viable state apparatuses.(29)
Hence, we see the importance of distinguishing domestically "strong' and "weak' states. However, we
must also recall that the internal strength of statesin East Asia hasin turn been due to the security threat
that each country faced in the aftermath of the second world war, their strategic importance during the
Cold War, and the economic success that they have enjoyed. So East Asia highlights both that the
categories of domestically "strong' and "weak' states are crucial, as well as the fact that these domestic
charateristics interplay with the international dimensions of state strength we have listed above. The fact
that these are small states who have fairly carefully controlled their integration into the world economy -
and continue to do so, as Korea's recent clamp-down on foreign investment displays(39) - suggests that
any analysis of the nature and impact of globalization requires a much more careful consideration of state
strength and inequality.

b) Institutions and the creation of new structural power

As we have mentioned above, globalization is greatly influenced by international institutions set up (or
adapted) so as to facilitate and manage new flows of goods, people, ideas and values across borders. As
the liberals highlight, institutions are important in a globalized world as instruments of common purpose.
Y et liberal institutionalist theory has tended to focus on a narrow range of issues and paid too much
attention to bargaining processes among states. Thus going back to Power and Interdependence, which
largely set the agenda for this scholarship, Keohane and Nye write that they 'sought to integrate realism
and liberalism using a conception of inter dependence which focused on bargaining' (our
emphasis).(31) |n parallel fashion, there has been a growing literature on the importance of linkages
between domestic and international factors.(32) Y et the influential scholarship sparked by Robert
Putnam'’s two-level game analogy, has also focused almost entirely on bargaining and negotiation.
Missing from the interdependence and bargaining approaches are questions which, in our view, are
central to comprehending the process and the impact of globalization. These are questions as to what and
why particular issues are left off the agenda of inter-state politics, who sets the rules of the bargaining
game (meta-rules), and where the norms and ideas come from which are used to define issues and within
which bargaining takes place.

Institutions, then, are sites of power or dominance. Indeed, the World Bank's interpretation of East Asia's
economic success, mentioned above, provides a case-study of the struggle for dominance and control
within institutions. As Robert Wade has documented, within the World Bank the interpretation of East
Asia's success produced a political battle between Japan and the United States and resulted in areport the
conclusions of which were markedly tilted so as to support the US-favoured, market-oriented approach to
policy.(33) The struggles (and silences) within international institutions can only be understood by
recognizing that institutions do not emerge solely for utilitarian reasons.

Although ostensibly international institutions arise amongst states concerned with solving common
problems and promoting overall welfare, in fact they reflect a pattern of structural power which is central

to the management of interdependence.(34) On the one hand, states create institutions because they wish
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to resolve distributional conflicts and relative gains concerns. Yet, in the end it is powerful states who
will shape the agenda, decide who can play the game, define the rules, and enforce outcomes which are
favourable to themselves. Thus globalization creates new forms of structural power in which institutions
play an important role - ultimately that which powerful states delegate to them. We return to the point
made above that globalization offers powerful states arealm of choice. Most fundamentally, they can
choose to favour cooperation or multilateral institutions (and the shape of such institutions), or to use
bilateral negotiations. Indeed this has been the pattern of US trade policy over the past two decades.(35)

In summary, the balance between state and market in the process of globalization isitself an expression
and reinforcement of political power: why states choose to regulate certain aspects of the international
economy and not others. Hence, our attention is drawn again to that dimension of inequality which was
expressed above as the power to set the rules and to assert rights in the system.(36)

Institutions also play acritical role in the processes by which 'global’ liberal values are transmitted and
diffused across the system. Indeed an important feature of the post-Cold War period has been arevival of
the question of stronger enforcement, of giving more effective 'teeth’ to the norms of international
society.(37) Thusinstead of progressive enmeshment and learning, we need also to recognise the role of
conditionality and coercion. Although academics are giving much attention to the range of UN
interventions: in pursuit of collective security, peacekeeping/peacemaking, organizing elections,
non-proliferation and so forth, the spread of conditionality has become a central element of the
globalization of liberalism.

Although defining conditionality is complicated, the coreideais clear enough: both individual states and
multilateral institutions attach formal, specific and institutionalized sets of conditions (hence the
difference to traditional ad hoc sanctions) to the distribution of economic benefits in order to press
(mostly) developing countries to adopt particular kinds of domestic policy. Central to the use of
conditionality is therefore the claim to superior knowledge of how devel oping countries should manage
their affairs and the implicit use of coercion to try and ensure that knowledge is acted upon. Up to
mid-1980s, formal conditionality was mostly limited to | MF-style macro-economic policy conditions.(38)
Since then a very significant expansion: within the economic field towards detailed micro-economic
reform conditions; and outside of the economic field to include conditions designed to promote good
governance, human rights and democracy; sustainable devel opment; limitations on arms spending; and
non-proliferation policies. Here it isimportant to note, first, the critical move away from conditionality as
forming part of a specific economic bargain or contract (as was at least arguably the case with IMF
economic conditionality) and towards using conditionality to promote objectives that are wholly
unrelated to a specific flow of resources; and second, the entrenchment of political conditionality in the
policies of the international financial institutions, and of the OECD development committee.

The trend towards broader and deeper conditionality is not only evident in international institutions. In
some wayss, conditionality is becoming yet more visible at regional levels. It is becoming commonplace
for regional groupings to set down formal criteriafor admission so that membership of an alliance,
economic bloc, or international institution depends on certain kinds of domestic policy. Within regions,
the potential levels of coercion rise as the percelved advantages of membership increase. The very
uneven nature of globalization hereis particularly obvious. In both Europe and the Americas, would-be
members of existing arrangements (the EU or NAFTA) take their place in a queue. In order to try to
move up that queue, aspiring governments attempt to adapt their policies and converge with the required
standards. In doing so, however, these future members are taking part in a process which reinforces and
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perpetuates the power of those who control the conditions and timing of admission. In regions such as the
Western Hemisphere, where the distribution of power is aready very skewed, this process can easily

work to entrench regional hegemony.(39)

Y et whilst coercion and conditionality are indeed critical features of the ways in which globalization and
liberalism intersect, it isimportant not to assume that we are dealing ssimply with external imposition. We
need to look very closely at the domestic political processes by which those groups espousing liberal
values are either able to achieve predominance or else fail to do s0.(40) External pressures and
inducements are of course likely to be important. But so too are the ways in which these external 'signals
are received and interpreted within the subordinate state. Powerful pressures towards liberalization come
up against equally powerful inherited structures and, in the complex process of break-down and
adaptation, the result is highly unlikely to conform to a neat 'liberal’ model: aliberalizing Brazil is very
different to aliberalizing India, or Mexico or Poland. Indeed the successful take-up of, say,
market-liberal economic policies may reintrench illiberal patterns of domestic politics or fuel revisionist
and assertive foreign policies. Western institutions have seen this effect most clearly in countries such as
Algeria, Tunisiaand Turkey, where stringent programmes of economic liberalization have inadvertently
fuelled rejectionist islamic movements.(41) The overall lesson is that powerful homogenising pressures
may not in fact produce homogeneity -- we repeat our point that the processes of globalization are
complex and contested.

Conditionality provides a good illustration of the difficulties of reconciling the promotion of economic
and political liberalization within states with the maintenance of a manifestly unequal and illiberal
inter-state order and global economic system. On the one hand, the growth of conditionality threatens to
lead to ever greater involvement by the industrialized countries and their agencies in the political, social
and economic life of the developing world. This means that an ever greater range of development
priorities are determined not by governments but by external actors. On the other hand, liberal notions of
democratic governance are very centrally about making governments more accountable for their policies
and representative of their people. Here liesareal contradiction. Governments are to be made
increasingly accountable for policies and priorities - and yet they have decreasing control or authority
over these policies.

Globalization supposedly facilitates the transmission of liberal values and policies across the world. Y et,
because states are politically and economically unequal, whilst some values are "transmitted’, many
others are imposed or coerced. The result is sometimes unintended and often contradictory. Economic
liberalization does not always reinforce democracy - indeed many argue that 'insulation’ from 'populist’
pressures is central to the success of economic reform;(42) or that liberalization skews political power in
favour of asmall, enriched group. So too, where international institutions commit themselvesto
supporting governments which undertake economic liberalization, in several cases they have found
themsel ves supporting governments which at the same time show little regard to human or group rights.

Ultimately, although liberals might be expected to be committed to the ‘democratization’ of the
international system and its institutions (and some are, eg The Commission on Global Governance), in
most cases the dominant liberal discourse in fact assumes high degrees of global management and
enforcement.(43) Global management and institutions of enforcement rely upon inequality among states
and reproduce and reinforce existing inequalities. Hence, liberals must ultimately choose between
effective management of globalization on the one hand, and values such as participation, representation
and legitimacy on the other. Those who favour "effectiveness - and here the economic liberalizers
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predominate - will very often end up siding with the realists in seeing the positive virtues of inequality

and hierarchy.(44) Aswith our argument about state strength, globalization and its management by
ingtitutions, is heavily conditioned by inequality among states.

¢) Values, Norms and I nternational Society

One way in which we might explore and elucidate the contradictions mentioned above is by broadening
our conception of international society so as to analyze the impact on it of globalization. We have seen
that globalization for some involves promoting a universal set of values. Stepping back and surveying the
impact on international society, one can readily see that the promotion of a particular set of values will in
fact reinforce divisions within international society and create different categories of states: those who do
share the values and those who do not. This problem opens up an uncomfortable divide for liberals: on
one side there is along western tradition of doctrines and ideas that rested on principles of exclusiveness,
based on being Christian, being European or being 'civilized';(49) yet on the other hand, thereis the
powerful counter-current in western thought that has maintained the existence of a universal community
of mankind and that has drawn its primary inspiration from the long tradition of natural law.(46)

Given this division the pattern of interaction 'across the divide' becomes critical. At one extreme, realist
doctrines have often denied all legal and moral rights to those without the power to force respect for their
independence.(47) At the other extreme, revolutionist doctrines have insisted on an absolute equality of
rights, both as individuals and as communities, and on a duty to assist their liberation, with versions of
these ideas devel oped in both the French and Russian revolutions. In between liberals have been deeply
divided. One strand has argued for a strong (if never quite absolute) respect for pluralism and equality
between communities and cultures and has laid great emphasis on the norms of sovereignty and the
non-intervention.(48) The other (far more powerful) strand has accorded only conditional or secondary
rights to those outside the inner core and has argued for intervention (or imperialism) to promote the
intrinsically superior values of the inner core.(49)

The dominant trend for most of the 20th century was to move against this exclusivism and exclusionin
the name of greater equality -- as exemplified in the struggle for equal sovereignty, for decolonisation,
for racial equality, and for economic justice.(59) Moreover, the dominant norms of international society
(non-intervention, constraints on use of force, sovereign equality) served to provide a degree of
protection -- for good and ill -- to many extremely fragile political entities (‘quasi-states to use Robert
Jackson's phrase(31)). The globalization of liberalism, however, has begun to pull in the opposite
direction and the resulting process of segmentation may well be working towards greater inequality.

In characterizing the increasing inequalities in international society, three questions are of the essence:
Whose rules govern the society?; What is the scope of the rules?; and, How are the rules enforced? The
first question - whose rules - requires us to examine the existing structure of power among states. We are
thereby returned to the paradox of universalism already alluded to: the successful promotion of
‘universal’ or 'global’ values, even if they are to some degree genuinely shared, will often depend on the
willingness of particularly powerful states to promote them. Furthermore, their successful promotion can
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al too easily work to reinforce the already marked inequality of power and status.

The second question - what is the scope of the rules - points to an areain which international society is
undergoing dramatic change. The range of objectives that international norms and institutions seek to
promote has increased tremendously, involving rules that affect very deeply the domestic structures and
organisation of states, that invest individuals and groups within states with rights and duties, and which
seek to embody some notion of a common good (human rights, democratization, the environment, the
construction of more elaborate and intrusive inter-state security orders). The impact on weaker and on
non-western states is thus potentially very different from the 'globalization’ of traditional international
society, whose primary goal was that of minimal coexistence.

The third question which assists us in characterizing international society is. how are the new,
wider-ranging rules to be enforced? At present enforcement works through international institutions.
These ingtitutions tend to be weak except where they act as facades to powerful states actions, or, where
they are dealing with states which rely upon them for financial assistance (e.g. those states using the
resources of the international financial institutions). As strict notions of sovereignty and the norm of
non-intervention erode, and as formal schemes of conditionality increase, it has in many ways become
easier to enforce norms against weaker states. The more powerful target states, however, are able to fend
off inclusion (as with China) or to impose 'reverse’ conditionalities (as with Malaysia vs Australia and
Britain). Furthermore, there is a growing reaction to the imposition of norms -in both Asiaand in the
Middle East - as exemplified as recent controversies over human rights where official Asian resentment
Is as much about how human rights are to be implemented asit is over the content of the rightsin
question.(52) Here weaker states are reasserting the central defense of state sovereignty, attacking the
double standards of powerful states and their conditionalities; and calling for greater democratization in
international institutions.

Contemporary trends suggest that international legitimacy and full membership of international society is
increasingly being made conditional on the adoption of certain models of domestic political or economic
practice. To some extent this trend revives an old patterns of hierarchy and superiority. The promotion of
‘universal' values and moves towards linking domestic and international legitimacy threaten to reestablish
the old pattern of differentiation. Indeed it is not entirely fanciful to see old nineteenth century categories
reappearing in the emerging late twentieth century distinctions between a core zone of liberal states;
well-ordered non-liberal societies; and states that have either “failed' or should be classed as pariahs or
outlaws.(33) This prognosis highlights the need for analyses of globalization to take into account the
inequalities which underpin the emerging international society.

d) Transnational Civil Society

Up to this point we have treated international society as a society of states. Yet, for liberals, globalization
extends the possibilities of global community to atransnational civil society beyond states.(54 The
prospect of atransnational civil society is attractive to liberals who conceive it as enabling and
empowering independent self-organized groups to participate politically and to counter the abuses of
state power. The use of the word 'society' (and still more ‘community') carries with it the idea of some
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integrated framework of norms and values. Equally the idea of “civil society' haslong beeen viewed in
liberal thought as something defined in contradistinction to the state and as valuable precisely as a means
of checking the power of the state. Confirming this view is the evidence of NGOs which have given
voice to the weak and vulnerable and to those who are deemed to be non-members of a particular state or
political community, or who fall between the cracks of the state system (eg refugees, indigenous peoples,
future generations).

Y et transnational civil society isitself an arena of power and relations within transnational civil society,
which are not necessarily any more equitable than within state system, may work to reinforce and open
up new inequalities. In the first place, transnational civil society is pluralistic, encompassing awide range
of social movements, formal political associations, and economic forces and interest groups. It is
manifestly wrong to believe that the forces within transnational civil society pull in one direction. Many
actions and actors within transnational civil society are profoundly illiberal and destructive, involving,
for example, the privatization of violence, transnational criminal activity, private trade in weapons, the
increasingly thin line between criminal and socia violence. There is atendency amongst critics of
globalization to take a benign view of transnational civil society and to see "emerging social forces asthe
counterweight both to hegemonic liberal capitalism and to inequalities of state system. Y et such ablack
and white image is unhelpful: transnational civil society can aid the flow of anti-liberal ideas as much as
the promotion of justice and equality: religious fundamentalism and Rupert Murdoch are, after all, as
much a part of transnational civil society as Amnesty or Greenpeace.

Second, many groups within transnational civil society are the product -- direct or indirect -- of state
action and cannot be understood outside their relationship to states. Thus the politics of transnational
civil society is centrally about the way in which certain groups emerge and are legitimized (by
governments, by institutions, by other groups). As we have seen, assumptions about the transmission of
knowledge and ideas across boundaries are often viewed as the diffusion of knowledge through
‘epistemic communties. Y et neglected here is the issue of whose 'scientific knowledge' becomes critical,
through what channels, and with what relationship to states and state power. All too often unexamined
are the links that exist between influential epistemic communities and particular institutions and
particular groups within society.

Third, transnational civil society needs to be viewed as a fragmented and contested arena. Thus we
cannot ignore the unequal political voice and influence accorded to different NGOs - in the international
context we might compare the effectiveness of Northern as opposed to Southern NGOs. Even more so
than with domestic interest groups, there is areal issue of accountability which is often ignored in respect
of NGOs who are often not accountable to any broad grouping or political process. As some aid-giving
states try to bypass governments and channel assistance through NGOs, these questions become all the
more important.

Conclusion

Globalization is profoundly affected by inequalities among states, regions and non-state actors. This fact
Is underplayed in liberal interpretations of globalization, which offer afairly optimistic account of

file:///C|/Website/Globalization and Inequality.htm (15 of 21) [30/01/2001 12:53:22]



globalization and which skate far too quickly over four significant problems: the capacity of statesto
bear the costs of adjustment of globalization; the need for institutional reform to manage globalization;
the values which are to underpin the new global system; and the fact that not all states and groups will be
‘winners from the process.

This article has analyzed these four “problems’ with the liberal globalization thesis. Varying state
strength, it was argued, affects states' capacities to adapt and to benefit from globalization. On the face of
it, the powerful benefit, and the less powerful lose out. For this reason, globalization has always been a
contested process - asillustrated by developing countries' attempts to use political power to limit the
activities of foreign investors (as they have done respectively vis-a-vis MNCs, international commercial
banks, and now portfolio investors). Y et some countries, such as those of East Asia, have succeeded in
controlling the impact of globalization on them, in spite of their size and lack of power in the
international arena. Here a crucial factor in their success has been the domestic strength of governments.
With a high degree of domestic control, East Asian governments have been able effectively to control
and adapt to integration in the global economy. But domestic strength is itself not just a function of
domestic circumstance. East Asia also provides an example of how isit that domestic political strength
has been forged as aresult of strategic insecurity (post-war Japan, Korea, Taiwan and Singapore each
had security fears which were trandated into a national imperative of economic growth), and of course
geostrategic position (US interests and investment in these countries which were seen as a bulwark
against communism). The insight here is that domestic and international factorsinterplay in determining
a state's capacity to control itsinsertion into global economic and political processes.

International institutions are the solution to new problems and issues which arise from globalization,
viewed by liberals asfairly neutral, problem-solving organizations. However, we have stressed that
Institutions are also arenas of power and influence in which it is usually the powerful who make and
break the rules. Here we emphasized that globalization plays into existing power political relationsin the
international system. The standards of economic and political reform which are emerging both at the
international and regional levels are overwhelmingly formulated by a small group of powerful states. A
different, larger, group of less powerful states are expected to accept these standards as conditions for
their entry and access to economic and political favour.

The analysis of international institutions is developed in the paper into a broader view of what
globalization in an unequal global system means for international society. Here we posed three
guestions: Whose rules govern the society?; What is the scope of the rules?, and How are the rules
enforced? The answers to these questions suggest that globalization will not lead to the progressive
global enmeshment heralded by liberal analysts. Existing inequalities make it more likely that
globalization will lead to an increasingly sharp division between “core' states who share in the values and
benefits of a global world economy and polity, and "marginalized' states (some of which are aready
branded “failed states).

Finally, globalization, it is often claimed, is creating anew "transnational civil society’. The growthin
non-state economic, political, and social linkages among societies leads some liberal analysts
enthusiastically to point to the empowerment of NGOs and the like. The thesis is attractive to supporters
of Greenpeace and Amnesty International, but overlooked is the fact that the activities of other non-state
actors - such asterrorist groups - are also facilitated by globalization. And there are two further problems
with empowering non-state actorsin an uncritical way. In the first place, these groups are not necessarily
representative, nor politically accountable. It is unclear how we should sguare enthusiasm for the rise of
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NGOs and non-state actors with a concern for democracy. In the second place, the rise of such groups -
for example, islamic fundamentalist groups in the Middle East - can swiftly erode the order and political
stability of often fragile and tenuous, but elected governments.

In summary, the loss of autonomy associated with globalization falls unevenly with powerful states
better able to insulate themselves: by adapting domestic state structures to new constraints (and
opportunities); by dominating the regimes by which interdependence is managed; by being able to
compete more effectively within global markets; or by developing strong enough state structures to
control interdependence (including even the diffusion of ideas and values. cf Singapore and China).
Those states that are able to resist 'internationalization' will emerge as far more powerful than those that
fail to do so. Globalization is a process the nature and impact of which are vastly influenced by
inequalities among states.
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