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UnitOne

Globalization

READING

Text A Globalization

Warm-up Question

What characterizes the phenomenon of globalization? Do you think the

effects of globalization are positive or not?

Globalization

Matthew Abadon 2009

Issues in Contemporary Society, Volume 16, Number 3, pages 17-20

[1] Since 1950, the economies of the world have become more interconnected
in terms of trade, investment and communication. This phenomenon is known as
globalization. Of course, international economic relations are not new to the
world. Indeed, such relations have an ancient history. However, what
characterizes globalization is the speed at which these inter-relationships are

growing and how widely they are spread throughout the world. As globalization
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dramatically reshapes our world, debates rage about whether the effects of
globalization are positive or negative.

Trade

[27] Since 1955, world trade has grown much faster than the world economy
as a whole. World trade in manufactured goods increased more than 100 times
(from $ 95 billion to $12 trillion) in the 50 years since 1955. The growth in
trade has been largely caused by dramatic improvements in communication and
transport and the adoption of free trade principles across the world, such as
removing tariffs on imports and stopping government subsidies to local producers.
Free trade is a key characteristic of globalization.

[3] Over the past 50 years, the principles of free trade have been pursued
internationally by the World Trade Organization (WTO) and its predecessor, the
General Agreement on Tariffs and Trade (GATT). International trade meetings
in recent decades have helped boost trade in manufactured goods between rich
countries by reducing tariffs and subsidies. Countries, such as China, which
introduced free trade principles and strongly geared their economies towards
export-led growth have benefited.

[4] Tt has been argued that national economies that trade openly and freely
with the international economy have consistently grown much faster than those
countries that try to protect themselves. Well-managed, open economies, so this
argument goes., have grown at rates that are on average 2 percentage points
higher than the rate of growth in economies closed to the force of globalization.

[5] However, it can also be strongly argued that the gains of trade have been
unevenly distributed (UNCTAD. 1998). Europe and East Asia have enriched
themselves since joining the modern world trading system. The system has
allowed them to restructure their economies so that they become importers of raw
materials and exporters of more valuable manufactured materials and, later,
services. In contrast, other poorer regions, such as Africa, which are dependent
on commodities, have been left behind. While exports across the world increased
by an average of 10. 7% per year between 1960 and 2002, in least developed
countries the average growth rate was only 6%. As a result, the global trade
imbalance between developed and least developed countries widened each year
during this period. (UNCTAD, 2004: 51). In addition, the difference in per

capita incomes between developed and least developed countries (LDC’s) has

L



increased over the last fifty years.

[6] LDC’s in African and net food-importing countries have, arguably, had
little benefit from international free trade agreements. There are a variety of
reasons for this, including the continued subsidization of food production in parts
of the developed world and the dependence of LDC economies on commodities
rather than manufactured goods and services.

Money

[7] As well as the free movement of goods, there has also been a dramatic
increase in the flow of money (capital) around the world. Banks and private
investors now hold trillions of dollars ofassets invested overseas. This capital
flows freely around the globe but ownership of the capital is highly concentrated
among rich countries and a few developing countries. _

[8] Arguments for the free flow of global capital became strongest in the
19807’s and 1990’s. This was at a time whencommunist governments of Eastern
Europe collapsed and many countries in Latin America faced serious economic and
financial problems. Quick and drastic solutions were advocated by mneo-liberal
economists and political leaders. These solutions included privatizing all state
enterprises (including essential services, such as water and electricity), removing
all obstacles to foreign investment, lowering taxes, reducing government spending
and removing controls on financial institutions including banks. These solutions
were applied by governments or imposed by international organizations such as
the IMF (International Monetary Fund). They believed that in a perfectly free
global economy, capital would flow to countries and businesses where it was most
needed and the global economy would find a natural harmonious balance.

[97] Critics of financial globalization, such as Rodrik (2006), argue that it
did not work in Eastern Europe, Latin America or other countries where its
principles were applied. Even after more than ten years, nearly all the former
communist states of Eastern Europe had not recovered the levels of GDP (Gross
Domestic Product) they enjoyed before they were opened up to the free market.

[10] While capital flows ever faster and more freely around the world, it can
also be stopped very quickly by nervous investors and financial institutions and
this can have devastating results. This occurred in the 1997-8 Asian crisis when
foreign investors suddenly withdrew all their capital from Indonesia, Thailand and

to a lesser extent, South Korea, undermining the currencies of each country and
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seriously threatening the three economies. The global financial crisis of 2007-2009
is cited as a further example of the dangers of free and unregulated national and
international financial markets.

Information and Communication Technologies

[11] Globalization is also associated with the free flow of information around
the world. With the growth of computers, the Internet and digital telephony.
information moves around the world at much faster and cheaper rates.

[12] Rapid advances in information technology have improved productivity in
most industries. New industries, such as Internet Service Providers, and new
forms of employment, such as IT specialists, have also been created. Business
practices have been revolutionized by the free flow of information and automating
technologies which allow producers to access raw materials just when they need
them and supply products in a more timely manner. The way we buy and sell
products has also changed dramatically with the emergence of e-business, such as
Amazon. Information about financial markets can spread around the world at
increasing speeds and financial transactions can occur in a split second. As a
result, enterprises, individuals and even nations have increased access to capital
and financial products for investment or speculation.

[13] While advances in information and communication technologies have
produced a hest of new jobs, some sectors, such as agriculture and manufacturing,
have witnessed significant drops in employment due to increased automation or
because the enterprises they work for have not kept up with rapid changes in the
global marketplace. People who are displaced from sectors and enterprises using
old technologies may not be able to adapt to the new technologies or will need
years of retraining before they can find a job in the new economy.

[14] The speed of information flow can also present dangers. A small
problem in a major bank, enterprise, currency or even nation can quickly turn
into a disaster when information about the problem circulates at lightning speed
around the world. In such a situation, investors can panic and withdraw their
money or capital very rapidly, as occurred in the Asian Financial Crisis of 1998
and the Global Financial Crisis of 2007-2009. (Technology and globalization,
2008)

Conclusion

[15] With globalization the world has become more interconnected with
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vastly increased flows of goods, services, finance and information between
countries. We need to recognize that we are all entering a new phase of
interdependence, where an action on one side of the world can create an immediate
(and sometimes adverse) reaction on the other side of the world. Consequently, a
more coordinated, cooperative approach to international relations and greater
regulation of national and international financial transactions will probably occur

as we move further into the twenty-first century.

Question

1. Answer the following question briefly.

1. What are globalization and its key feature? When did it occur in the
world?

2. What are the reasons for the growth in trade since globalization?

3. Why have LDC’s in African and net food-importing countries had little
benefit from international free trade agreements?

4. What are the solutions advocated by neo-liberal economists and political
leaders for the difficulties in the 1980’s and 19907s?

5. What is the role of information in the course of globalization?

6. What are the cons and pros of the technologies of information and
communication?

I . Complete the following passage by filling each of the numbered blanks with
one suitable word.

As globalization 1  reshapes our world, debates rage about whether the
effects of globalization are positive or negative. Since 1955, world trade has

grown much faster than the world economy as a whole. World trade in 2

goods increased more than 100 times in the 50 years since 1955. Over the past 50

years the 3 of free trade have been pursued internationally by the WTO and

its predecessor., GATT.
As well as the free movement of goods, there has also been a dramatic
increase in the flow of money around the world. Banks and private investors now

hold trillions of dollars of 4  invested overseas. While capital flows ever faster

and more freely around the world, it can also be stopped very quickly by nervous

investors and financial institutions and this can have 5 results.

Globalization is also 6 with the free flow of information around the
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world. New industries, such as Internet Service Providers, and new forms of
employment, such as IT 7 , have also been created. While advances in
information and communication technologies have produced a 8  of new jobs,
some sectors have witnessed significant drops in employment due to increased
automation or because the enterprises they work for have not kept up with rapid
changes in the global marketplace. The speed of information flow can also present
dangers. A small problem in a major bank, 9 , currency or even nation can
quickly turn in to a disaster.

With globalization the world has become more 10  with vastly increased

flows of goods, services, finance and information between countries.

I[. Translate the following sentences into English.
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