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Abstract

This paper engages a number of important and complex questions on the contemporary Globalisation
agenda. In the first instance it is concerned with the question of what globalisation actually means. It
confronts this issue in both conventional terms (i.e. the current debate over ‘meaning’ which generally
pits neo-liberal perspectives against a variety of critical alternatives) and in terms of a broader historical
and intellectual frame of reference which, it suggests, is a more appropriate context for the debate. The
suggestion, more precisely, is that the globalisation phenomenon of the current era, is best understood in
terms of some fundamental organising principles drawn from a modern international political economy
(IPE) agenda in which (the major) states and an advanced, expansionist brand of capitalism continue to
dominate, albeit as part of a significantly reformulated symbiotic power relationship. The second and
primary focus of the paper is concerned to illustrate how this traditional symbiosis actually works at the
core of contemporary globalisation, in theory and practice. It does so in concentrating on that period
between 1945 and the present when, it is suggested, a series of policy decisions taken by the USA at
Bretton-Woods, in order to retain and enhance its post-WW2 systemic advantages, were intrinsic also to
the breakdown of the Bretton-Woods system, the development of increasingly deregulated economic
sector by the mid-1970s, the ‘casino capitalism’ of the 1980s and the coherent neo-liberal agenda of the
1990s which, in the post-Cold War years has invoked a new era of liberal free-market economics as the
keystone of global peace and prosperity in the future. Rejecting the one-sidedness of this perspective the
paper maintains that a symbiosis of the political and the economic still characterises the age of neo-liberal
dominance. That, indeed, the notion of independent economic forces imposing themselves upon
effectively impotent state actors misses the historical, political and ideological point about the nature of
systemic agency and structure in the modern IPE. It seeks, in this regard, to illustrate how a major
capitalist state, such as the USA, is intrinsically connected to the ‘economic’ success of the neo-liberal
globalist agenda, and how its ostensibly independent ‘economic’ agenda is, if anything, increasingly
dependent upon a Triad of major states (i.e. centred on the U.S., the E.U and Japan) for support,
sustenance and profit. The brief final section of the paper touches on some of the possible implications of
this scenario for the global future.
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Bretton-Woods, symbiosis, states and markets, Triadism, Introduction: The Question of Meaning
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INTRODUCTION

In the period since the study of International Relations (IR) began as a systematic and coherent
enterprise in the 1920s, two themes have dominated analysis and research above all others. The
first, the Two World Wars, prompted modern traditions of theory and practice which connected
the greatest historical disasters of the 20" century to larger, more profound debates on questions
of human nature, human social potential and the systemic ‘art of the possible’ in inter-state
relations. The second, the Cold War, saw the analytical scales tipped firmly in favour of a
minimalist and pessimistic account of what was possible and/or desirable in the global arena, in
an era characterised by nuclear stand-off, great power intransigence and seemingly irreversible
ideological struggle between the great post-Enlightenment ‘isms’ (liberalism and socialism) each

seeking to claim the past and shape the future in the name of modern rational-man.

Another major theme is now evident at the beginning of the 21* century - globalisation. For
some, this globalisation phenomenon represents a historical watershed in IR. The moment when
the minimalism and pessimism of the Cold War years have been rendered redundant, with the
triumph of liberal-capitalism and the beginnings of a new, more peaceful and prosperous age of
Western (read United States) global hegemony. An age in which the politico-economic, cultural
and institutional principles and practices of the Western liberal-democracies - the victors of the

Cold War — are proliferated world wide.”

There are a number of variations on this theme, some of which place less emphasis, directly, on
the Cold War triumph of liberalism and more on globalisation as the moment at which old
ideologies and old geo-strategic principles per se become effectively irrelevant to the new world
order and its global community. From this vantage point, the era of globalisation marks a crucial
historical and conceptual watershed in the development of human relations, in which the capacity
for positive, innovative and cooperative interaction between the world’s peoples is finally to be
released after centuries of structural and intellectual constraint intrinsic to the Westphalian state-
system. Most commonly this sense of release is associated with the perception of an irresistible
dynamic in global economic relations, destined to break-down traditional barriers to free trade

and usher in a new age of global capitalism and systems of Western (neo) liberal governance.’

? See, F.Fukuyama, The End of History and the Last Man (London: Penguin, 1992)
? See, K. Ohmae, The Borderless World (New York: Harper Books, 1990)



Less frequently, but importantly, one also finds reformist voices within the (broad) liberal
orthodoxy who take more critical and reflective stances on the question of how such ‘release’

might best be managed.*

Critical reflection is more explicit, however, within a literature with a somewhat different
attitude to globalism than that invoked by (neo-liberal) triumphalists, global free-marketeers
and/or liberal reformers. Here, analysis is characterised by a genuine ambivalence towards many
aspects of globalisation and its present and future implications. Nevertheless, one finds here the
perception that, for all its oppressive and exploitative characteristics, globalisation also contains
the potential for radical political and cognitive transformation — for the kinds of social and
intellectual freedoms envisaged not just by liberals and market analysts, but by Kant and Marx

and Gramsci.’

Globalisation, perceived this way, becomes the contemporary catalyst for unfulfilled radical
potential, for the kinds of social and political freedoms consistent with a universal human
community, with counter-hegemonic theory and practice, and with resistance to traditional
power politics and market relations. The optimism at the heart of this ‘globalisation’ stems, in
the main, from conventional dialectical perspectives and from images of an ailing hegemonic
process in which the ruling powers sow the seeds of their own destruction, and hasten their

supersession by more democratically inclined forces.

From less conventionally developed sources too (e.g. amalgams of Critical Theory and
postmodern themes)globalisation has been represented as a historical opportunity for

fundamental social transformation, the emergence of an ultimately liberating sense of global

* This takes various forms, most commonly perhaps via the new Keynesianism of those who argue for the need for a
more responsive and responsible state in the face of global forces. See R. Boyer and D. Drache, eds. States Against
Markets: The Limits of Globalization (London: Routledge, 1996). The question of where ‘Third Way’ strategies
stand in this critical liberal category is a contentious one. See A. Giddens, The Third Way: The Renewal of Social
Democracy (Cambridge, Polity Press, 1998); and C. Hay and M. Watson, “Rendering the Contingent Necessary:
New Labour’s Neo-Liberal Conversion and the Discourse of Globalization “ in Working Paper 8.4, Program for the
Study of Germany and Europe, Center for European Studies, Harvard University. A different kind of critical liberal
(internationalism) is to be found in The Report of the Commission on Global Governance, Our Global
Neighbourhood (Oxford University Press, 1995); and a broad critical liberal tradition is evident in the work of M.
Gurtov, Global Politics in the Human Interest 2nd ed (Boulder, Colorado: Lynne Rienner, 1994); and R. Falk,
Predatory Globalization: A Critique (Cambridge: Polity Press, 1999)

3 For good overviews of this kind of literature, see S. Gill ed., Gramsci’s Historical Materialism and International
Relations (Cambridge: Cambridge University Press, 1993); and J. Mittleman ed., Globalization: Critical Reflections
(Boulder, Colorado: Lynne Rienner, 1997). See, also the various contributions of Robert Cox, e.g. Power,



community, an ethic of political tolerance and a respect for cultural difference. In this context, in
particular, the promise of globalisation is often bound up with questions of identity or, more
precisely, with the possible freeing-up of (cultural, ethnic, religious, gender) identities, as the
traditional obligations and loyalties of the Westphalian system give way to a more flexible, more

inclusivist global matrix of social meaning.

Conversely, there are significant and influential sectors within the (broad) globalisation debate
who are either dismissive of these positive, optimistic perceptions of its processes and
implications, or who, in acknowledging some of its ‘liberalising’ features (e.g. its market-
relations) insist on the primary role of states, and of traditional forms of power politics as the
defining and still necessary features of global life in both the present and future. From this
general perspective, consequently, one can find explicit rejection of the ‘historical watershed’
notion popular among liberal and critical commentators, and a re-articulation of a traditional
(realist) pessimism regarding the vicissitudes of inter-state conflict, of the (Westphalian) security
dilemma, and of patterns of self-interested behaviour at the core of an effectively unchanged,

. 7
anarchical system.

The perception of globalisation as systemic-continuity is also visible, often in more nuanced and
flexible form, in the analysis of a large number of traditionally grounded scholars who recognise
the rise of corporate and other non-state actors in the global economy as a significant challenge
to the systemic status quo. The tendency here, accordingly, is not to dismiss the possibility of
systemic change per se, but to emphasise how the major structural constraints of the Westphalian
system still, and indeed must apply, if order and structural coherence are to be maintained in the
era of an interdependent global economy. From this (neo-realist) perspective, the major states,
and the major (western dominated) institutions of political and economic control (IMF, World

Bank, WTO) are regarded as crucial agencies of global order and potential future prosperity.

Production and World Order (New York: Columbia University Press, 1987); and J. Brecher et al, eds., Global
Visions: Beyond the New World Order (Montreal: Black Rose Books, 1993)

8 See, in particular, A. Linklater, The Transformation of Global Community (Cambridge: Polity Press, 1998); and
Beyond Realism and Marxism (London: Macmillan, 1990). On identity in this broad context, Y. Lapid and F.
Kratochwil eds., The Return of Culture and Identity in IR Theory (Boulder, Colorado: Lynne Rienner, 1996); T.
Franck “Tribe, Nation, World: Self Identification in the Evolving International System”, in Ethics and International
Affairs 11, 1997:151-169

7 See, for example, J. Mearsheimer, “Back to the Future: Instability in Europe After the Cold War”, in International
Security, 15, 1990:7-57; and “Disorder Restored” in G. Allison and G. Treverton eds., Rethinking America’s
Security (New York: Norton, 1992); and C. Maynes, “The New Pessimism” in Foreign Policy, 100, 1995: 35-45.
For a peek at the theoretical underpinnings see K. Waltz, Theory of International Politics (Reading, Mass: Addison-
Wesley, 1993)



Agencies which must be sustained and supported if the Westphalian security dilemma is to be
successfully adapted to meet the demands of a current (market-oriented) form of systemic

8
anarchy.

None of this is to suggest that the burgeoning literatures on the meaning and implications of
globalisation, are reducible to the simplistic dichotomies between optimism and pessimism, or
realism and idealism that, all to often, have been utilised by IR specialists in lieu of serious
analysis. Nor does Anthony Giddens’ recent distinction between globalist ‘radicals’ and their
‘sceptical’ counterparts adequately address the issues at stake in this context.” Rather, as this
introductory discussion has sought to emphasise, globalisation, as both a body of knowledge and
as a set of everyday social practices, is a complex and multifaceted phenomenon which resonates

with highly contested ‘meaning’.

The issue of contested meaning, consequently, is intrinsic to the way in which the reality of
globalisation is understood and acted upon from the various political, economic, cultural,
religious and geographical vantage points by which the world’s peoples engage its complex
processes on a daily basis. This is because like all other objects in the social universe -
‘globalisation’ - as an object of study and/or as an everyday practice is infused with the meanings
given to it by the variety of human subjects who seek to define, enhance and/or resist it. My
initial concern, accordingly, will be to try and clarify some of the issues surrounding this process
of meaning-giving and establish my own position in relation to it, before moving on, more

directly, to the question of some of its real-world implications.

Clarification is no easy task in this context because globalisation, as a vital issue of present-day
theory and practice is, I suggest, actually situated at the intersection of a number of other
inherently contentious sites in the contemporary lexicon of meaning regarding political life and
social change. When we seek to speak meaningfully about globalisation, for example, we are to
one degree or another engaging the question of whether we live in a modern or post-modern

world; of whether we are experiencing a Westphalian or post-Westphalian systemic reality; of

8 See, S. Krasner, ed. International Regimes (Ithica, New York: Cornell University Press, 1983); R. Keohane ed.
Neorealism and its Critics (New York: Columbia University Press, 1986); D. Baldwin, ed. Neorealism and
Neoliberalism: The Contemporary Debate (New York: (Columbia University Press, 1993); and K. Oye,
Cooperation Under Anarchy (Princeton University Press, 1985).

? See A. Giddens, “Runaway World” (The 1999 Reith Lectures No. 1)
http://news2.thls.bbc.co.uk/hi/english/static/events/reith%5F99/week1/week1.htm




whether ‘International Relations’ or ‘Global Politics’ is the more realistic rubric under which we

might best understand the way the world works at the beginning of the 21* century.

At a more profound level still the question of globalisation impinges on some of the most
contested and unreconciled tensions within modern history and (in particular) Western social
theory. Tensions concerning age-old the attempts to reconcile freedom and order, agency and
structure, the particular and the universal. Tensions concerning the identity conundrums - of
individual and society, of citizen and state - of attempts to install structural and conceptual unity
in the face of the fragmentation of everyday (cultural, ethnic, linguistic, religious) life. Tensions
associated with the modern philosophical attempt to overcome the uncertainties and
contingencies of human thought and behaviour with certain knowledge (e.g. of economic utility,
of rational action, of political behaviour). Tensions associated with the tendency toward
dichotomy (domestic state v global market}and determinism (e.g. the globalisation as

irreversible theme).

In a larger work now in progress I seek to engage these tensions, and other broader sites of
contention, as a way of directly engaging the globalisation debate and its diversity of meaning.
Beyond this initial ‘theoretical’ aim my concern is to say something more directly about
globalisation as an empirical project in different areas of the world. In this way contributing to

another important contemporary debate — that concerned with possible future world orders.

In this context I evaluate the potential for a shift from a traditional and minimalist ‘art of the
possible’ to a more fluid and democratically inclined ‘arc of possibility’ as the 21* century
unfolds. In making a case for cautious optimism in this regard I suggest that the potential for
such a shift is to be found most readily, albeit ironically, at that most crucial of traditional
intersections which, since the 17" century, has seen the dynamism and global reach of capitalism
intersecting with the Westphalian state system to produce ‘modern’ forms of society and modern
ideas about the nature and possibilities of human life in the global future. The intersection I have
in mind concerns that ongoing historical tension between the modern state system which
emerges after 1648 - the development of an expansionist capitalism during this Westphalian
period - and a philosophy of modern political agency in this era which powerfully complimented
the central international political economy project of the modern age. A philosophy centred on

the modern individual as sovereign actor in an anarchic realm of states and markets.



It is in regard to this intersection, I suggest, and the subsequent contentions surrounding it, that
one can best grasp both the enduring power and the inherent precariousness of a conceptual and
structural system which has effectively shaped the modern world in its own limited, and
increasingly problematic terms. In the wake of the Cold War, this has become a particularly
acute issue, with the breaking down of many conceptual and structural borders and inhibitions
and as traditional orthodoxies (both conservative and radical) seek to explain and legitimate their
images of past, present and future in terms derived, almost exclusively, from the historical

experiences and dominant philosophical precepts of post-Renaissance Europe.

I acknowledge, of course, that the approach I am outlining here might appear rather dated to
some, perhaps even irrelevant. That, in the age of digitalisation, hyperspace, cyberspace and
supraterritoriality, a focus on traditional and orthodox IR and IPE themes, particularly as a basis
for critical global analysis, is akin to flogging the proverbial dead horse. Jan Aart Scholte is one
scholar who has become particularly irritated by this tendency, and by those who would seek to
integrate ‘global’ and ‘international’ themes while failing to specify a precise distinction between
them. The problem, maintains Scholte, is that “if the concepts refer to the same condition, then
talk of globalization is redundant”. Such talk, would “merely rehash the same arguments that
realists, liberals and Marxists rehearsed twenty, sixty, and even a hundred and more years ago.”10
This is not my intention here. Indeed, my general aims are consistent with Scholte’s, who
proposes that in “exposing the inadequacies of orthodoxy — conceptually, empirically and
ethically — and by imaginatively restructuring the theory and practice of globalization”, one
might enhance a critical understanding of the globalising world order and help create the kind of
political and intellectual space by which more people might explore its positives and effectively

. . . 11
resist 1ts negatives.

I am not convinced that this can be achieved by simply demarcating some ideas and processes as
‘global’ and others as ‘international’. I am even less persuaded that, with the coming of
globalisation, we have somehow reconciled the questions and arguments “rehearsed” over the

years by realists, liberals and Marxists and can therefore move beyond them in our engagements

10°See, Scholte, “The Globalization of World Politics”, in J. Baylis and S. Smith eds., The Globalization of World
Politics: An Introduction to International Relations (Oxford University Press, 1997):14

'See, J.A. Scholte, “Towards a Critical Theory of Globalization”, in E. Kofman and G. Youngs eds.,
Globalization: Theory and Practice (London, Frances Pinter, 1996):52



with the global future. Social history and political struggle rarely lend themselves to the kind of
conceptual precision or intellectual resolution that scholars and activists have often claimed for
such phenomena - in the modern period in particular. In regard to globalisation, I suggest, there
is very little chance of achieving this kind of precision because, in both theory and practice, the
‘international’ is deeply and inexorably interwoven into the ‘global’, and old world conflicts (the
life-blood of realists, liberals and Marxists) remain intrinsic to the inequalities, dangers and

opportunities of the global new world order.

This is not deny the obvious implications of an accelerating process of globalisation in recent
years which has produced the sense that there now exist different, demarcated and precise
agenda’s for ‘globalism’ and ‘internationalism’. The former, representing a “patchwork of
bordered countries” the latter “a web of transborder networks.”'> My argument, however, is that
these two ‘discrete’ agenda’s are actually much more closely integrated than they often appear to
liberal and critical scholars and that a more comprehensive understanding of their relationship
requires that we re-energise some of the traditional debates over past, present and future, in terms
of some deceptively simple (and admittedly old fashioned) questions concerning real world

issues. e.g. in whose interests does the ‘new’ global system actually work?.

When one begins to answer questions such as these one finds some pretty traditional patterns of
power and influence being replicated in the ostensibly new techno-economic age of
globalisation. One finds, for example, that real power in the current era has not dispersed very
much at all — that geo-politics and geo-economics still matter — and that a traditional pattern of
structural hierarchy is still largely in place. More specifically one finds that political and
economic power remains embedded within a small and already privileged sector of the worlds
peoples, in particular those who live in the most powerful states. A useful way of summarising
this continuing pattern of wealth and power, which I will adopt in this paper, suggests that the
current and foreseeable future world order is that dominated by a power-Triad of states and
corporate actors centred in North America, Western Europe and Japan. It is relation to this Triad
theme that Michael Mann has concluded that “if the [economic] commodity rules, it only does so

entwined with the rule of — especially Northern — citizenship”. 13

12.See, Scholte, in J. Baylis and S. Smith eds, op. cit.,1997:15
13 See, Mann, “ Has Globalization Ended the Rise and Rise of the State?”, in T. Paul and J. Hall eds., International
Order and the Future of World Politics (Cambridge: Cambridge University Press, 1999): 245



Significantly, the retention of power in this rich Triad is not simply that predicated upon the
traditional military and economic factors of the ‘internationalist’ era, but upon precisely those
‘new power’ (or ‘soft power’) factors which globalists tend to equate with evidence of
fundamental historical and systemic change. Thus, the power of the Triad states and their
corporate allies at the beginning of the 21*" century includes the power to direct and dominate
global culture; to own and control the major scientific advancements intrinsic to the human and
ecological future; to invest in and utilise the latest technology and communications networks;
and to wield overwhelming influence over the politico-economic institutions and organisations
which make the rules and provide the norms for the global governance in the globalisation era

(eg the IMF, World Bank, WTO)

Again, this is not to deny the extraordinary happenings of the contemporary age, in which the
extreme fluidity of short term money markets and the enormous flows of global finance
associated with corporate business practices and ‘electric money’ have led many to the
conclusion that a new age of global (techno-economic) autonomy has arrived. Suffice for now to
say that if one concentrates less on the quantity on those flows, and more on their direction, and
again asks some old fashioned but entirely relevant question of them — e.g. where is the money
actually coming from and where is it actually going?. The answer, once again, is more complex
than the ‘global flows’ literature often allows. An answer which points to historical and systemic

continuity, rather than fundamental global change. '

In this context I agree totally with Scholte’s view that the crucial question of the globalisation era
is that which asks whether or not globalisation has produced “a fundamental discontinuity in a
global history dominated in the modern era by the conceptual and structural parameters of the
Westphalian system.”'> My argument is that it has not and that there is, at best, problematic
evidence that such fundamental discontinuity is likely to take place in the foreseeable future. On

the other hand the continuity/discontinuity theme is, it seems to me, an entirely legitimate one for

' This is not to reject the view that some elements of the current globalist era might make it different from any that
have preceded it. The sheer weight of global capital movements and the range of global transactions are arguably
unique in this sense. Nor is it to miss the point about the differing nature and power capacities of states in the
globalisation era. See, D. Goldblatt, et al., “Economic Globalization and the Nation-State: Shifting Balances of
Power”, in Alternatives, 22, 3, July-September, 1997:269-287. The issue of directionality remains crucial,
nevertheless, if one is seeking to evaluate the ‘new’ power relations in the globalisation era. See, R. Petrella,
“Globalization and Internationalization”, in R. Boyer and D. Drache, eds., States Against Markets (London:
Routledge, 1996)

15 See, Scholte, “Towards a Critical Theory of Globalization” in E. Kofman and G. Youngs eds. Globalization:
Theory and Practice (London, Frances Pinter, 1996): 49



a contemporary critical scholar to ask, in re-locating ‘globalisation’ within that ongoing spectrum
of struggle and contention about the modern world which has characterised the debates between

realists, liberals and Marxists, and others, for many years.

Indeed, it is imperative for critical scholarship that issues of historical continuity and
discontinuity remain open to this kind of questioning in the globalisation context. In particular it
is imperative that critical scholars do not (unwittingly) close off such questioning by leaping
upon the globalisation bandwagon - in simply assuming an end to the traditional system in order
to move (cognitively and politically) beyond it. And while there might be, as Judith Sklair has
put it “a real psychological need” for a global society among critical analysts - as the basis for a
democratic, ethical and just human society in the future - this paper urges caution in regard to the

(understandable) temptation toward analytical short cuts in the pursuit of such an outcome. '®

It does so in addressing the globalisation phenomenon in terms outlined above - which recognise
it as part of a much larger historical and philosophical project central to the development of a
modern world of states and capitalist markets, and of a philosophy of the modern individual and
social identity integral to that project. A world order and an individual and global identity which
serves a particular kind of systemic interest, the interest it has in effect served since the 17th
century that, primarily, of the most powerful states and those sectors within them most
advantaged by capitalist modes of production and exchange. A world order predicated upon the

secularism, individualism and market rationality of western modernity.

It is in this broadened and deepened context, I suggest, that the immediate questions of
continuity and discontinuity, and the larger question of meaning, are more appropriately and
effectively asked, and the possibilities for future democratic and just world orders more
substantially assessed and evaluated. Above all, in this context, it is crucial to acknowledge that
the nation-state system is not dead, nor indeed is it necessarily dying or withering away under the
onslaught of global capitalism and trans-border technologies. This is not to ignore the
sometimes very significant damage done to the status and power of national states and national

economies in recent years, which has resulted in even the most powerful of contemporary

' See J. Sklair, “Competing Conceptions of Globalization”, Journal of World-Systems Research, 5,2, Spring
1999:1-17 at p.10



systemic actors (i.e. the US) no longer having (traditional) control of a politico-economic

structure it did so much to project, encourage and sustain in the post -WW2 period.

It is a fact, after all, that at the beginning of the 21* century new global technologies and
corporate capital has unparalleled power and influence. The ‘world-wide web’ exists and, at
least potentially, has ‘global reach’. So do the enormous multinational corporations (MNCs) that
have developed in the period since WW2, to the extent that in the mid-1990s, 440 MNCs had
annual turnover’s of over 10 Billion US dollars, while only 70 or so countries worldwide had
GDP’s of this magnitude.'” Moreover, the growth since the 1970s of unregulated off-shore
capital markets and of short-term capital mobility has, undoubtedly, had a significant impact
upon the capacity of states to manage their own economies and supervise the international

financial system in the traditional manner.

These are facts that cannot be denied. But the question of what they mean is an altogether more
complex issue. In this paper they will be taken to mean that, as part of a long term and ongoing
symbiotic relationship between the modern state system and modern global capitalism, the
current era represents a phase in which the ‘economic’ dimension has, through a range of
‘political’ decisions and contexts, become a powerful (ostensibly independent) force helping to

drive the system to the limits of and perhaps even beyond its traditional parameters.'®

On the other hand, it will not be taken to mean that the world of states and power politics has,
virtually overnight, given way to a new structural and conceptual reality in which global life is
transformed by the “remorseless flows of capital, people and information within a single world
market”.19My suggestion, rather, is that we need to recognise the present era of globalisation as
an integrated, multileveled and multifaceted articulation of both global and international factors
which requires the kind of comprehensive, nuanced appreciation of it that one rarely finds in the

contemporary globalisation literature.

17 See, Sklair, Ibid, 1999:4. For confirmation, see J.A. Scholte, Globalization: A Critical Introduction ((London:
Macmillan, 2000):130 -132

' For example, the Bretton Woods Agreement, the US policy response to the Vietham War and the end of Bretton
Woods; the accelerated ‘liberalisation’ of GATT; the end of the Cold War. More on this shortly. In this context
Susan Strange was spot on in pinpointing US foreign policy decisions as intrinsic to the global breakout of capital in
the 1980s. See, Strange, The Retreat of the State (Cambridge: Cambridge University Press, 1996) and Casino
Capitalism (Oxford: Basil Blackwell, 1986)



Such appreciation is to be found, I suggest, in the broader historical investigations of the modern
era associated with scholars such as Michael Mann, Fernand Braudel and a range of historical
sociologists and international historians who recognise what was implicit in the introductory
section - that the symbiosis between the major states and capital which sparked off the
contemporary phenomenon known as ‘globalisation’ is actually an intrinsic feature of the
historical development of the modern state system and of its intrinsic relationship with global
modernity per se.”’ Ian Clark’s contribution is important here also, in emphasising the need for
more precision regarding this symbiotic relationship, concerning not just the (external)
interaction of states and the global system , but the internal form and nature of the major states,
as integral factors in the shaping of that (external) system. Seeking this precision, Clark asks, “Is
the only story to be told one of declining state autonomy in the face of remorseless
globalization?. Or is there a more complex process that needs to be unravelled whereby what the
state now seeks to provide in the shape of ‘goods and services’ is as much a functioning of its
changing self image and identity as any impotence in the face of determining global forces?”.*'

This is an important question in any critical engagements with arguments proposing the ‘death’

or ‘demise of the state’ on the basis of an externally enforced (e.g. ‘competition state’) structure.

In this paper it is to be a central analytical component of a discussion which also seeks to
“unravel” the process by which major states (agents) become active participants in the global
forces (structure) which ostensibly determine their domestic nature and policy options. In this
context (and with due deference to Bagehot) the state becomes the buckle which binds the
philosophies, interests and ambitions of various actors (individuals, political groups, firms,
economic corporations etc) to domestic and global structures in the contemporary political
economy. The issue then becomes one of linkage - of how the political and economic policy
preferences of the dominant actors within the state are actually connected to political (e.g.

institutional) and economic (e.g. markets) structures in the ‘external’ arena. The question of how

K. Ohmae, cited in C. Hay and M. Watson, “Globalisation: ‘Sceptical Notes on the 1999 Reith Lectures”
http://news2.thls.bbc.co.uk/hi/english/static/events/reith%5F99/week1/week1.htm 417-419 at 419

2 For example, see M. Mann, The Sources of Social Power: A History of Power Vols. 1 and 2 (Cambridge:
Cambridge University Press, 1986 and 1993); F. Braudel, 4 History of Civilization (New York: Penguin, 1994); C.
Tilly, Coercion, Capital and European States AD 990-1990 (Oxford: Basil Blackwell, 1990); 1. Clark, Globalization
and Fragmentation (Oxford: Oxford University Press, 1997), and Clark, Globalization and International Relations
Theory (Oxford University Press, 1999)

*! See Clark, op. cit., 1999:106. This is a theme to be found in slightly different form in the ‘social forces’
perspectives of Robert Cox and others, in the more specific enquiries into the impact of the contemporary ‘neo-
liberal’ state of Stephen Gill, and in the path breaking work on states and markets of Susan Strange




the symbiosis of politics and economics, states and markets actually works. Of how agency

shapes structure and is shaped by that structure.

This is an issue of great complexity which I can only touch on in this paper in rudimentary terms.
But in the discussion to follow I will try and indicate some of the linkages between agency and
structure, the political and the economic, the (state) inside and (market) outside which have
created globalisation in the current era. In so doing I will reformulate the globalisation question
in a way that, it seems to me, is most appropriate for this task — from one which asks what
globalisation ‘means’ per se — to that which asks: (i) what historical conditions, political
practices and social knowledge forms had to be in place before ‘globalisation’ could take place?:
(i1) what interests were/are served by these political practices and knowledge forms?: (ii1) Do
these historical, political and intellectual conditions leave room for resistance to them?: (iv) If so
what is the nature of that resistance likely to be in specific empirical sites and in specific cultural

contexts ?.

In the larger work of which this paper is part, I will seek to ask these reformulated questions of
agency and structure in a number of historical, political and intellectual contexts. In the present
work I will concentrate, primarily, on what I consider to be the crucial symbiotic relationship of
the current globalisation era — that between elite (political, economic and military) actors within
the United States (US) - and the structure of the international-cum-global political economy in

the period since WW2.

This again is a difficult, multifaceted and highly contentious area of analysis. What I offer here
is, necessarily, only a sketch rather than a deeply etched portrait of a complex relationship. It is
a sketch, nevertheless, which retains a critical edge in largely repudiating the way in which this
portrait has been painted in recent times by those walking the fine line between neo-liberal and
neo-realist commitments to hegemonic stability theory.”” In this paper my argument is

somewhat less heroically inclined. It is, simply put, that the phenomenon we know as

2 A portrait daubed in red, white and blue, which shows the face of an essentially benign post-WW?2 superpower
seeking to liberalise a shattered global system, only to be frustrated and thwarted in the 1970s by a combination of
its strategic obligations (the war in Vietnam) and a range of challenges to its economic position, primarily by those it
had supported and nurtured in the post-war years. In this picture of past, present and future, the world needs the US
as hegemon if it is to have prosperity and stability. For another questioning of this portrait see R. Higgott, “Beyond
Embedded Liberalism: Governing the International Trade Regime in an era of Economic Nationalism”, in P.
Gummett, ed., Globalization and Public Policy (Cheltenham: Edward Elgar, 1996). On the fine line between neo-



globalisation emerged from a project of good old fashioned political opportunism on the part of
the US after WW2, albeit on a grand scale. More specifically, I argue, tensions evident in the
process by which the US sought to create political and economic hegemony at Bretton-Woods, in
particular, are intrinsic to the phenomenon we now refer to as globalisation. Tensions emanating
from a coalition of politico-strategic and economic forces attempting to put into place a strategy
of ‘patriotic internationalism’ (rather than ‘embedded liberalism’) as the keystone of the post-

1945 world order.

In this context, I suggest, the current phase of globalisation actually emerges from the
contradictions intrinsic to this ‘patriotic internationalist’ perspective in the 1970s, as the US
sought to retain its hegemonic status at a moment when the original Bretton-Woods framework
had became untenable, and as the US ‘national interest” becomes increasingly (and consciously)
integrated with the global agenda of US MNCs -and a financial marketplace that, by the 1980s,
was operating, to all intents and purposes, beyond the traditional parameters of (state) control. In
the ensuing period the shifting balance of forces within the post-war symbiosis has become
increasingly evident, with the US itself undergoing significant domestic reconfiguration as its
relationship with global capital has deteriorated, and as it has experienced some of the
vicissitudes of the Structural Adjustment Programmes (SAPs) that it has so enthusiastically

promoted throughout the Third World.

The crucial factor here is debt. In the case of the US it has been the escalating national trade
deficit which, since the 1970s, has been a major source of concern. A concern which became a
crisis in the 1980s and 1990s and which rendered even the US vulnerable to the whims and
fluctuations of the global financial markets. Indeed, the late 1990s saw the US borrowing from
the financial markets the equivalent of that which it spends on national defence, simply to pay
the annual interest payments on its national debt.”® This situation continues as, at the beginning
of the 21 century, does the faith in “patriotic internationalism’ within a US corporate-globalist
elite now wedded to neo-liberal perspectives on both domestic and global affairs. Thus, to the

very logic and practices which, according to one observer has, “like a deceptively stable southern

liberalism and neo-realism, see Steve Smith, “New Approaches to International Theory” in J. Baylis and S. Smith
eds., op. cit., 1997: esp. 169-173.

3 See Greider, op. cit., 1997:308. Susan Strange was again correct here in emphasising the debt and credit issue as
integral to the power of the financial markets, even in relation to the strongest of states. See Casino Capitalism, op.
cit., 1986.



California hillside [shifted] the social conditions of life for average Americans in ways almost

unthinkable a relatively short time ago.”**

This downward shift in American social conditions has perturbed many others too who,
unimpressed by the ‘fictitious’ nature of the current upswing in the US economy, and by the
enthusiastic response of the US to the WTO and its more aggressive globalisation strategies,
have pointed to the increased social dislocation, widening chasm between rich and poor, and
broadening culture of insecurity among great numbers of people within the US - as a microcosm
of a desperate global scenario. »The concern here is that things can a only get worse if the major
‘political’ actor in the system cannot acknowledge the problems it faces, and indeed if it
continues to effectively hinder any movement towards a fairer, more democratically inclined

world order in the foreseeable future.

This is an issue I will return to at the end of the paper. At this point I want to turn, more directly,
to a moment of unequivocal optimism and power in US history, that moment around the end of

WW2 when one begins to see a powerful coalition of social forces within the US seeking to

24 See, M. Rupert, “Contesting Hegemony: Americanism and Far-Right Ideologies of Globalization”, in K. Burt and
R. Denemark, eds., Constituting International Political Economy (Boulder, Colorado: Lynne Rienner, 1997:135.
The notion of neo-liberalism here relates both to a theory of globalisation and to a policy perspective derived from
that theory. Its primary themes are outlined well by Scholte, op. cit., 2000:34-35. They are: (i) an updated
commitment to the classical liberal view that market forces will “bring prosperity, liberty, democracy and peace to
the whole of humankind.” (ii) the view that state borders should not form artificial barriers (e.g. tariffs) to the
efficient allocation of resources in the world economy; (iii) that there should be the abolition of most state-imposed
limitations on movements between countries of money, goods, services and capital; (iv) the removal of state controls
on prices, wages and foreign exchange rates and the privatisation of the state’s productive assets; (v) the reduction in
state provision of welfare guarantees with markets becoming the major actors in the provision of pensions, heath
care, social services, education etc. In this form neo-liberalism has become the “reigning policy framework” of the
globalisation era. In the IR and IPE context the connections between this neo-liberalism and neo-realism is again an
important factor. On this see Smith’s comments in “New Approaches to International Theory” in J. Baylis and S.
Smith eds., op. cit., 1997: esp. pp.169-173; and D. Baldwin, ed., op. cit., 1993.

S The term “fictitious’ is used by Xabier Gorostiaga in “Latin America and the New World Order”, in J. Brecher et
al eds., op. cit., 1993:76. The theme is to be found in a variety of works. See James K Galbraith, Created Unequal:
The Crisis in American Pay (New York: The Free Press, 1998); W. Greider, One World: Ready or Not (New York:
Touchstone Books, 1997); and T. Schrecker, ed., Surviving Globalism (London: Macmillan, 1997). But this is a
very complex issue. It centres on the question of whether or not the US economy is now producing genuine
surpluses from its balancing of the ‘primary’ budget (spending on actual Government programmes as against taxes
and other revenues from the public sector). The Clinton Administration and neo-liberal economists claim it is and
that they are being used to pay off the underlying debt. A range of commentators — representing the full political
spectrum — disagree, suggesting that the books are being cooked in an election year and that the ‘surplus’ is false, in
that it includes a range of other surpluses, primarily those siphoned off from social security trust funds. For a
discussion on this see the authors above and, among others, “Grandfather Federal Government Debt Report™ at
http://home.att.net/-mwhodges/debt.htm; and “The National Debt” at http://home.europa.com/-
blugene/deficit/debt.html; and “The Public Debt to the Penny” at http://www.publicdebt.treas.gov./opd
/opdpenny.htm. For the position of President Clinton, see “Clinton Announces Record Payment on National Debt”
at http://www.cnn.com/2000/ALLPOLITICS/stories/05/01/clinton.debt/




externalise their interests and ambitions as part of an ‘American Century’ project, centred on the
twin policy pillars of the ‘dollar and the bomb’. At this moment, I suggest, one also sees the
beginnings of the great post-war symbiosis that was to become the neo-liberal ‘globalisation’

project of the 21* century.

Framing the American Century: Via the “Dollar and the Bomb.”

At this crucial historical moment the stakes were high for those seeking to press home the post-
war advantage of the US and enhance their own interests in the coming new world order. For
corporate sectors seeking an end to Roosevelt’s New Deal policies at home, and any return to
isolationism abroad, the ‘dollar’ meant export-led growth, the integration of world markets, a
revived Europe as a market for US goods, hostility towards socialism and trade unionism, and a
post-war US state committed to big business and small government. For conservative
politicians, political realists and military strategists the ‘bomb’ had an equal significance. It
meant the capacity to contain the enemies of the US (i.e. the SU); to reconstruct Western Europe
as a strategic bulwark against Soviet expansionism and to create, at home, a military-industrial

complex designed to enhance the projection of US strategic power - globally.?’

In tandem, (e.g. as the Cold War combination of the Marshall Plan and the Containment policy)
these shared coalition interests effectively re-defined the nature of the ‘political’ and the
‘economic’ (the ‘international’ and the ‘global’) in the post-WW2 era. In this sense, the
‘political’ and geo-strategic Cold War was very much the contemporary catalyst for an
‘economic’ project centred on the global interests of the leading Western states - interests now
articulated by the US. Hence, the proposal of Secretary of State James Byrnes in 1945 that, “In
the field of international relations [the US] has joined in a cooperative endeavour to construct
an expanding world economy based on the liberal principles of private enterprise, non-

. . . . . .28
discrimination, and reduced barriers to trade”. (my emphasis)

This resulted in a series of (internal and foreign) policy decisions designed to counter the Soviet

threat strategically and economically, via an amalgam of traditional power politics and a theory

26 The theme of the ‘American Century’ and the ‘Dollar and the Bomb’ is to be found in Mel Gurtov, op. cit.,
1991:36. A more general discussion of such themes is in Fred Block, The Origins of International Economic
Disorder (Berkeley: University of California Press, 1977) esp. ch. 3.

Y For a general overview of these themes, in this context, see Block, op. cit., 1977: 33-50



of economic growth designed, above all, to enhance US national advantage within a devastated
international arena.” More specifically, one saw in the US a coalition of politicians of both
major parties, business executives and financiers, military spokespeople, academics and editorial
writers, “formed to pursue economic expansion, at home through growth and overseas through
empire”.*” This coalition, whose opposition to the New Deal was so effectively articulated and
applied that it could connect Roosevelt’s initiatives to the Soviet threat theme, could just as
effectively portray any inclination toward ‘welfare liberalism’ as an outmoded, and potentially
un-American, activity. Consequently, and very quickly after WW2, there was “little room on
ship for liberal politicians who kept alive an aggressive and articulate concern with income
distribution, economic planning or international idealism”. Just as clearly, there was now a
diminished formal space “for those who were not hard headed enough or realistic enough to
understand that growth and empire, unlike dissent and reform, meant concessions to established

31
sources of power”.

The legacy of the New Deal was not immediately assuaged, of course, but from the moment that
business and government interests began their pragmatic coalition at the heart of the post-war
strategy, the (patriotic internationalist) die was effectively cast, both within the US and,
increasingly, within the post-war system it now sought to dominate. At Bretton Woods, this
coalition strategy and the attitudes underpinning it were institutionalised at the heart of the post-
war world order. Accordingly, at every (Keynesian) turn, US delegates tilted the Bretton-Woods
Agreement toward the kind of global trade strategy which best suited US national interests - now

represented as the interests of the global community per se.

Bretton Woods and the Pursuit of Patriotic—Internationalism
The Bretton —Woods era was a dream — an arrogant dream...The notion that

we could rebuild the world and develop the industrial capacity of poor

28Cited in J. Kolko and G. Kolko, The Limits of Power (New York: Harper and Row, 1972): 23
¥ In 1946, of course, the US economy was effectively the world’s economy. With nearly half the world’s
manufacturing produced in the US and with it controlling nearly 75% of the world’s gold reserves.

3OSee, Alan Wolfe, America’s Impasse (Boston: South End Press, 1981):12; Block, op. cit., 1977; and E. Helleiner,
“From Bretton Woods to Global Finance”, in R. Stubbs and G. Underhill, eds., Political Economy and the Changing
Global Order (London: Macmillan, 1994)

31 Ibid, Wolfe, 1981:23



countries and think that we would not someday have to compete with them

and their low-wage rate labor — that was arrogant. >

Two brief examples of the ‘patriotic internationalist’ strategy are worth recording at this
juncture, in regard to the IMF and the World Bank, institutions created at Bretton-Woods to
provide post-depression and post war stability in the global economy. The original IMF proposal
(put forward by Keynes and Harry Dexter White) was centred on the regenerative potential of
international liquidity. The idea being that a safe expansion of the international economy (via an
IMF liquidity fund) would provide post-war national economies with the capacity for
restructuring and regenerating their own futures, thus providing a stable ‘floor’ for the system as
a whole, in the hope that none should fall through as in the depression years. Allied to this
premise was one which argued that it was imperative that national governments control their own
financial policy in relation to IMF liquidity funds, as a further spur to healthy (e.g. democratic)

and stable redevelopment in the post-war years. 33

The actual IMF Agreement which emerged operated on significantly different premises,
primarily because of the power of the US delegation, whose concern for free trade was exposed
as very much secondary to a concern for a global trade regime dominated by the US. The result
was an IMF which, instead of receiving $US32 billion in liquidity funds for transference to ailing
economies, received $US1 billion. Moreover, instead of the funds being unconditional, a range
of conditions were added to the process by which they were to be granted. Thus, funds (i.e.
loans) could only be drawn in the currency in which they were to be repaid (i.e. read US dollars);
they could only be drawn if “internal economic adjustments” were made (i.e. read adjustments in
line with US economic policy); and they were to be contingent on no outflows of capital (i.e.

read US restrictions on spending policy). **

The original World Bank notion suffered the same fate. Initially perceived as a lending
institution concerned primarily with sponsoring post-war social reform in Europe, it was

effectively transformed, by a coalition of bankers and The US State Department, into another

32 The view of Christopher Whalen, an international financial consultant in Washington DC, cited in Greider, op.
cit., 1997:287

3 Wolfe, op cit, 1981:145

** Initially the figure of $9 billion was agreed, but after the USSR dropped out of the fund — hardly an unexpected
occurrence — the $1 billion figure was granted. See Wolfe, Ibid: 147. See also F. Block, op. cit., 1977:32-34 and
110-114, on the IMF and the US “national capitalist assumptions” which underlay it.



vehicle of US national interest. This was achieved as the US delegation increasingly tightened
the Bank’s charter and, eventually, as it stripped it of the ability to lend money per se, leaving it

only with the authority to guarantee loans derived from other (e.g. US corporate) sources. >

At the first formal meeting of the IMF, under the auspices of the Truman Administration and
amid an acceleration of Cold War tensions, any lingering ambitions that Keynes or the ‘liberal
internationalists’ might have retained about the possibility of changing this strategy, and the
nature of the new world order, were quashed further when the US delegation declared that the
IMF was to be centred in Washington DC, and that the US government was to have veto power
over the Bretton Woods institutions per se. This now confirmed to the US’ post-war partners
what Keynes and others had suspected from the beginning, that “the basic intent of US foreign

economic policy [was] to facilitate the overseas expansion of US business.” *®

If the die was indeed cast in favour of ‘patriotic internationalism’ at Bretton Woods then so,
perhaps, was the flaw in its emerging globalisation strategy — a flaw that was to undermine
Bretton Woods and lead to the current phase of globalisation after the 1970s. This again is not
an issue that lends itself terribly well to brief or rudimentary analysis. Suffice to say that the
flaw in question here was that emanating from the initial ‘political’ decision by the US at Bretton
Woods to effectively prevent the growth of the post-war international economy except under US

control and tutelage.

In economic terms this strategy was most obvious, perhaps, in the promotion of a liquidity gap in
the global economy - and the attempt to fill that gap with US dollars.’” The problem here, of
course, was that as national economies in Europe and elsewhere (e.g. Japan under US leadership)
began to experience significant post-war growth, the need increased for funds to finance that
growth. This, by definition, placed pressure on the US dollar, now effectively the world
currency and a currency pegged to the gold standard. The result was that huge amounts of US
dollars, and its gold reserves, began to flow overseas as the post-war economic boom was
financed via the US economy. This, in turn, created increasingly large balance-of-payments
deficits for the new global hegemon which, initially (during the 1950s) it turned to its own

advantage, but which eventually became a problem requiring significant reformulation of its

% See, Wolfe, Ibid, 1981:47
3 See, F. Block, op. cit., 1977: 163
bid : ch. 5



global role — a reformulation, I suggest, which was to lead to the structural condition we now

refer to as globalisation. *®

By 1960 the incoming Kennedy administration was faced with this balance of payments crisis -
one the US could no longer ignore. The US deficit stood at this time at around $3.5 billion and
the outflow of gold reserves in particular was, according to Kennedy’s economic advisors, the
single most serious issue facing the country.” The problem for Kennedy was enhanced,
however, by the fact that the most obvious courses of action open to him, to deflate the internal
economy (e.g. via wage and price controls), place controls on the export of capital and/or cut
back on US military spending abroad, particularly in Europe, ran counter to US national
interests, as articulated by business leaders at home and a Congress committed to a Cold War
containment of the Soviets. The ‘deflation’ option also ran counter to the views of those of a
(broad) Keynesian inclination attracted to the Kennedy Administration and to a (brief)
resurgence of the ‘soft’ liberalism that had been marginalised and vilified during the Bretton

Woods meetings and in the early years of the Cold War.

Confronted with this stalemate situation the Kennedy years were spent tinkering around the
edges of a Bretton-Woods system favoured by the banking and business sectors, and by the
military-industrial complex that Eisenhower had warned of. There were, nevertheless, some
attempts to more genuinely internationalise and liberalise the ostensibly—liberal-international
system during the Kennedy era (e.g. the Trade Expansion Act, 1962, the Kennedy Round of
tariff negotiations under the auspices of the GATT, 1963). These initiatives, however, like his
(JK Galbraith inspired) plan to finally use the IMF as the source of greater international liquidity,
were thwarted - primarily by two Kennedy appointees from the corporate sector - investment
bankers Douglas Dillon as Secretary of Treasury and Robert Roosa, his major advisor on the
currency and gold crisis.* This, even though it has been estimated that if Keynes’ original plan
had been introduced in 1945, it would have accumulated $US 30 billion in unconditional

liquidity — enough to finance the US deficit throughout the 1950s and 1960s."!

** Ibid:115-118 and 165-166; and Wolf, op. cit., 1981:152

*For the figures, see Block, op.cit., 1977:141; and on the theme re. Kennedy see, Wolfe, op. cit., 1981:157

“See, Wolfe, op. cit., 1981:159

Richard Gardner, cited in Wolfe, op. cit,, 1981:157. Ultimately, Kennedy ended up increasing military spending in
Europe and worsening the balance-of—payments problems.



But the problems of thwarted liberal initiative and a worsening balance-of payments crisis were
as nothing compared to that which followed for the US, now increasingly embroiled in the
Vietnam War, a conflict which saw US strategic and economic policy effectively unravel as it
began to lose its capacity to organise the global system, on its own terms, and as its post-war
‘internal’ coalition begin to break down. The impact of Vietnam upon US society was, in this
sense, an indication of the precariousness of its status as global hegemon in the 1960s and 1970s,
even at its moment of unparalleled strategic and economic power. A precariousness centred upon
the self-interested foundations constructed at Bretton Woods, and a ‘patriotic internationalist’
mind-set which worked to the great advantage of US national interest only while it remained
possible to effectively freeze post-WW2 global political and economic relations in place. This
became increasingly impossible as the US became more and more involved in Vietnam and as
the sheer scale and cost of US military commitment, "deranged the Western [political and]

economic system that the cold war had originally sought to cement.”"

Vietnam, the MNC ‘Solution’ and the New Balance of (Symbiotic) Power

The Vietnam War wrenched apart the post-war politico-economic coalition within the US elite,
sparked off the greatest social turmoil since the Civil War of the 1860s, accelerated the collapse
of the Bretton Woods system and, during the decade or so of US involvement in the War
(approximately 1965-1975) induced a period of profound global change which even the Western
superpower could not control - at least not in the traditional manner. In the aftermath of the War,
nevertheless, the US sought other ways of regaining control, in acknowledging the need for
‘burden sharing’ and multilateral structures of global governance and, increasingly, in seeking to
retain the benefits of hegemony while offsetting some of the costs - by actively supporting US
multinationals (MNCs) in their global pursuit of ‘free trade’.

In this way (and enjoying the breathing space afforded by détente) the US sought equilibrium
after Vietnam as part of a refashioned global strategy in the post-Bretton Woods era. But major
cracks now appeared in its global trade policy. Disputes between the US and Japan over textiles,
and the US and Europe over food, began to surface as Cold War tensions were eased with the

USSR. And there had been tensions between the US and Japan, in particular, during the

42 See, M. Hudson, Global Fracture (New York, Harper and Row, 1977): 49



Vietnam War, as the US currency crisis saw it reluctant to convert foreign currency holdings into

gold and as the Japanese began to openly blame the US for its own rising inflation levels.

It was against this background that, in August 1971, Richard Nixon sought to solve some of
these problems via a New Economic Policy, which decoupled the US dollar from the gold
standard, thus rescinding the Bretton Woods Agreement and revoking the status of the US dollar
as the global currency.” But at this moment of extraordinary volatility in global affairs, and with
the Bretton Woods brakes taken off currency markets worldwide, the tensions within the post-
war US coalition only increased as relations between its elite political and economic sectors
began to crumble. The key factor here — and it was to become a key factor in the globalisation
surge to follow — was the role and status of the MNCs and their increasing tendency to shift their
allegiance and their investment focus away from the restricted ambit of the US policy framework
and the ‘national’ interest per se. To understand something of why this was so, and of the
implications it had for the US political sector in the 1980s and 1990s, is to focus again for a

moment on the problems that faced the Kennedy and Johnson Administrations in the 1960s.

Unable for a variety of reasons to follow deflationary policies at home and/or decrease US
military spending abroad, both Kennedy and Johnson turned to another kind of solution which
had the distinct advantage of appeasing the business and military establishments whilst,
potentially at least, alleviating the balance of payments crisis. This solution, simply put, was to
further project the ‘internal’ directly into the ‘external’ realm — in this case by rapidly expanding
the US private sector beyond US borders and providing massive support and encouragement for
US corporations around the world. In return, as Robert Gilpin has proposed, “the United States
government began to regard the multinational corporations and their growing overseas earnings
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as the means to finance America’s hegemonic worl