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the ways in which international order is achieved. This can occur
through a number of means, but one way relevant to our discussion is
through the emergence of a hegemonic power. Hegemony is basically
seen as the ability to make and enforce rules in the international order,
an ability which itself is secured by the possession of sufficient material
resources to enforce rules on others (Keohane 1984). In the era of glob-
alization, much of the literature assumed that US state hegemony was in
decline, and being replaced by some form of transnational hegemony, in
which states were just one form of power among others.

This view of hegemony tended to mirror closely much of the main-
stream and critical globalization debate, in that an era of state sover-
eignty and US hegemony was said to be in decline, and replaced by an
era of globalization and transnational hegemony (Robinson 2004). This
view not only under-estimated the continued importance of state and US
power, but also downplayed the ways in which US hegemony was
secured through means other than hard, military power. This led to a
more subtle understanding of hegemony, in part derived from the work
of Marxist theorist Antonio Gramsci (1971), which focused on the ways
in which dominant states secured their primary position in practice. This
of course was in part through force and coercion, but it was also through
the use of powers of persuasion and the construction of consent. Liberal
advocates of US hegemony called this ‘soft power’ (Nye 2005), while
neo-Gramscians tended to focus on ideological constructions of US hege-
mony (Cox 1987).

As we will see, these views are not unimportant. But they need to be
supplemented by a greater focus on the ways in which hegemony is con-
structed both materially and ideologically, and on the contradictions that
emerge out of these processes. What this means, as will become clear, is
that hegemony is constructed through ideological processes which them-
selves cannot be separated from concrete forms of class and state for-
mation in different parts of the world. Chapter 9 develops this theme in
detail, where it is suggested that dominant classes and state actors in
many parts of the world have actively bought into a US-led, neo-liberal
international order, and that there are concrete benefits to be gained
from doing so. Of course not everybody benefits, but it is mistaken to
assume that dominant classes in the other developed countries, and in

much of the developing world, reject a US-led neo-liberal order. On the
other hand, they may well reject aspects of that order, and it could be
argued that since 2001, US hegemony has been partially eroded by the
naked unilateralism and militarism of US foreign policy. But at the same
time, this does not mean that ruling classes and state elites in the rest of
the world reject neo-liberal capitalism wholesale. In contrast to much of
the literature on US hegemony, the position taken in this book is that US
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hegemony has actually intensified, and not declined in the post-Cold
War, qeo—liberal order. Having said that, there has been some erosion of
US hegemony, as opposed to dominance, since 2001, but this largely
amounts to a challenge that accepts the basic, neo-liberal parameters of
US hegemony, as opposed to an outright rejection.
In this account then, US hegemony is closely linked to neo-liberalism
Briefly, neo-liberalism can be regarded both as an ideology propagated'
by advocates of free market economics, but also as the dominant form
of cap%tal accumulation in the modern world. US hegemony has played
a crucial role in promoting neo-liberalism as both ideology and the
current form of capital accumulation, in that it has led the way in pro-
moting the shift from fixed to floating exchange rates, the elimination of
capital controls, and the liberalization of trade and investment rules
This has become the hegemonic form of social rule in the world toda :
because, with the exception of East Asia, dominant classes in other coun)j
trie;s ha\{e largely accepted the need for such policies. Indeed, even in East
Asia, this is changing. This suggests then that hegemony silould not be
reg'flrde.d as a simplistic zero-sum game, in which one nation-state or
region increases its powers of consent or coercion at the expense of
another. As will become clear, US hegemony has important sources of
sFrength and weakness, but these must be analysed in terms of coopera-
tive as well as conflictual relations with other states and regions. g
None of this means of course that neo-liberal or US hegemony goes
unchall§nged, but it does mean that such challenges occur from social
fand political movements committed to far more radical social and polit-
1<?al chal}ge, who are unconvinced that neo-liberalism is the most effi-
cient or just way of satisfying people’s needs throughout the world. And
this point leads us on to the question of development. .

Defining Development

Defining development is not perhaps as straightforward as it may first
appear. Any standard account must accept that ‘development’ usually
referred to something that primarily took place in what used to be called
Ehe Third World, particularly in the context of the period after 1945
D(?velopment’ thus usually refers to something that occurs in the devel:
oping world, describing the processes by which poorer countries catch
up with richer, developed, countries. One of the more important histor-
1§al reflections on the idea of development has challenged the assump-
tions that development is a post-1945 creation that applies largely to the
developed world. Cowen and Shenton (1996) suggest that although not
used so explicitly before 1945, the idea of development has its roots in
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older debates about modernity and progress that stretch back at least to
the eighteenth century. Insofar as their approach applies to current
debates, they also make an important distinction between immanent and
intentional development. The former is essentially defined as the spon-
taneous development of capitalism, based on development of the pro-
ductive forces (technologies) which is rooted in the competition between
capitals. Intentional development, on the other hand, is defined as delib-
erate action designed to control the contradictions and problems that
arise out of immanent development. This action is located in the activi-
ties of various agencies, including states and civil society organizations.

These definitions usefully distinguish different understandings of
development, something that is increasingly important in the context of
the increased turn away from social theory, historical sociology and even
radical political economy in much that now passes for development
studies. Indeed, some critics have regretfully suggested that development
studies has effectively made its peace with any critical account, not only
of capitalism, but even of neo-liberal capitalism (Payne 2004; 2005).

On the other hand, there are some problems with the distinction made
between immanent and intentional development. In particular, in sepa-
rating the immanent development of the market from the intentional
development of the state, Cowen and Shenton come perilously close to
repeating the fallacies of neo-liberalism, which assumes that states and
markets can be separated in this way. As those influenced by Marx
(1976) and Polanyi (1944), and any number of classical sociologists
contend, the idea that ‘natural’ markets can be so easily separated from
‘political’ states, is highly problematic. It is a fallacy repeated by much
of the literature on globalization, which assumes that the fact of global-
ization (or the natural market) has an impact on states, but it is a strange
separation to be made by two writers who owe considerable allegiance
to Marxist thought. Indeed, as we will see in Chapters 2 and 5, the idea
that there are separate economic and political spheres is one that is
rooted in capitalist social relations, and Marxists interrogate the ways
that this separation is rooted in these historically specific relations
(Wood 2002). They do not take such a separation for granted.

These abstract points have important implications for understanding
post-war development, and the shift away from the developmental to
neo-liberal states. For while it is true that development has a history
prior to 1945, it is also true that it emerged as a far more prominent idea
in the context of the emergence of newly independent sovereign states in
the years after 1945 (Hewitt 2000). The former colonies, and poorer
countries in Latin America, committed themselves to a consciously

directed process of capitalist development (Kambhampati 2004). The
main strategy for promoting catch up with the developed world - in
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other words, development — was import-substitution i ializati
(ISD). Under ISI, states directed procl:)esscs of indusz—i;?dél:\t;fohzrizr??
usually along capitalist lines (even when socialist ideas inﬂuencerc)i st t’
leader.s;). As Chapter 3 shows, this was done through a process of stZt:
fostering of industries, through subsidies, tariffs and import controls
designed to protect domestic producers (whether locally or foreign
owned) from competition from cheaper imports from overseas (Kiégl
1?98). In this way, intentional and immanent development was com)j
bined. Such a strategy was hardly exclusive to the Third World after
1 945 R as.th_e developed countries protected themselves from foreign com-
petition in the pre-1914 period (see Chapter 2). sreem
Crucially for the argument that follows, this era of post-war develop-
ment has been increasingly eroded since the shift away from neg-
I.(eyneslan, state-directed capitalist development, to one based on neo-
liberalism (Toye 1987; Leys 1996; Kiely 2005a). This shift occurred i
thg .developmg world from the early 1980s, with the onset of the debI;
crisis (see Chapter 4). This crisis laid the foundation for a new set of
PO]ICICS desxgned to increase global competitiveness, including trade and
investment liberalization, and in an increasing nu;nber of cases in th
199.05, the remoyal of controls on the movement of money ca itale
While much of this was externally enforced in the 1980s, by the 11;908'
Fhere was considerable support for policies designed to inérease compet-
;tlvenelis among powerful groups within the developing world - whliDch
. . >
tis:) I\:/ael Oizirjseen, reflected growing neo-liberal hegemony in the interna-
By the turn of the twentieth century, there was i
for the idea that globalization provid}zd the best ;C;I;sngfrr;izsgpg;
development of the former Third World. Considerable evidence was pre-
sented to suggest a decrease in global poverty, and the rise of China pthe
most populous country on Earth, seemingly backed up these claims ,Th
mainstream development debate had supposedly moved on from ne<.)-libe—
erahsm.to~ one where a taken-for-granted globalization, combined with
domgstlc institutional changes in poorer countries, provi’ded the basis for
sustainable development in the poorer countries. In practice however, th
parameters for this globalization had been set by the neo—liberalisr; o;
the 1_980s, and in most respects represented a continuation of this era
.Thl_S begged the question of the relationship between neo-liberal loB—
allzatllon and development. For it was also clear that in terms of sgocial
que'sgons.such as poverty, inequality and participation in social and
political life, development was a genuinely global issue that applied to
the so—ca_lled developed as well as developing countries (Sen 1959) But
equally, it was far from clear that, like the East Asian miracles that‘ rl;-
dated it, China had become a success story (itself an issue of content?on)
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through the adoption of neo-liberal or ‘globalization friendly’ policies. In
short, the rise of China reflected a much older debate about the ways in
which developed capitalist countries had actually achieved developed
status. The likes of Germany, the United States and France had achieved
catch-up with Britain through the adoption of protectionist policies — in
contemporary language, they had adopted markedly ‘globalization
unfriendly’ policies, just as the first-tier East Asian newly industrializing
countries did later in the 1960s through to the 1980s (Chang 2002).
What is equally clear in the current era of neo-liberal globalization, is
that these kinds of policies are increasingly undermined by the rise of
neo-liberalism as a new form of social rule — and indeed, this may be
accepted by dominant actors in the developing world, but for them it is
also increasingly irrelevant. Moreover, as we will see, China’s rise is quite
ambiguous in terms of these debates, but we will also see that its own
miracle has implications for other developing countries, not all of which
are necessarily as positive as ‘pro-globalization’ advocates suggest. For
all these reasons then, the case made for neo-liberal globalization as an
opportunity for renewed development has its problems, as Chapters 7
and 9 contend. Seen in this light, attempts by the hegemonic power to
police the neo-liberal international order, and incorporate ‘failed’ and
‘rogue’ states into that order through development, are problematic at
best, and counter-productive at worst (see Chapter 8). The relationship
between globalization and development is therefore one that is full of
contradictions, which reflect the continued realities of a US-led, imperi-
alist international order.

What should be clear by now then, is that all of the definitions dis-
cussed so far — of globalization, imperialism, hegemony and develop-
ment — relate in some way to each other. What is perhaps less clear,
although we have already hinted at some of the different contentions, is
the politics of each position. Indeed, I have already suggested that at its
worst, the concept of globalization essentially depoliticizes highly con-
tentious, and therefore highly political issues. While imperialism and
hegemony are perhaps more explicitly political issues, it is also the case
that it is perfectly possible to recognize that these exist, but completely
disagree on the implications of their existence — as we will see, some may
regard imperialism and US hegemony as benign, and some may see them
as malign. Often (but not always) the divide reflects a particular position
taken on the relationship between one or more of the concepts and how
they relate to development. Thus, those that see US hegemony and glob-
alization (and even maybe imperialism) as benign, tend to argue that
they are also good for the development of the South, or former Third
World. Others argue that US hegemony is bad, precisely because it pro-
motes a form of globalization that hinders development in the South.
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What 1 am suggesting, then, is that we not only need to define the
cepts,. bflt we need to identify particular positions on globalizatc' o,
imperialism, hegemony and development. Indeed, it could be argued lgn’
these positions also influence how the concepts are defined Ingtlit ; lit
stantive chapters that follow, specific debates are examine;i H weven
these debates and political positions can broadly be categoriz'ed ig:vever,
of the three' positions I now plan to outline. This is not always th Case,
and I identify some qualifications below. But broadly spea}l’dn ) C}?SC’
accounts correspond to at least one of the arguments in each gin or
anq usually two or three of the arguments. They are not nec aPt_fifs
entirely mutually exclusive, and nor is there one single version esfsan}};
argument, .and undoubtedly something is lost in the detail in reoe in
them in this way. But this presentation is also useful, as it wiﬁ hs lnmlllg
re_ader to make links from the specific arguments in f’:ach cha teretp the
wider, general assumptions about globalization, imperialism Il)le hony
and dgvelppment. These three accounts come under three h’ead'gem?n'y
globallz.?'txon as a win-win situation; (ii) globalization as a e
game; (iii) globalization as uneven development. In each case ch:sreo :(;]srln
, -

f1 O guments abOut 1mperi
p llsm, hegemon and

Globalization as a Win-Win Si ion: Di i
Development ituation: Diffusing

This argument is i
most closel i i i
e WaShingifois‘s:ocnated v;nth geo-hberalxsm (and the
: : - onsensus), and it closely parall
nd shin : els the
i;ber?] 1m5>er.13hsm that is discussed in the next chapter. The basic argu
e i . :
eacr}ll srtr;a;e ea‘ljso t}txatt };:veryone canl win from globalization provided that
pts the correct policies. This inv i ing I
ach : . olves increasin
tion into the international e S alizes
conomy, so that each countr ializes i
nto th . specializes in
exercising its comparative advant i !
: age — that is, each count iali
in producing those goods or servi it can RO
ervices that it can prod ici
j# producing ¢ 00ds or servi produce most efficiently.
y specializes in this way, then on
A e country can exch
the surplus of those i : ¢ ols of
goods it produces most efficiently, f
‘ A y, for the surplus of
nother country’s comparative advantage. Thus, both output ixI: each
co%l‘rﬁtry and world output are maximized.
. te thehory of compargtive advantage is derived from the work of the
t?e eentd —cer:jtury classical economist David Ricardo. This theory
attempted to develop Adam Smith’ i '
s observation that a cou
At : ntry should
rot g;(}))(:sc:hg good that it fcould buy more cheaply from abroad. Ricardo
is argument further with the su i :
ggestion, based on a two-
sector/two country model, that even in cases where one country has an
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initial absolute advantage in both goods, each country would benefit by
specializing in producing one good and exchanging with the surplus pro-
duced by the good in which the other country had a relative advantage.
In his famous hypothetical example, Portugal had an advantage in both
wine and cloth production over England, as it used 90 labour hours in
making wine (compared with England’s 120) and 80 hours in making
cloth (compared with 100 hours in England). Even though Portugal had
an absolute advantage in both, it still made sense to specialize in wine
production, leaving England to specialize in cloth. This was because it
was relatively better than England in wine production and so should con-
centrate on in that sector, leaving England to concentrate on cloth, and
leaving each to trade their surplus wine and cloth with each other. In the
process both would be better off through such specialization {Ricardo
1981: 133-41). Any trade deficit in one country will have the effect of
leading to a fall in export prices relative to its import prices, which
would increase the competitiveness of exports (and increase export
values) while simultaneously increasing import prices (and thus the
exports of trade-surplus countries). Adjustment will therefore be auto-
matic, and although there may be some short-term difficulties, in the
Jong run markets will clear and full employment will be restored. This
theory was further developed on the basis of the idea of comparative
factor advantages, so that the relative abundance of a particular factor
of production (land, labour or capital) will generate low costs and there-
fore specialization based on one or more of these factors. Thus,
according to this ‘Hecksher-Ohlin model’, labour-abundant economies
will specialize in labour-intensive production, until at same point factor
endowment prices will be equalized across the world (Ohlin 1933).
Ricardo argued that this scenario rested on three preconditions, which
were full employment, capital immobility and similar capacities to
produce goods for the world market. Full employment would be guar-
anteed as markets cleared, so that effective supply is always effective
demand. Ricardo also argued that if capital were mobile, and could
easily move from one country to another, then the result would not be
towards equalization and equilibrium in the world economy, but rather
towards uneven development. Trade occurred precisely because invest-
ment was immobile, but if this was not the case, then (to return to his
example) capital would move to Portugal in search of higher profits,
thus leading to expansion in Portugal and contraction in England. In this
scenario, given the lower costs of production in one particular location,
investment would tend to concentrate in that region, thus lowering costs
and increasing competitive advantage, even when wages increased, as
these could be more then compensated for by improvements in tech-
nology and hence productivity increases. And this in turn would mean
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that countr;(es woul_d not haye similar capacities to produce goods for the
world market. This is a picture closer to the third position 1i
world outlined
Clearly, in thelera of contemporary globalization, at least one of these
assulmptlonsb no longer holds, which is capital mmmobility. This is partic
Ejar y trlclle ecause reduced transportation and communications costs

;vel (rina e capital more mobﬂe. However, neo-liberals argue that this
should not ﬁgtt'er and indeed 1t can work to the advantage of developin
c((;untnes. flf is because capital can move from high-cost areas to 1taakg
advantage of lower costs in the i i X

of poorer countries. Provided th
(open) policies are pursued, de i i ise. thesr
PO ‘ , developing countries can 1 i
(competitive) advantage because th e retntoread
ey have lower costs. This is rei
by the return of smaller-s i  both Geameoecd
-scale businesses, whi
et , which are both ‘leaner’ a
n
an;{'elffflc1ent th;n large and cumbersome companies. Although this Wiﬂ
initially mean  that they. concentrate in labour-intensive sectors, the
increase in investment W}]I provide the funds to allow them to u ,rad
nto morg cgpxta]-mtenswe sectors (Balassa 1989). This is som[;%im .
assoc ‘tlyi ? i . or
nesv:::l laFed w1t.h Fhe flying geese model, in which Japan and first-tier

: y in clilstn.ahzmg countries (NICs) in East Asia upgrade to highe

. . r-

;r:\] (;xethirso ﬁcthn, shedding tl}eu’ lower-value, labour intensive secgtors
allowing the next tier of NICs to concentrate production in

these sectors. production In

Conte i
e thl:};c;:z‘a?}rocages (l)f (neo-liberal) globalization are thus upbeat

1al for development and conv
' dev ' ergence between rich a
g;)(;)‘fi ;:;rtl;rlfstilGlol;ahzatﬁon constitutes an opportunity for the lattrel;l
at they adopt the right policies, whi i ,
which effectivel

that encourage specializati ice rade and imvest

1zation. In practice this m i
ment liberalization, with i T ool ivest

the prospect of fi ial li izati
fent liberalizatio > Wit : nancial liberalization in the
. 1dence is provided to back u i

: these clai d
advocates of globalizati j ' d to noo-liber,

1 ion — and not just those i i
acvocal . t jus committed to neo-liber-
o ::gue that this current period is a return to earlier periods of
globaliz 1qn2, OS(]).lCh as thfit from the 1880s to 1913 (Sachs and Warner
verge,n c:i;ltw 2). In this aclc)ount, globalization is said to promote con

een countries, but this was inte i

1 rrupted by th
ve ' y the years of rel-
ti0;1161y closgd economies, from 1914 to 1945 (or 1982) S}c,)me limfte;

rots ?e i entified, including the double standards of First World
fhr ec 1or;11sm, but the hope is that current commitments
ough the World Trade Organization) will encourage lib
those sectors too. e
Although neo-lib i
-liberals often clai ili
that e | claim hqsnhty to the state, they also argue
ot e zation to continue in this way, there needs to be a benev
monic power. The United States i .
e hegemon Uni ates is regarded as such a pow
ates of glo e
globalization (Lal 2004), although there is some

(above all,
alization in
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concern about the increased unilateralist direction taken since 2001
(Kaldor 2003). Some parallels are made with the benevolent hegemony
of British liberal imperialism from the mid-nineteenth century, with its
commitment to the expansion of free trade throughout the international
economy. In this scenario, the US plays the role of benevolent hegemon,
policing rogue and failed states that challenge the commitment to open-
ness generated by states incorporated into the international community.
This incorporation expands the liberal zone of peace, in which commer-
cial relations between states replace older relations based on war. This is
because international openness expands interdependence so that each
state has a vested interest in not waging war on other states (Kant 1983;
Cobden 1903). This is reinforced by growing financial and productive
integration (Giddens 1999; Friedman 2005a, 2005b), of which the latter
at least is part of the contemporary era of globalization, with the result
that liberal states do not go to war with each other, something that is
reinforced by the accountability of governments in an era of growing
liberal democracy (Doyle 1983; Russett 1990). Liberal internationalism
committed to neo-liberal expansion is thus progressive, but it requires
considerable leadership from a progressive hegemonic state. For some
advocates of this point of view, the more openly unilateralist adminis-
trations such as that of George W. Bush are regarded as liberal interna-
tionalist, even if some advocates of liberal expansion are concerned at
the means by which that particular administration was committed to
such ends. This is because globalization represents new challenges, par-
ticularly in terms of global terror networks committed to fundamentalist
resistance to the progressive globalization of liberal internationalism.
There are considerable differences between US hegemony and the
British hegemony which preceded it. The latter was committed to formal
colonization, while the former since 1945 has supported the expansion
of sovereign states. Although there are one or two contemporary
thinkers who come close to advocating a return to colonialism as well as
Empire (Ferguson 2003, 2004; Cooper 2002; Boot 2003), most prefer
the US (or in Cooper’s case, an alternative hegemonic power) to exercise
hegemony by less formal means. The key similarity, however, is support
for the expansion of liberal openness.

Globalization as a Zero-Sum Game: Development
as Underdevelopment

This approach is almost diametrically opposed to the broad position
outlined above. Again there are considerable variations in this view, but
it is united around the idea that globalization is largely a malign force,

Introduction 17

which represents either a return to, or a new form of, imperialism.
TFaking its cue from neo-Marxist theories of underdevelopment, depend-
ency and the world system, this view argues that globalization represents
the interests of the powerful, and these are overwhelmingly concentrated
in the western world. Globalization is best theorized as capitalist global-
ization, in which some parts of the world grow at the expense of other
parts. Greater global integration through trade, investment and financial
liberalization does not lead to global convergence, but instead intensifies
the gap between the powerful and powerless in the world order. Rich
countries, companies and people develop at the expense of poorer parts
of the world in what amounts to a zero-sum game. In the 1960s, this was
associated with the view that the development of the rich world’occurred
through the exploitation of the poor world, and that therefore develop-
ment and underdevelopment were two sides of the same coin (Fralf)k
1969a and 1969b). Contemporary globalization thus represents new
wine in old bottles, as the rich get richer and the poor get poorer
Changes have occurred in recent years, and the old international divisior;
of labour has given rise to a new division in which the global South is
integrgted into the world economy increasingly as a producer of manu-
facturing goods rather than the primary goods of the colonial era, but
the basic division between core and periphery (and perhaps s’emi-
periphery) has not changed (Wallerstein 1974; Frobel et al. 1980)

11_1 terms of hegemony, some writers — who may not ally then;selves
entirely with the arguments of underdevelopment theory, even if the
shar§ mugh of its methodology (see Chapter 5) - link US he’gemony to th}e,
continuation qf capitalist imperialism. In this approach, capitalist eco-
nomic f:ompetltion gives rise to military competition between competitive
capitalist states, which ultimately leads to war (Lenin 1975; Bukharin
1_973). For some classical Marxists, events since 2001 confir;n the con-
tinued relevance of this theory of inter-imperialist rivalry (Callinicos
2002a; 2005). Capitalist competition is thus bound to lead to war, and
recent cqnﬂ.icts are essentially caused by continued rivalries betweeil the
core capltahst states, or are premised on the view that the United States
must dlgcipline any potential challengers to its hegemonic status
Intf:rve.ntlons in Afghanistan and Iraq are therefore less about humani:
tarian intervention against rogue states, and more about US power. This
may be rooted in economic interests such as oil, but also in strategies
designed to deter potential geopolitical challenges to US power (Gowan
_1999; 2002). The two are of course not mutually exclusive and the war
in Iraq could be regarded as a lesson to China in US power, and an
attempt to gain exclusive control of Iraqi oil, also at the expense c,>f China

In the return to imperialism thesis, globalization is ultimately an ide:
ology designed to protect powerful imperialist interests. Reference to the
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international community, responsible behaviour by states, and human
rights observations are mere rhetoric, which hides the real motives of
expanding either US and/or capitalist hegemony, neither of which meets
the developmental needs of poorer nations.

Globalization as Uneven Development |

This view is closest to the position taken in the rest of the book. It cer-
tainly does not reject the second position entirely, but suggests that the
developmental implications of contemporary globalization are not well
theorized by either of the positions outlined above. Moreover, this view
also attempts to forge a position on hegemony and imperialism some-
where between these two contending schools of thought. Perhaps above
all else, it highlights the contradictions, as well as the power relations, in
the contemporary global economy.

In terms of development, this position rejects the view that globaliza-

tion is a straightforward zero-sum game in which some regions grow
simply at the expense of other regions. Capitalist expansion is a dynamic
but also an uneven process, and in contrast to the neo-liberal (and pro-
globalization) positions, this unevenness is not seen as a result of market
imperfections, but is in fact a product of the way competitive markets
work in the real world. Thus, to return to Ricardo’s preconditions
(above), clearly full employment, capital immobility and potentially
equal structures of production do not exist. The update of the
Hecksher—Ohlin model which suggests that capital mobility can work to
the advantage of poorer countries, as they have lower labour costs,
ignores the fact that costs can be decreased through technological inno-
vation and productivity increases, while market share and profits can be
accumulated through the generation of rents, as Ricardo himself sug-
gested. Rents can be defined as ‘a situation where the parties who
control a particular set of resources are able to gain from scarcity by
insulating themselves from competition. This is achieved by taking
advantage of, or by creating barriers to the entry of competitors’
(Kaplinsky 2005a: 62).

These arguments therefore point to a different understanding of com-
petition. Rather than the ‘level playing field’ assumed by current advo-
cates of globalization as well as earlier neo-liberal claims for the world
economy, this approach views competition as an inherently unequal
process, above all driven by producers in their search for rents, oligopo-
listic profits, and increasing returns to scale (Kaldor 1972). This is done
through the development of economies of scale and scope, investment in
Research and Development and thus new technology, and capturing
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markets in new and therefore relatively uncompetitive sectors. The
market leaders therefore have a competitive advantage over new entrants
to national and international markets, and while this can never be
absolute, it can certainly tilt the playing field in favour of established
producers (and, as we will see, retailers and buyers). Moreover, sup-
pliers, credit and infrastructure may also develop in close proxin:ity to
these market leaders, thus further facilitating spatial agglomeration in
favoured locations. The market leaders and their state representatives
are therefore in a position to take advantage of intensified competition
and therefore have a vested interest in greater openness through trade,
and investment liberalization.
For developing countries, it therefore does not follow that liberaliza-
tion represents a straightforward opportunity. Orthodox theory argues
that free trade will lead to equilibrium because trade surpluses for an ini-
tially competitive country will lead to capital flowing in to invest in that
country’s currency (for which there will be high demand due to the trade
surplus), which in turn will lead to increased prices, including in the
export sector. In the poor, deficit country, capital outflow will lead to
falling prices, which will increase export competitiveness. But in fact
what »is more likely to happen is that countries with a trade surplus will
benefit from an inflow of money, as the availability of credit would
cheapen the costs of borrowing, thus stimulating further investment. At
the same time the deficit country will see an increase in the cost of bor-
rowing, thus undermining investment further. This may be offset by the
aytraction of high interest rates, but this is likely to lead to investment in
financial speculation more than production — a common occurrence in
the current era of globalized financial flows. In other words, free trade
may 1r}tensify imbalances in production and trade across countries, thus
mFensnfying uneven development and undermining the prospects fo,r sus-
tained capital accumulation and development in poorer countries
(Shaikh 1979-80; Darity and Davis 2005). The precise forms of uneven
development ~ including deficits in core countries, particularly the US —
are considered in detail in the chapters that follow.
_ At the same time, capitalism has become more open and transnational
in recent years, and one manifestation of this globalization is the rise of
manufacturing in what used to be called the periphery. This has in part
been facilitated by the reduction in transport and communications costs
as well as by state policies designed to attract investment througl;
mcFeased openness. However, with the partial exception of East Asia, no
region from the former periphery has enjoyed any significant succes,s in
breaking into those dynamic, high-value-added sectors where above-
average profits or rents can be generated. This is because the barriers to
entry in these sectors are so high, so that competitive advantage tends to
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remain concentrated in the developed world, along with significant con-
centration in the form of high-value trade and investment (Amsden
2001; Nolan 2003).

This phenomenon constitutes a massive problem for the approaches
outlined in the previous two sections. Neo-liberals and advocates of con-
temporary globalization argue that, provided the right policies are
adopted, convergence will occur through specialization and/or capital
relocation from richer to poorer areas. For underdevelopment and
dependency theorists, capital relocates from core to periphery in order to
‘super-exploit’ labour in the latter. For theorists of the new imperialism,
the export of capital to the periphery is necessary so that capital can take
advantage of new, profitable opportunities and thus avoid recessions in
the centres of capital accumulation. But the approach suggested here is
that there is a significant tendency towards the concentration and cen-
tralization of capital, as capital is attracted to existing areas of capital
accumulation. These points applied equally to the supposed period of
earlier globalization, where capital investment and trade tended to be
between the colonial powers and where colonialism failed to modernize
the colonies. But in some respects, in an era of enhanced mobility and
the globalization of production, this has become all the more apparent
in recent years. Moreover, contrary to the claims made by new trade
theory (see below), these are not ‘market imperfections’ that can be over-
come by strategic trade policy led by states otherwise committed to
orthodox free trade policies (Krugman 1986). In fact, these inequalities
are intrinsic to the uneven development of international capitalism
(Shaikh 2005).

At the same time, there has been some significant relocation in lower-
value production, including the production of component parts as well
as finished goods. And it is in these labour-intensive sectors that compe-
tition is most acute, not least because of the rise of China and its growing
competitive advantage in those sectors, which has led to something close
to a race to the bottom. This discussion points to the potential revival
and update of the theory of unequal terms of trade, developed in the
context of the post-war case for industrial development by Hans Singer

(1950) and Raul Prebisch (1959). Briefly, this thesis challenged the
assumptions of orthodox trade theory in the 1950s by suggesting that
the lower prices that resulted in productivity improvements among man-
ufacturing producers was more than offset by the disadvantages faced by
primary-goods producers. This was first because of the lower income
elasticity of demand for primary goods, which meant that as incomes
increased, a declining share of income would be spent on these, rather
than manufactured goods. In addition, primary producers suffered from
low barriers to entry and therefore intensive competition, the threat of
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synthetic substitutes, and comparatively low costs due to full employ-
ment (and tljade unions winning wage increases) in the high-cost devel-
oped countries as opposed to high unemployment, which served to keep
wages down in the developing world. It was this argument about falling
net barter terms of trade for primary goods as against manufactured
goods that ser_ved to rationalize the case for industrialization strategies
in the developing world, as Chapter 3 will show. But later chapters will
also show that a similar scenario applies to the current era of globaliza-
tion, and the terms of trade between different kinds of manufactured
goods. Thus, much of the developing world continues to face adverse
barter terms of trade, because these areas specialize in manufacturing
goods where competition is intense, demand has reached certain limits
(and glol?al overcapacity is common) and costs continue to be low due
to t_he existence of a large and global reserve army of labour. This leads
to intense competition and falling prices among developing countries
even as unemployment, flexible labour markets and government legislaj
tion have undermined trade union power (and real wage increases) in the
developed world. This is in part because of the impact of competition
‘from countries with lower wages — a race to the bottom (discussed
!)e]ow) — but equally it is because of the wider political defeats of organ-
ized labour since the 1970s and 1980s, with the effect that real wages
have declined in favour of capital, not least in non-tradeable sectors not
subject to foreign competition.

These developments suggest that globalization should be regarded as
anew era of international capitalism, an argument usefully made by the-
orists of transnational capitalism. They contend that as capital becomes
more transnational, so US (economic) hegemony further declines
(Burbach 2004; Robinson 2004). Washington thus represents the inter-
ests of.a transnational, rather than US, hegemony. This argument is thus
very 41fferent from the idea that the world can still be characterized as
lmperlalist. But in one respect, it shares the view of the second perspec-
tive outlined above, in that they both highlight the ways in which the
periphery (insofar as it still exists) remains dependent on foreign capital
technglogy and markets, and employment is based on the ‘superi
exploitation’ of the labour force in the developing world (Klein 2000)
Indeed, the era of globalization is associated with the increased mobilit :
of capital, which has further facilitated such super-exploitation, and leZl,
to a race to the bottom in which capital can easily flow from’place to
place, thus undermining the power of labour in both the North and the
Sputh (Burbach and Robinson 1999). Thus, in this respect, like the neo-
liberals, the transnational capitalism view accepts that there is a ten-
fiency towards global convergence between different nations and regions
in the world economy, but unlike neo-liberals, argues that this has led to



22 New Political Economy of Development

a levelling down, rather than the levelling up envisaged by the latter. In
this way, theories of transnational capitalism do not fall easily into one
of the three categories outlined above, but actually encapsulate elements
of both the second and third approaches.

In my view, while the transnational capital theory usefully points to a
greater integration of global capitalism in recent years, it also under-esti-
mates the continued importance of nation-states in the world order, and
particularly the hegemonic role of the United States. For it is above all
that particular state that has promoted increased global integration,
through the trade, investment and financial liberalization associated
with contemporary economic globalization. On the other hand, it is
important to understand that these policies have enjoyed substantial
backing from dominant social groups in different parts of the world,
particularly but not exclusively in the core capitalist countries. For this
reason the idea that the current era is based on inter-imperialist rivalries
is mistaken, and there is considerable evidence of high degrees of coop-
eration between core powers. Even if there is also economic competition
and some disagreements on military strategy, this does not amount to
anything like a return to inter-imperialist rivalries.

This in part reflects the increased global interdependence that is

central to theories of transnational capitalism. However, these theories
downplay continued hierarchies based on both capital flows and state
power in the international state system. In other words, they lack an
adequate theory of uneven development of the kind that is central to the
third position outlined above, and developed throughout this book. The
US remains the hegemonic state, even if its economic prominence is not
what it was in the period after 1945. In particular it is the US that takes
the lead (albeit selectively) in promoting increased openness (as opposed
to the relatively closed policies of core states except Britain before 1914).
As a significant market leader in many sectors, this has the effect of
boosting many US companies, even if this also has some contradictory
effects within the United States. Moreover, the US also benefits from its
central role as the main source of international finance, which allows it
to enjoy certain privileges over its competitors, including the ability to
live beyond its means as it runs trade deficits financed by capital inflows
into the US from abroad. These arguments are developed further in
Chapters 5 and 9.

Ultimately, the US’s hegemonic power is backed by its military force.
The liberal internationalist advocacy of the benign hegemon is under-
mined by the continued selectivity and double standards practised by US
administrations in dealings with rogue states. But equally, the argument
that military hegemony easily promotes economic hegemony is uncon-
vincing. This is because military actions have limitations in terms of dis-
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ciplining weak powers as well as potential competitors like China, but
also l?ecause the US’s commitment to international openness means, thut
securing supplies of certain raw materials (like oil) cannot generate total
control of \_avhat amounts to a global industry. In other words, milit ;
power has its limits, especially in an era of enhanced global int’egratizily
:I(’ihls is not so mt:ch an argument that favours the liberal position on.
‘democratic peace (above), but one that shows the limits of hard pow
in a more open world, whatever the fantasies of some neo-conserl\)/ ti e
and other hawks in the United States. US military power should ther:;lf:)‘;'e
be. seen as one that plays a policing role, attempting to expand the ;
ceived liberal zone of peace by undermining rogue states (even if alliarlx) ces
are also _made with some authoritarian states). The hope then is dcles
intervention can lead to the development of growth and prosperity b a(?
on hbel"al democracies and market economies for all. But thisp is at);or?se
hope, first because it assumes that liberal states are natural, waitin tooll;n
liberated frpm ‘rogue’ and ‘evil’ elements in partic&lar sogiet' y
Mqreover, given that this involves the promotion of neo-liberal polici .
which undermine the potential to generate the development OF cutt’es )
edge sectors within these economies — the potential for such high oi:f};
and prosperity is undermined, not least by the very same USgstagtz th
promotes these policies. In these respects (and leaving aside the s ecifialt
of regional geopolitics such as the Israel-Palestine conflict) preceﬁi
attempts to promote development (growth, prosperity) to increa,se secu-
rity (!lber:fll expal_msion of the zone of peace) are full of contradictions
This brief outline of perspectives on globalization, imperialism he. e-
mony and development will be expanded and developed in the cl;a t%
that follow, both generally and in relation to specific issues and top' .
The three-fold division does have its limits. For example, as al Plfi&
noted, the theories of transnational capitalism and imperialis;n cros Cover
into both the second and third of the three major perspectives ofieovfir
.tand are .themselves the subject of an intense debate over hegemon :e ci
international capitalism, as Chapter 5 will show. Similarly, and : y
what paradoxically, many versions of contemporary socigl’ demo:rme_
accept some of the contentions made for international trade by the th%C(}i’
perspective, but believe that state intervention can shape CO);n ar t%r
advantage so that the international economic order increasingl clz>mal o
be characterized by the first position outlined above. As wi%l {)e s o in
Chapter‘ 8, this social democratic position accepts that thereeen o
economies of scale and thus imperfect competition, but argues that thire
can be resolved by appropriate institutional chan,gc and state polici .
whxch. can promote balanced trade, growth and developmen? S o
th_er issues, such as the related questions of global governance' lolr)m;
civil society and cosmopolitanism, do not neatly fit into any of tljlegt?lr:e
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approaches outlined in this chapter. Certainly there is distrust of the state
and some commitment to liberal democratic peace, but equally most con-
temporary cosmopolitans do not endorse neo-liberalism, or the unilateral
methods of some US administrations in expanding the liberal order. But
the discussion above does illuminate the extended discussion of these
issues in Chapter 6, as the argument made there is that cosmopolitanism
(at least in its liberal form) is weak in terms of its optimism concerning
institutional change, its under-estimation of neo-liberal capitalism, and
the realities of uneven development in the international order.

A further theory which receives only a small amount of attention n
this book is perhaps the dominant theory in international relations, that
of realism. As we have seen, this theory says little about forms of power
other than state power, and while power cannot be separated from the
state, it also cannot be reduced to it. Equally, realist theory is less a
theory than a description of international relations — the rise and fall of
hegemonic powers, and indeed the power of states in relation to other
states, is barely analysed, but merely described. Indeed, not only does
too much study of international relations focus on the most powerful
states, but the discipline sometimes appears to be designed for that
purpose (Phillips 2005: 2). Ironically then, the state-centrism of realist
theory is hindered above all by the fact that it does not have an adequate
theory of the state.

This leads me to my final point. The purpose of this book is to

examine the relationship between international political economy and
development. Implicit — but sometimes explicit — in what follows is a
challenge to the Eurocentrism of much of what passes for international
relations. In this sense globalization can also be seen as a methodology,
based on the notion that too much of international relations and inter-
national political economy has excluded the question of development
and developing countries from its concerns (Phillips 2005: 2-4; Taylor
2005). This is not to embrace any simplistic notion of the specificity of
the study of development, or of what used to be called the “Third World’,
but it is to suggest that any notion of universality in international rela-
tions, international political economy, or globalization, must not take
the developed countries as the norm. Equally, the study of development
should not assume away the existence of the highly unequal interna-
tional political and economic order, as so much of ‘development studies’
today tends to do, so that the broad ambition of that once stimulating
area of study is lost (Payne 2004; 2005). This book therefore embraces
a universalism that is sensitive to differences in the world order, not nec-
essarily in the sense of embracing cultural relativism, but in the much
wider sense of recognizing social and historical diversity, and social, eco-
nomic and political power, in the international order.
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The Structure of the Book

As itS'tit;le suggests, this book is about the relationship between global-
ization, imperialism, hegemony and development. The book treats glob-
alization as something that in some respects is historically novel, which
applies particularly (though not exclusively) to the last twenty-five years
while at the same time suggesting that there are considerable continuitie;
as well as differences between the current era and earlier periods in the
international economy. Each chapter reviews particular debates which
relate to specific areas of contention within the wider globalization “par-
adigm’, and each can be read in its own right as a contribution to these
particular debates. These include three historical chapters (2 to 4) on
earlier periods, and on the origins, of contemporary globalization, and
how these related to the (implicit or explicit) question of ‘development’.
Chapter 5 then considers globalization theory and theories of globaliza-
tion, and also gives considerable treatment to the relationship between
globalization, neo-liberalism, US hegemony and capitalism. Chapter 6
addresses the question of cosmopolitanism and how this relates to issues
pf global governance, using the United Nations, humanitarian military
lntgrvention, the World Trade Organization (WTO) and global civil
society as case studies. Both these chapters focus on these broad ques-
tions, b}lt relate them in particular to the subject of development and
developing countries. Chapter 7 then examines the relationship between
poverty, inequality and globalization, and does so by examining the evi-
dence for and against the claim that these have increased or decreased in
recent years, before moving on to consider the wider question of the
nature and direction of capital flows in the contemporary global
economy. Once again the matter of development is central, and it is
argued in this chapter that ‘North-South’ inequalities persist, albeit in
more complex forms than those associated with older theories of
dependency. This chapter is followed in Chapter 8 by a consideration of
the role of the nation-state in the era of globalization, with a particular
focus on the restructuring of the nation-state, and how this issue relates
to th; question of the developmental state, the Washington and post-
Wa_shmgton consensus, and restructuring rogue and failed states through
military intervention. Chapter 9 addresses in further detail the question
of US hegemony by examining potential challenges from East Asia and
Europe, both generally and with specific focus on development, which is
then used to reconsider the specific nature of contemporary hegemony in
the context of higher degrees of global integration. Finally, the question
of political alternatives ‘from below’ is considered in Chapter 10, which
exarpines aspects of ‘political Islam’ and ‘fundamentalism’, before
moving on to consider alternatives to ‘actually existing globalization’.



