MODULE 14:

GLOBALIZATION, DEPENDENCY THEORY AND WORLD SYSTEMS THEORY: A BRIEF CRITICAL REVIEW

 “That so many of us took the concept (of globalization) on board so uncritically in the 1980s and 1990s, allowing it to displace the far more politically charged concepts of imperialism and neo-colonialism, should give us pause.” (Harvey, Spaces of Hope, p.13).

In this module I want to bring together some of the more important critical points that have emerged in our discussion of the globalization and dependency writings we have been looking at. I will also try to provide an interpretation of them drawing on a seminal contribution to the literature on historical geographical materialism, David Harvey’s essay on the geopolitics of capitalism. I assume a familiarity with the readings we have been looking at, so my discussion is necessarily brief.

The Globalization Literature

One way of thinking about the (immense) literature on globalization is in terms of how it has changed over time. Very crudely, for example, there was an earlier wave that emphasized a virtually unbridled capacity for mobility on the part of capital. This, it was argued, had undermined the ability of the state to implement policies protective of labor’s standard of living. It had placed states in a competitive position one with another resulting in a ‘race to the bottom’ as they tried to improve their ‘business climates’ by repealing or drastically reducing the scope of welfare state legislation. Likewise respective workers’ movements were encouraged to make wage concessions on pain of plant closures and relocation of production capacity to seemingly unfathomably deep low wage reservoirs in the third world.

A second wave of literature, however, gave cause for some doubt. This was a literature which pointed to the overgeneralization implied by capital’s hypermobility. People like Hirst and Thompson pointed to the continuing, and overwhelming, importance to MNCs of respective ‘home bases’ and how MNCs were embedded in them. Storper provided a more analytic approach to this question pointing out how and why firms were, as he put it, still significantly ‘territorialized’ in their operations. Among other things he emphasized the importance of new products and the tendencies not just for those firm operations important to the development process to be territorialized but also for the, initial, at least, territorialization of the production process. It would only be subsequently that labor processes would be simplified so that dispersion could take place once other conditions were satisfied, like the growth of firms to the point at which they could disperse production through penumbrae of branch plants in a relatively risk-free fashion.

These arguments have acquired some additional force through work on ‘new industrial districts’ like Silicon Valley and the much-vaunted ‘Third Italy’. Through their emphasis on vertically disintegrated firm structure, the exploitation of external economies of scale, social learning and new product development, these have been seen as the harbingers of a new post-fordist mode of regulation or regime of flexible accumulation. The context for these claims has been the collapse of so-called ‘fordism’ and with that collapse the threat to working class living standards. Flexible accumulation is seen as one answer to this challenge and the fact that vertically disintegrated firms that are dependent on external economies results in a degree of embedded or what Storper would call ‘territorialization’ adds to their attractions from that standpoint: i.e., not only are firms able to redistribute some of the profits they appropriate as a result of their ‘super’ nature; their embeddedness means that they cannot avoid worker demands by moving elsewhere and substituting other workers.

A major difficulty with all these arguments, however, is the particular concept of capital that they assume. This is what I called back in Module 8, an exchange relations concept. According to this view what is crucial to understanding exploitation is the particular balance of advantage in the bargaining relation between capital and labor. This varies over time. Under ‘fordism’ it was a relatively equitable one. But since the collapse of fordism and the discovery of new powers of mobility on the part of capital, first world labor has seen its wages driven down on pain of unemployment. This is in contrast to the Marxist view of exploitation of the working class as structurally given, as rooted in the monopoly in ownership of the means of production on the part of that minority with money capital. 

As it is, the literature on globalization, critical or otherwise, lacks virtually any reference at all to surplus value or to the value of labor power. One might be more sympathetic if the pressures resulting from globalization were interpreted as an attempt by capital to redefine the value of labor power (part of Marx’s ‘historical and moral element’); that, in other words, there was some effort to assimilate claims about globalization and its effects to an understanding rooted in the classical Marxist categories. But there isn’t. And it is not just the replacement of concepts of exploitation rooted in production relations by ones rooted in exchange relations. It is also that a more conjunctural concept replaces a more structural concept. Exploitation is linked to the changing bargaining relation of capital and labor therefore to the changing circumstances of time and place, like the supposed quantum-leap in globalization since the early ‘70s.

There is another difficulty with at least some of the arguments in the globalization literature. From a policy standpoint salvation in confronting the challenge of globalization, of radically de-skilled labor processes and the possibilities of relocation that they open up, lies in the development of new products. These can provide quasi-monopoly profits which then, in virtue of the embeddedness of firms engaged in their development and production, can be shared equitably with workers.  The problem with this argument, however, is that it assumes that cost-competition can be dispensed with altogether, to be replaced by a world in which product competition is the only form in which capitalist competition occurs.

What this overlooks is that: i) product competition can only occur in the context of conditions laid down by cost competition; ii) product competition inevitably gives way to cost competition as imitation occurs on the part of other, less successful (in product competition terms) firms. The last point is the more obvious one. Once imitation occurs and competitors producing the same product enter the market, then firms have to compete in terms of costs. The first one, however, is a little more subtle. But note that: a) entering the market with new products assumes that there are workers available; and b), that there is an effective demand for them. Cost competition provides for both of those conditions. It is through cost competition that workers are expelled from the production process and become available for hire by those producing new products. And it is through cost competition that real wages increase so that people can afford the new products. Cost competition works through reducing socially necessary labor times. Values and therefore real prices fall. Assuming that average nominal wages remain constant (and wages are always, as mainstream economists urge, ‘sticky downwards’) then disposable incomes – again on average, and ignoring differences between different positions in the technical division of labor – increase. But as far as our immediate concern with the globalization literature is concerned, this means that a brave new world based purely on product competition and rising incomes everywhere just is not possible.

Dependency Theory and World Systems Theory 

Despite Brenner’s (1977) critique of dependency and world systems theory they continue to influence thinking about uneven development and also about its politics. This is evident in at least two ways. First, there is the interest in commodity exchange and the unevenness in bargaining relations that it implies between, say, supplier firms selling under relatively competitive conditions and firms buying from them under more monopolistic ones. These differences may also correspond to different degrees of ‘value added’ to the commodity as it undergoes its various stages of ‘processing’.

In his discussion (NLR) of the new global division of labor in the production of tropical commodities and minerals Robin Murray has made use of exactly this idea to help shed light on uneven development between those countries where the major MNCs are headquartered and those where the actual production takes place. What Murray has observed is the way in which the MNCs have tended to divest themselves of the actual production of the copper, bananas, coffee or whatever, leaving that to producers, sometimes peasant producers in the case of agricultural commodities, in less developed countries. But at the same time they have retained the more lucrative stages in the production process such as geological exploration and mineral assay, the development of improved seeds and fertilizer-pesticide packages and the distribution of the finished product. Their advantages in the appropriation of value are increased by the fact that they often face numerous, highly competitive suppliers whereas their positions as buyers is at least oligopolistic. The interest of sociologists in ‘commodity chains’
 and the relationship between different positions in those chains and ‘development’ testifies to the same enduring influence of these ideas.

A second way in which these ideas about dependency and unequal commodity exchange – both rooted, of course, in concepts of capital as an exchange relation – is evident is through the continued and quite correct fascination with the difficulties faced by less developed countries in achieving self-generating, autonomous growth. These are difficulties which are attributed to the fact that they exist in a world where there are already more developed clusters of capitals elsewhere which have overwhelming competitive advantages in terms of the development of the productive forces and which will call on the state to ensure that any development that occurs elsewhere in the world is to their advantage and not disadvantage. This is the significance of the Amsden article on industrialization in South Korea and the way in which the development process was orchestrated by the South Korean state: using the nationalized banking system to allocate credit to those branches deemed capable of making an assault on world markets; using the same system to limit capital flight; shifting sectoral emphasis over time in order to foster a process of industrial learning; resisting pressures for democratization so as to maintain wages at a level where accumulation could continue at a rapid pace; and generally discouraging the investment of multinationals whose vision of South Korean development would, in all likelihood, have been different from that of the South Korean state.

The recent contributions of Wade and Veneroso are important because they signify the problems that industrializing countries are likely to confront if they ignore the need to regulate all their economic relations with the outside world. Conventional dependency theory and world systems theory emphasized the role of commodity exchange and the importance of regulating that trade through restrictions on imports and export drives, as in the South Korean case. But a major form of globalization has been financial: the breaking down, since the early ‘seventies of those barriers impeding the flow of money across international borders, with the result that international financial flows have increased enormously. According to Wade and Veneroso, the mistake that the more recent crop of newly industrializing countries in the Far East made (Thailand, Indonesia, the Philippines, Malaysia, in particular) was an increasing reliance on external, short-term, loan finance. 

This needs to be grasped in terms of the peculiarities of the particular ‘East Asian model’ of development that those countries were pursuing. This is a model that depended, among other things on a high ratio of debt to equity; as a proportion of the value of their assets firms were allowed to borrow to a degree unimaginable in Western European or North American contexts. This makes economies very vulnerable to shocks that depress cash flows or the flow of loan finance from the banks. In order to protect them from these shocks cooperation is needed between the state, banks and the firms doing the borrowing. This cooperation assumes the form of state support for firms and banks that perform in accord with the state’s development goals. So, for example, firms will be awarded investment incentives to the degree that they manage to perform well on export markets. In addition states sought to buffer firms and banks from the dangers implicit in the high debt to equity model by putting restrictions on their ability to borrow from abroad. It was the relaxation of these restrictions and increased overseas borrowing that destabilized the model and led to financial crisis and vulnerability to the demands of the IMF. These included conditions that could only work to the advantage of Western MNCs. Financial sectors had to be opened up to takeovers by Western banks, for example. The running down of domestic demand pushed firms to the brink and made them attractive targets for purchase by Western MNCs. At the same time as foreign banks moved in so they imposed their own rules regarding the ‘correct’ relation between debt and equity and so threatened the East Asian model. The fact that they would be responsive not to an East Asian government but to their headquarters in London, Frankfurt, Paris or New York further threatened to undermine that model and so make the creation of a self-generating, relatively autonomous economy that much more difficult. Rather they would continue to be dependent on decisions made elsewhere in the world and in accordance with the priorities of those same agents, not those of domestic firms or governments.

Globalization, Dependency Theory and World Systems Theory: An Historical Geographical Materialist Interpretation

Stimulating as many of these arguments and claims are, their rootedness in exchange relations concepts of capital calls for a re-interpretation. If we assume, along with Marx, that it is production relations that are crucial in understanding capitalist development, just what are we to make of these writings? What significance do they, and the events they are calling attention to, have?

Harvey’s geopolitics of capitalism is a useful guide and stimulus here. For Harvey has always adhered to that production relations concept of capital which I believe to be true to historical materialism. He has, at the same time, shown how that viewpoint can be spatialized in provocative ways: how geography makes a difference to the unfolding logic of capitalist development. One of the things that is stimulating about commodity chains and their politics, dependency theory, the sorts of analyses undertaken by Wade and Veneroso and the globalization theorists, is that they do indeed draw on geography: on the relations between states and between states and wider geographies of commodity flow, in particular. So how can these arguments, the events they refer to, be re-interpreted so that they make sense in terms of Harvey’s geopolitics of capitalism?

The crucial point of entry here is the emphasis Harvey gives to territorial coalitions and the conflicts they enter into. He has emphasized their scale independence but it is territorial coalitions that emerge around nation states that are particularly relevant to evaluating the globalization, dependency, and world systems literatures. One of the questions asked in class was about globalization as an ideology. That it has been pushed as a program by the United States, homebase of firms which enjoy considerable productivity advantages over those domiciled elsewhere is no coincidence. By opening up other economies to their exports and even opening its own economy up to imports from other countries [with exceptions] American firms, on the whole, have little to lose and everything to gain. And to the extent that barriers to exports of their products persist, then have a stake in opening up other countries to their investments. In this regard the position of American firms with respect to ‘globalization’ is much like that of British firms in the nineteenth century and their embrace of free trade.

The East Asian model which is the bone of contention with the US and the IMF in the articles by Wade and Veneroso should likewise be understood as the ideology of territorial coalitions: a coalition consisting variably of national governments, and capitalist interests – to the degree that they existed prior to government development policy. Development in the Western sense – development of the productive forces – was seen as important for a variety of reasons by East Asian states. Not the least of these, particularly in the case of Taiwan and South Korea, was to provide the industrial base through which national security could be enhanced. The high debt to equity model that Wade and Veneroso identify as central to the East Asian model, along with the high level of cooperation between borrowers and banks, all orchestrated by the state, was also justified as the means of developing and raising the living standards of all, although, of course, the benefits would flow to some much more than to others and at the expense of the vast mass of the population. 

� I have put ‘processing’ in scare-quotes because what creates the extra exchange value may be more symbolic than material, as in the addition of a widely recognized brand name.


�  As in the work of Gary Gereffi.
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