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Introduction  

The ongiing transformation of the world polity may be presented in the form of four distinct, but inter-

related elements.1 The first of these is the transformation of the state system, associated with the 

collapse of the communist system, the primacy of the USA, and the trend to fragmentation of political 

authority, as the number of states multiply and the variety of regulatory bodies proliferate. The second 

element is the relentless retreat of any alternative forms of government to  ‘market democracy’, as 

various forms of despotism collapse, populations become better informed, market scope widens, and 

institutional competition takes its toll. The third element is the the recreation of the world market under 

the aegis of the western powers, and by the United States in particular, to reach a level of integration 

unknown since the first decade of the 20th century. But unlike the earlier period, trade and investments 

after 1945 have been overwhelmingly by large industrial corporations, financed by the explosive 

growth of global financial markets. The fourth element  is the growth of the industrial or service 

corporation, initially based in a home country, and with subsidiaries or market outlets in host countries, 

towards becoming a transnational group with subsidiaries and markets located around the globe, and 

with a widely dispersed shareholder community, and a non-national recruitment policy. All available 

indicators, such as the estimated global sales of foreign subsidiaries, point to the continued expansion 

of international production and the deepening of interdependence in the world economy, beyond that 

achieved by international trade alone.   

These four, inter-related elements of the on-going global transformation are simultaneous in that they 

interact in a myriad of ways over the years. But each one of  them move at their own rythm and 

according to their very different components. Consider, for instance, the evolution of the global state 

system, in relation to the other three elements, the norms of governance, the development of markets, 

and the expansion of corporate activities. The post-1945 system took final shape about the mid-1950s, 

and lasted in slightly modified form until 1991. Relations between the central powers varied from 

confrontation to détente, or from involvement to disinterest according to region or the mood of the 

moment. It was in the course of the 1970s, during the height of a period of détente, that human rights 

became embedded in the unwritten constitution of the EU, and Portugal, Spain and Greece showed the 

way to what became a political contagion of transition towards representative forms of government 

around the globe. Meanwhile, the end of the cheap oil era confirmed the dollar as emperor on world 

financial markets, kept the moribund Soviet economy alive for a further couple of decades, and helped 

to accelerate the rise of the two champion export economies, Germany and Japan. This in turn 

prompted demands for trade negotiations on non-tariff barriers, encouraged the internationalisation of 

production and led the main financial centres to liberalise capital flows and domestic regulations.  

One widely held view is that we are in the midst of a long boom, which began around the turn of the 

1980s and may last through to the 2020s, when the world willl be on the verge of creating a global 

civilisation. 2  The argument here is that simultaneity and non-synchronisation in the dynamics of 
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transformation have led the old dialectics of the cold war system to be replaced by a global process of 

change at the level of markets, societies and cultures. Corporations are the leading revolutionaries in 

this process. Given the multiple linkages between the elements of the world’s transformation and their 

simultaneous non-synchronisation, and in particular the intimate interactions between porous frontiers 

and the legacies of human history, the least that can be said is that the future definitely is not traced out 

in linear form. The following sections present the global system after the cold war through the broad 

thesis of global convergence and four legacies from the past,  then introduces the driving forces that 

move the human narrative forward, and ends by commenting the resulting dialectical processes of 

change which reward or punish  different capabilities of organisations, particularly states, to adapt. 

 

The global system after the cold war. 

During the cold war, world affairs had been played out within a dangerous but predictable system 

structured around the competing alliances of the two great powers, their allies and their clients. US 

containment strategy aimed to bottle up communism within the boundaries of the Soviet Union, and to 

contest its expansion abroad. There were two variants of containment:3 one was to promote “a working 

economy in the world so as to permit the emergence of political and social conditions in which free 

institutions can exist.” The other was predicated on global military containment.The United States as a 

continental island was pre-eminent throughout Latin America and the Caribbean, with key positions in 

Germany, Japan and the Gulf. The US dominated the world seas and air-traffic. US bilateral alliances 

with Germany and Japan formed the cornerstone of their domestic and foreign policies. Their 

provisions in raw materials were ensured through US control of the world sea-lanes.The Soviet Union, 

by contrast, was a continental power, with a contested position in Germany and central Europe and a 

rival communist party-state in Beijing. Its energy and raw material supplies lay within its frontiers. 

Both sides invested heavily from the late 1950s onwards in the development of nuclear capabilities, 

which served as expensive instruments of psychological war and as incentives to restrict confrontations 

to conventional force. The two contestants’ fundamental conflict over different concepts of political 

community was played out in the arena of international politics.  

The heart of the great struggle between the US and its allies with the Soviet Union was over different 

ideas of political community and of economic organisation. The western allies stood on the belief of 

the necessary distinction between the sphere of public power and policy and the private domain of 

individual conscience and rights. 4  Government could propose and implement, but the public would 

dispose through open elections, freedom of association, liberty to express opinions, recourse to the 

courts, and constitutional guarantees of property rights. Restraint on state powers and a wide arena for 

the pursuit of individual or collective goals meant enthroning markets as indispensable  social 

institutions for the creation and distribution of wealth. The communist party-states predicated their 

mission to free the world from capitalism on the primacy of class war. Once in power, communist 

party-states tolerated no alternative to their rule, suspended the market, and allocated resources by a 

plan. They thus erected a monopoly on political power, on economic resources, and on “truth”. All 

economic decisions relating to production and distribution were centralised. Consumers had the limited 

freedom not to buy whatever was on offer, and to keep their opinions to themselves. This was the 
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party-states’ Achilles heal: by 1990, America’s affluent alliance held 80% of the world’s income and 

output, compared to the Soviet Union’s 2%.  The Soviet Union’s demise delivered the final blow to the 

world communist system, but also to US containment strategy. 

As the dust lifted slowly from the wreckage of the Soviet Union’s collapse, and the cold war drifted into 

history, the contours of the global system appeared in sharp outline. The US stood without equal, in a world 

of unprecedented inequalities of power and wealth. Capitalism’s predominance in the 1990s left the 

world looking two ways: back to pre-1914, and forward to the twenty-first century. Pre-1914 seemed in 

many respects a golden age of civilization, cut short and wrenched from its path by war and revolution. 

Was the world heading forward to a renewal of the golden age, or towards the disasters which 

overcame it in the past?  The golden age vision foresaw the world converging on unprecedented levels 

of wealth induced by the spread of market democracy and sustained by more elaborate institutions for 

global governance. Yet at the same time, it was not difficult to discern that the legacies from the “short 

twentieth century”, 5 bridging the years between 1917 and 1991, had left significant differences to the 

earlier period. Let us briefly examine the thesis of convergence, and then isoldate some of the key 

differences to the earlier period. 

 

Towards convergence and global governance. 

The opening years of the “long twenty-first century”  witnesses a world economy in many respects more 

integrated than at any period of history. Where is the world heading? Conventional wisdom has the 

world converging on western political norms, on western economic policy, and on a market-driven 

process of world integration.  

• Convergence on political norms seems written into the victory of the advanced industrial states 

over autocracy. No western contestants are left to challenge constitutional democracy, as in the 

1930s when fascism, national socialism and communism offered alternative formulas. The 

Catholic Church has lined up with the Protestant churches in support of democratisation.6 

Theocracy is a formula contested in Islam. The Asian developmental state, exemplified in Taiwan, 

attracts wider acclaim as having a demonstrated ability to drag populations out of poverty in the 

space of a generation. 7 But the virtues required of its leaders are those of an élite, chosen through a 

rigorous process of selection. Such élites are  rare. A sharp drop in support for communist ideals, 

and the failure of military dictatorships around the world to deliver on their promises of law, order 

and growth, has led to a contagion of political transition towards representative forms of 

government. 8 The last decades of the twentieth century have not been kind to dictators.9 

Democratisation has been accompanied by a general shift from state-led  growthmanship to more 

market oriented policies, as dictators left behind them economies wracked by inflation, debt, 

pollution and poverty.10 As the Indian economist Deepak Lal has written, “many developing 

countries are closer in their official workings to the rapacious and inefficient nation-states of the 

seventeenth or eighteenth century Europe, governed as much for the personal aggrandizement of 

their rulers as for the welfare of the ruled”.11 The conclusion is that the necessary, but not 

sufficient institutional arrangement to generate the efficient allocation of resources is competitive 

markets. Accountability of regulators and transparency of markets are only credible under 
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democratically elected governments. Both the EU and the US attach political conditions to 

commercial accords to foster such developments, as do financial institutions, conditional to 

political change and institutional reform.  

• Convergence in economic policy approaches may be traced through the transition away from the 

government-centred design typical of the post-war period, as functional tasks are re-allocated away 

from the visible hands of states to the invisible hand of markets. Government activism in markets 

generated first competiton in the growth charts--initially stimulated when the Soviet leader, 

Khruschev, boasted that the West would be “buried” within a decade by a communist cornucopia 

of consumer goods—followed by inflation, currency speculation and crashes. Economic doctrines 

succeeded one another with bewildering rapidity, starting with the simple railway analogy of 

states’ economies running on parallel tracks, involving a game of “catch-up” and “overtake”, to the 

analogy of the state as a manufacturing plant which management, in other words the civil servants, 

were advised to work at full compared to actual capacity through a more efficient use of resources, 

and by state promotion of investment, saving and demand. Political scientists,too, joined the party 

with the ideology of political pluralism, as providing an explanation of “who gets what” in the 

scramble for resources. Public policy, political scientists proclaimed, was a temporary product in 

the lasting struggle among competing interests operating in a political system.12 As a result, 

government spending in rich countries suffered  upward creep from 28% of gdp in 1960 to an 

average 45% in the 1990s. The crusade to roll back the state, and slay the dragon of socialism, was 

launched in the 1980s by President Reagan and by Prime Minister Thatcher. The two leaders set 

western diplomacy the task of strengthening markets as the main co-ordinating device for western 

societies. Their efforts were re-inforced by the joint move to deepen European integration, and to 

engage the world in a further round of market opening negotiations. The market, this view holds, is 

a self-regulating system, whose key player is the entrepreneur, not government. Entrepreneurs in 

order to fulfill their vital function require predictable conditions. These can only be assured when 

governments are constrained by binding rules, and policy is farmed out to independent expert 

institutions, such as central banks and competition authorities. Institutional differences between 

national markets would wane as governments  withdrew from efforts to macro- and micro- manage 

their economies through their array of policy instruments, public policies and related policy 

communities. Relative prices for goods and services within the national economy would be 

directly tied into the world price system as governments abandoned capital controls, and foreign 

exchange rates were set by world markets.  

• Convergence on high global living standards now beckons through a more rational world of 

expanding wealth. The US stands without peer at the pinnacle of a world system whose 

development it influenced and shaped like no other power. Globalisation depicts a One World 

driving towards shared prosperity, democracy and better living conditions for all. A cascade of 

new technologies are accelerating the pace of innovation, combined with an unprecedented 

opening of all on to world markets. Western corporations pour technologies into the poorer regions 

of the world, where labour is abundant, cheap and talented. Global financial markets, no longer 

under political lock and key, provide capital, ending the historic capital shortages of developing 
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countries. All countries which wish to sign up to propserity are advised to end controls on capital 

flows. Within a couple of decades, there will arise a huge trans-national market for consumers. 

This drive towards a more efficient allocation of resources world-wide will promote more 

educated populations, encourage the world’s democratisation, promote greater security between 

states with similar values and regimes, and eventually equalise incomes at an unprecedented high 

level of well-being. The world economy’s productivity levels are likely to lift historic growth rates, 

and within a couple of decades, the great planetary debate will have opened. The history of the 

twenty first century will be one of a civilisation of civilisations. This more harmonious world 

requires the development of a global governance architecture. That is the prime contention of the 

world’s convergence-at-a high-level-of-wealth story. Let us examine this story from the 

perspective of technologies, financial markets, and demography. 

The world wide web is the most tangible evidence of the revolution in information technologies. It 

hugely expands the reach of service providers while facilitating customisation to end users’ 

requirements.13 Customization to individuals’ requirements is inherent to the direct dialogue between 

service provider and user that the web opens up.14Given the web’s short life since its privatisation by 

the US Department of Defense in 1995, its potential uses remain to be explored. That exploration, it is 

contended, promises to disintermediate governments from tax payers, regulators from financial 

markets, brokers from clients or financial institutions from depositors. 15 It has begun to revolutionize 

business-to-business trade. The web fosters  cyberspace communities, and devalues geography and 

location. It undermines the authority of states, and further challenges the notion of sovereignty.16 It 

empowers individuals and eases their access to information, tools and markets. Potentially, it facilitates 

the return of small, technologically savvy firms, beyond the reach of regulators and located anywhere 

around the world. The beneficiaries will be “the cognitive élite”, 17 whose ranks are open to anyone 

from anywhere with the technical know-how to benefit by the Information and and communication 

technologies (ICT) revolution. The losers will be unskilled workers, particularly in the advanced 

industrial countries.  

The revolution in information technologies underpins the globalisation of financial markets.Their daily 

turnover excedes trade in goods and services by 100 to 1.This abundant supply of credit has been 

provided through a mutual conspiracy between governments and corporations to allow the 

development of a private world capital market, beyond the regulation of any one state or even of a 

collection of states. The old equation underlying post-war national economics has broken down 

whereby local savings equaled local investment, so that the integrated, around-the-clock global 

financial market now allocates world savings to end uses on a truly international scale. Global financial 

markets have grown by leaps and bounds as foreign exchange, bonds, and equity markets have come to 

form a seamless web to span the whole risk and return spectrum. Developing countries have been  

eager to tap these markets, but the price they pay to garner the benefits of access is to have to comply 

with the policy preferences of western investors. The world financial markets have, in effect, become 

judge and jury of the world economy. Nothing escapes their attention. Their verdict is replicated in the 

risk assessment agencies of the major financial capitals, that consign credit ratings on currencies, bonds 

or shares. And their vision is of a borderless world, operating in David Ricardo’s words,a “system of 
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perfectly free commerce” which “binds together by one common tie of interest and intercourse, the 

universal society of nations throughout the civilised world”.18 

Global market integration is further hastened by the advent of a huge world workforce, now accessible 

to corporations, which may move capital equipment to any location where conditions are judged suited 

to production in the value added chain.  The end of the cold war has created one world labour market, 

and the average cost of labour around the world has fallen correspondingly. This has major policy 

implications: labour organisations in the advanced industrial countries seek to restict corporations from 

dis-investing in their home countries, and shifting the weight of their operations to meet the huge 

potential demand in developing countries. Management and owners of corporations have nonetheless 

raised their commitments to invest in developing countries, where labour costs are far lower. In the 

short run, low labour productivity there tends to lift total final costs of output above rich countries. 

Over time, corporate management tends to help bridge the productivity gap by enabling the poor 

country workforce to learn at the job; by the use of ICT to help the poor country workforce to respond 

more flexibly to changing patterns of demand; by a continued effort by management to lower the costs 

of logistics; or by a continued upgrading of the capital goods deployed for production for exports. 

Export penetration by suppliers located in poorer countries into rich country markets, though, has 

elicited protectionist reactions. To the extent that rich countries protect their local markets, the only 

option then is for the world’s poor to export themselves. Europe is a prime target destination for the 

poor of the Eurasian continent, and Africa. 

These developments require the creation of a new architecture for global governance.It is at this point 

that the political debate becomes more audible. Market liberals with a penchant for government 

intervention consider that more open world markets have to be organised ‘from above’, through 

government co-operation, and through international organisation. This global élitism is necessary to 

mitigate inter-state rivalries, and the abuse of political or corporate power by the strong. Ultimately, a 

global public interest is best served by international organisations, governments, and non-governmental 

organisations working together for the good of ‘the international community’.19 By contrast to this 

essentially élitist prescription, classical liberals argue that a complex international political economy 

has to be built from the bottom up, on the basis of domestic national orders.20 If governments choose 

for political reasons to prefer some protectionism, then it is their choice. They should be left the benefit 

of the doubt that the economic penalties incurred are less than the political penalties which they have 

sought to avoid. Domestic political support for a diverse and in general open world economy may be 

thereby secured, without having to construct a distant and unaccountable global institutional 

architecture.As world markets develop, a universal brotherhood emerges binding peoples together 

through a web of private property rights, governed by private law, and relying on tradition and trust. 

The more the visible hand of politics replaces the spontaneity of market processes, the more trading 

relations between rich and poor will appear as imperialism in new guise.  

Overall, the vision is of a radiant future for mankind. The world will be increasingly wealthy and 

inclusive as global civil society develops a public law which overrides state sovereignties. Problems of  

adaptation to the new technologies, the uses to which they may be put, and imbalances in world labour 

or financial markets will be facilitated by the power of the forces impelling the world towards unity. 
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Wealth creation, the assumption is, will act as a great dissolvent on the tensions inherent to mankind’s 

progress to a higher civilisation. 

 

Legacies from the “short twentieth century”. 

Yet before rushing to this conclusion of the future as traceable through the emergence of a world 

society, we have first to establish what are the key features of the world system. The legacies from the 

“short twentieth century”, bridging the years between 1917 and 1991, have left significant differences 

to the earlier period, notably the multiplication and the diversity of states, the power of the global 

markets, the development of a global institutional framework in a partially integrated world society, 

and the particular arena of competition, no longer European so much as truly global. 

 

State diversity in a culturally non-homogeneous world 

One major difference to the pre-1914 world is the number of states in the global polity. In 1914, the 

world counted about 30 states. Liberal political values, proclaimed by President Woodrow Wilson on 

the US entry to war in 1917, introduced national self-determination as a central principle of world 

politics, introducing a deadly confusion between ethnicity and the right to statehood, and  heralding the 

break up of the European multi-national empires, followed later by the trend to decolonisation after 

1945. Fifty one states signed the United Nations Charter at San Francisco, their number multiplying to 

140 by the mid-1970s, and rising to 188 after the disintegration of the Soviet Union, Yugolsavia, and 

Czeckoslovakia. With over 6000 nationalities in the world, this trend to a political fragmentation of the 

world polity would appear to have a long life ahead of it, judging by the political tensions in Africa or 

in Indonesia, following the collapse of President Suharto’s regime. But as the world polity fragments, 

the diversity among states widens in terms of their relative wealth and size. States remain the pillars of 

theglobal system, but they are not the sole authorities in the world. They exist alongside one another as 

units in a system from which they cannot escape, and they co-exist with other organisations, notably 

business enterprises which compete and prosper in a world market.  

 

The challenges of global market integration  

The proponents of the “globalisation” thesis, whether enthusiasts or critics,  maintain, to the contrary, 

that markets have broken free of states, and now girdle the globe. Nation states are obsolete, and old 

civilisational fault-lines irrelevant.21 Local tastes are becoming homogeneous, to the benefit of firms 

that produce standardized products.22 A prime cause of this shift is technological change, which has 

been accelerating at an ever more rapid pace.23 This has increased the cost of capital for new 

innovations, and lowered the input of labour, raising the stakes for corporations and governments in the 

race to stay up with the competition. The trend is therefore well advanced whereby states have found 

their domestic autonomy undermined by the widening reach of the markets, which they have at the 

same time sought to promote in order to ensure regular rises in living standards. States are thus prime 

promoters of global markets. In the process, they have become more socially fragile as individuals and 

families look to their own interests first, and governmental capabilities to fulfil their primary functions 

weaken.24 Crime sindicates have long since gone global, so that no single state or even group of states 



 8 

can ensure the maintenance of law and order within their territory. Budget deficits and debts have 

weakened their ability to provide public goods, and prompted states to open the development of their 

infrastructures to global corporations. Military preparedness requires them to fund their equipment 

manufacturers by helping them to sell on to world markets, thereby contributing to global insecurity.  

 

Collective action efforts and the international organisations 

Market globalisation is the most familiar process discussed in the mass media. But neither global 

markets nor efforts to establish rules, principles and procedures to deal with a world polity and market 

are particularly new. Globalisation of foundation concepts in the laws that regulate business has existed 

for centuries, while the global state system of the 20th century has emerged from the European state 

system, which took its modern form in the Treaty of Westphalia of 1648.25 The global institutional 

framework has been laid mainly in the years after 1945, with its reference point is the UN Charter, as 

the source of international law and of international norms of conduct in the world society of states. The 

aim was, and is, gradually to transform the international system, so as to bring the ‘anarchic society’ of 

states more under a common law, similar to domestic law in individual states. This global regulatory 

activity has accelerated since the 1970s, due, some argue, to  a collective response to disorder in world 

affairs related to the hegemonic powers’ relative decline.26 Others observed that the world was  being 

“common marketised”as democracies abjured the heroism of power politics for the dull round of 

technical discussions about standards, taxation and trade.27 The US state, the UK state and the EU 

institutions are the prime regulatory sites of the world’s “common marketisation”. Transparency is the 

prime principle of the new factor of production, knowledge, at the heart of information technology, and 

plays a central role in the WTO, the IMF or the World Bank with regard to financial services and 

intellectual property rights. 

 

The clash of interests and the struggle for power, recognition. 

The arena of world politics and markets is one of unremitting conflict which resounds to the clash of 

interests between states and competition between corporations. This is the most widely held view of 

international politics and of corporate strategy.28 States are the prime units in world affairs. The tenet is 

predicated on the presumption of the seperability of the domestic domain of the territorial state, and the 

system of states where no authority is endowed with a monopoly of violence. The major political issue 

is how to preserve some minimal order and to prevent or to minimise the risk of war between states. 

Security trumps economic interdependence, as the lack of trust between states sets some limit to their 

readiness to  depend on world markets, and draws an invisible ring of defenses around their producers. 

Global capitalism is the instrument of the powers, their competing interests, and the way they are 

articulated through markets, corporate alliances or in legislation and international negotiations. States 

seek alliances in order to  supplement their own limited resources for their own purposes by borrowing 

the resources of their ally, and on their own terms as far as possible. But as all allies make the same 

calculation,  who gets what out of the alliance depends very much on relative bargaining skills and on 

the hierarchy of the allies’ priorities in any particular situation. Great powers by definition are 

concerned with a broader canvas of interests than smaller states, and maximise their returns from 
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alliance by minimising their commitments as far as possible to local rivals. They seek to sell their 

alliance as dearly to local contestants as the calculations of other great powers permit. Ultimately, the 

nature of the international system is shaped by relations among the great powers.  

These four different enduring characteristics of the world system complement one another. A diversity 

of states in a non-homogeneous world are penetrated and shaped by  global markets, operating 

powerfully to create a more homogeneous world civilisation. Aspirations to create a system of global 

governance out of the world’s existing institutional framework are the counterpart to a world of 

relentless competition between states, corporations or currencies. It is the impact of the world’s driving 

forces on this global system after the end of the cold war that creates the peculiarities of the world’s 

present transformation. 

 

Driving forces at work in the world.  

 “Driving forces” are the factors that move the plot of the story, the inner motors that propel the human 

drama forward. A crucial assumption is that these forces are sourced in human beings, who are 

responsible for the world that they live in. In addition, these forces are located in part in states and in 

particular in markets and in corporate organisations. They may be listed as following: 

* Technologies, rooted in the coded knowledge of the human race, improve at exponential rates, and 

condition changes in all aspects of human activity. Joseph Schumpeter, the Austrian economist, 

famously coined the phrase of the gale of “creative destruction” resulting from competition between 

industrial corporations for market shares. With more than 90% of all known scientists in the world’s 

history now alive, and a massive and expanding infrastructure of education around the world, 

laboratories are conducting the basic science for five waves great waves of technology—personal 

computers, telecommunications, biotechnology, nano-technology and alternative energy.29 Their 

diffusion is ensured by the secular fall of transport and communications costs, which in turn extend the 

reach of corporate planning processes. This has shifted the balance of power between states and 

corporations—the primary vehicles for global technology dissemination—and prompted the 

globalisation of their production, marketing, personnel and financial functions. As corporations need to 

recuperate the cost of investment in new technologies, they must look to world markets, drive down 

prices, improve quality, and continually innovate. In this context, creativity is the key to their not 

taking the slide to become commodity suppliers. Corporations scour the world for talent, as success 

depends in part on technological advantage and on reconciling the contradictory demands of efficiency 

with the need to craft corporate strategies to local conditions30. In so doing, they establish transnational 

networks of alliances and arrangements with other corporations, and enter bileral bargains with states, 

where control over outcomes are negotiated. This is the “new diplomacy”31 between states and 

corporations, which overlays and differs from the bi- or multilateral diplomacy of states. 

*Markets are indispensible  people-centred knowledge and information systems. The market 

mechanism prices all factors of production—land, labour, capital and technology—through the 

interplay of supply and demand. Recent authors claim that knowledge is a new factor of production, 

which is characterised by its abundance.32 Over time, knowledge creates increasing returns. 

Opportunities thus will tend to rise for high skill, adaptive and mobile workers, and decline for those 
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less skilled. For governments, this spells the urgency of effective and efficient educational provision; 

but equally because knowledge, and its instruments, empower individuals, public goods will have to be 

delivered through de-centralised mechanisms. The Internet is a de-centralised instrument for users,33 

but the most decentralised mechanisms of all is the market. Consider the growth of financial markets. 

The increased cost of capital relative to labour for new innovations encouraged a mutual conspiracy 

between governments and corporations to allow the development of a private world capital market, 

beyond the regulation of any one state or even of a collection of states. Corporate strategy provides the 

link between this external capital market, populated by shareholders and financial institutions, and the 

internal process of corporations through which the organisation’s resources are allocated, and 

measured.34 The price mechanism is thus the eyes and ears of large as of small  organisations, and acts 

as a self-regulating system, which coordinates the activities of millions and serves as an exploratory 

device for new needs and technologies.35 The driving force behind this self-regulating system is the 

entrepreneur, not government. As mentioned, entrepreneurs in order to fulfill their vital function 

require predictable conditions. These can only be assured when farmed out to independent expert 

institutions, such as central banks and competition authorities.  

*Politics embraces all undertakings where the wills of two or more people are harnessed to a particular 

task. Politics is not just what politicians do.36 This extensive definition avoids the trap of state-

centrism, a prevalent doctrine which claims that the only and ultimate political players are the states, 

their varied institutions, parties and interests, their domestic political processes, the relations between 

them and whatever goes on in international organisations. Nor does this definition downplay states or 

the state system as obsolete. States are concerned primarily to ensure that business conditions within 

their own jurisdiction are sufficiently attractive to foster wealth-creating activities and to attract inward 

investment by multinational corporations. Their powers to ensure the security and wealth of their 

citizens are shared with other governments, and with firms; they share powers with the financial 

markets to set the value of their currencies; their powers to raise revenues are shared in many countries 

with political parties and maffias, while the development of the internet threatens to provide citizens 

with the means to place their incomes outside the state’s territorial jurisdiction. Yet the world is not so 

integrated as to allow us to talk of a global society. Rather, it is full of players from state bureaucracies 

and corporations to non-governmental organisations, churches, diasporas or maffias.  All in some way 

exercise power over outcomes, so that authority in the world system is exercised by a multiplicity of 

agents, which operate alongside and often in disregard of states.In the wider world, many traditional 

functions of the state to provide for their citizens are no longer discharged at all, given the combination 

of circumstances created by the dispersion of authority between states and other players and the 

integration of the world economy. 

*Population growth is arguably the key driving force of the outgoing century. In 1900, the world 

population was 1.7 billion, rising to 2.5 billion in 1950, and 6.0 billion in 2000 . One major 

transformation is the steady shrinkage of the populations of North America, Europe and the ex-USSR 

from 30% of the total in 1900 to under 20% in 2000, and a similar trend in China. Higher population 

growth rates are recorded in Latin America, India, and the rest of Asia. The latest UN figures indicate 

that the world’s population will tend to flatten out at around 8-9 billion sometime in the years 2020-
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2040. These figures also record an ageing population for the industrialised nations, a decline in the size 

of the working age population, employer demands for immigrant labour and strains in pay-as-you go 

pension schemes. 37 They point to a further growth in the rich world’s pension assets. For the poorer 

nations, these figures indicate that job creation  for younger(and old) job seekers will remain a priority. 

This calls forth two contradictory developments: one is to have the rich world pour wealth into 

developing countries in order to accelerate access of the 3 billion living on less than $2 a day to modern 

communications,38 or to cleaner technologies. That can only be done by improving the risk/return ratio 

for rich country investors in developing countries. Environmental pessimists, on the other hand, note 

the world’s growth in consumption of fossil fuels, in disposal of hazardous waste, the rise in mega-

cities in developing countries, the extension of intensive agriculture, timber and fisheries, and the 

expanding demands on fresh water resources. Their preferences for global regulation imply raising 

regulatory costs for developing nations. 

*The search for meaning in a complex world stimulates the competitive co-existence of ideologies, 

whose disciples seek all-embracing explanations for  the purpose of their activities, or for what they 

think they observe. Nationalists demand self-determination, free marketeers proclaim the need for an 

efficient global economy, techno-optimists see the cure for human problems in universal access, or 

religious zealots call for the peoples to follow God’s path to salvation. This search is inherent to human 

existence having become the object, in the words of the French author Paul Valéry, ” of an experiment 

of which we can say only one thing—that it tends to estrange us more and more from what we were, or 

what we think we are, and that is leading us, we do not know, and can by no means imagine, where”.39 

This estrangement between future and past is rooted in the tension they introduce between what may be 

called “world” and “local time”. 40 World time lives in world markets, flourishes on commincations, 

substitutes memory for choice and trade-offs, embraces all populations of the world, and offers the 

means to satisfy desires for reward and retribution, that have lain dormant in the dreams of individuals 

or even more of civilisations. Local time stretches far beyond the life of individuals into mythologised 

pasts which populate the many mental landscapes of the world’s peoples, with holy places, ruins and 

legends. It is conditioned by long-dead technologies and its distances are measurable in the hours, days 

or weeks and months which journeys took by foot or horseback. It is bound by history and geography. 

It is rooted in the malleable memories of communities, in their habits and languages. Its rationality is 

exclusive of choice, of trade-offs and of  aliens. Its appeal is to the inner well-springs of loyalties on 

which it draws. Local time cultivates trust and tribalism, as two sides of the same coin. It is patient and 

particularist. Its expressions are secretive, and its reflexes are coded. But it also lives in and is seduced 

by world time.  

The world, in short, is being driven forward by technologies, markets, authorities, population 

expansion and by the clash of ideologies and the permanent challenge to old ways, and stimulation to 

local aspirations, provided by the pace of technological innovations. All these “driving forces” are 

endogeneous to human existance. There is no deus ex machina.  
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From the dialectics of the cold war to the process of “globalisation”.  

The historical world in which we live is one of inherited inequalities, different capabilities, and very 

diverse motivations. Globalisation in this light is not a dissolvent to old conflicts, so much as a stimulus 

to old tensions as well as to new. We shall examine this proposition by introducing the variable of 

human discretion. 

This world takes the paths it does because humans choose their futures all the time, through a 

permanent overture and closure of options, of what Bertrand de Jouvenel calls “les futuribles”.41 That is 

the substance of the argument against a linear vision of mankind’s prospects. Nothing is written in 

advance, that we are destined to endure. The statesman or the corporate leader has to make up their 

minds about what is the most judicious policy. They should have a knowledge of history because 

therein lies the seeds of the present and the future. In other words, they should articulate a vision of the 

future, which serves to pull present, and past towards it through policy. 42 The visions may tell of a 

world quite different to that which has gone before so that the future is purposefully shaped to be 

radically discontinuous with the past. Consider, for instance, an organisation which is heading for 

disaster on account of a decision, or of a series of decisions taken sometime in the past. The diagnosis 

of the organisation’s ills is that vigorous action must be taken to turn things around: the people must be 

brought back to the paths of righteousness, the religious demand, and the temple purged of false 

prophets; they must be lead to reject the new ways, say traditionalists, in favour of those tried and 

tested over the generations; the radical reformer demands that the “rigidities” on the way to progress 

must be rooted out. A favourite target for prophets of doom is the reign of money, accredited with all 

manner of evil effects. The moneymakers must be rooted out, and at the extreme, the world must be re-

made in the demagogue’s image.43 

If history is an open page for diagnosis, the future for mankind should be envisaged as yet to be written 

from many different scripts. Other ideals besides liberalism have survived the cold war’s end, such as 

democracy and nationalism, the fascist ideals of the supremacy of political will in the ordering of 

human affairs, or economic nationalism. Democracy and nationalism have never been easy bed-follows 

of liberal ideas, as nationalism often recruits its own rendering of religion in its service, while 

democracy notoriously threatens to override minorities in the name of a majority. The imbalances in 

the world economy bear testimony to the incompatible policies pursued by states in their permanent 

attempt to make relative or absolute gains over competitors. Liberal ideals, furthermore, are an affront 

to peoples with different traditions. Liberalism liberates people from state religion, and opens the way 

to a multiplicity of faiths, and provides no means of discerning the value of one from another. This 

fosters secularism, with its attendant sense of loss and alienation. At the root of this sense of alienation 

is nihilism or the belief in nothing, which in turn opens the way to ideologues who offer to supply 

meaning in the name of race, the recovery of lost Golden Ages, or vengeance for real or imagined 

slights incurred.44 People, particularly in their collectivities, exist in the measurable instant, but 

interpret the choices of that instant in the light of their own inherited myths, with meaning from very 

different historical epochs, or with no meaning, and with their own invented myths. Contemporaneity is 

a highly elastic reality.  
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The post-cold war world, for instance, finds states claiming to shift reponsibilities for outcomes to 

market processes. Consider the cases of Turkey, Brazil or India. Governments in all three examples 

have operated as a “megaforce”45 in the markets, originally to reduce dependency on foreign suppliers, 

to build up local productive capabilities or to develop a national technological base. They controlled 

financial flows, issued licenses, deployed procurement, promoted labour “aristocracies”, kept high 

tariffs or quotas, and regulated foreign exchange. They supervised competition in domestic markets 

among state enterprises, large private businesses, local firms and multinationals. The informal business 

sector developed alongside. Governments controlled barriers to market entry, sought to promote 

product substitutes, and  distributed benefits from supplier or buyer bargaining power this way or that. 

As the volume of political transactions multiplied, so political markets developed in discrete ways, 

making it necessary for foreign business people to learn about the specific relationships which had to 

be cultivated to operate in any one of the three countries. In other words, these capabilities held their 

own rigidities, which required, like corporations, for each to develop their own learning to escape poor 

performance.46 Their discrete policy processes, and the specific features of their political economies, 

would ensure that the path towards a more market-oriented regime would remain particular with regard 

to the time required to negotiate the transition, the sequencing of reforms, and their detailed content 

and impact.  

The idea that globalisation forces states to follow a linear path of accomodation to markets is widely 

held, but highly disputable. States have very different adaptive capabilities in that state-corporate 

linkages are forged in discrete, historic circumstances.47 These mechanisms in turn condition the 

options for other states. Take for instance Iran and Taiwan. Iran  is a theocratic state, forged initially in 

the alliance between mullahs, bazaar and anti-Shah left radicals. Subsequently, Iran came to serve 

either as a model for other Islamic states to follow, or  as a challenge to contain. Oil is the prime 

industry. As revolutionary ardour fades, Iran’s overtures to the western powers are conditioned by 

materialist aspirations, the balance of power within the regime, by its heavy dependence on world oil 

markets, by the situation in the mid-East and the Gulf or the constellation of political forces in the US 

with regard to Iran’s recent history and the broader scheme of US global policy. Taiwan, on the other 

hand, is the exemplar of the successful Asian developmental state, reliant on a dedicated and non-

corruptible élite.48 They have succeeded in developing a high value-added economic base, fed by an 

excellent education system, that have helped the economy to respond impressively to the Asian 

downturn in 1997-98. In parallel, Taiwan has consolidated its democracy while its future is more than 

ever inderdependent with mainland China. The conclusion is that the abilities of states to adapt to 

changing conditions will continue to diverge, not converge. 

It follows that there is not one, but many types of capitalism.49 Markets are embedded in social and 

political institutions, and do not exist independently of the rules and institutions that establish them. 50 

Such institutional structures foster their own incentives for agents in markets and depend for their 

continuation on particular forms of policy processes. 51 They generate typical strategies, routine 

approaches to problems and shared decision rules that create predictable patterns in the way 

governments and companies go about their business in a particular national political economy. Some 

scholars maintain that global capitalism’s workings weakens labour, and endangers social stability as 
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domestic norms and institutions are challenged;52 as globalisation deepens, conflicts emerge within and 

between nations. This may lead to bad policy, endangering the open trading system on which 

prosperity is based. 53 Definitely, it raises the stakes in international negotiations. Governments tend to 

project their own demands into these negotiations, which become political markets for trade-offs on 

regulations, exemptions, transition periods and on a host of details. The global ‘competition system’ 

which results is thus a negotiated construct, which reflects the institutional arrangements-national, 

regional or global- from which they emerged.54 Governance in this global economy is necessarily 

multi-tiered, as in the middle-ages, where nation states are one class of power in a complex system of 

power from world to local levels. The days of the nation state, in short, are not over, but the buck, to 

borrow from President Truman’s famous aphorism, stops no-where.  

Whether globalisation takes the guise of impersonal forces, or of the advanced industrial states, it is 

often experienced as a diktat for non-western civilisations to align on western cultural norms. Samuel 

Huntington has suggested that, “..the fundamental source of conflict in this new world will not be 

primarily ideological or primarily economic. The great divisions among humankind and the dominating 

source of conflict will be cultural”.55 Civilisations imply basic differences among people in language, 

culture, tradition and religion, and in the past they have generated the most prolonged and violent 

conflicts. As the world becomes a smaller place, frictions between peoples from different civilizations 

will rise. Economic and social modernisation separates people from their roots, weakens the state as a 

source of identity and casts peoples back to their religious and cultural roots. Resistance to 

convergence on a western norm will take the form of an assertion of a separate cultural identity. East 

Asia, Kishore Mahbubani has written, ” wants to succeed in its own right, without trying to become a 

member of a European Club”.56 It does not want to be at the receiving end of “human rights 

imperialism”. Similarly, global institutions’ criticism of cross-shareholdings in Malaysia or in Korea as 

tribal arrangements belittles their importance to governments in policies designed to sustain racial 

peace or to exclude undesired foreigners from inclusion in national corporate leadership. Many 

countries feel threatened by global regulations, sustained by ICT, for more transparency of their 

domestic arrangements. 

Post-cold war prophets of apocalypse go further, and declare that global capitalism seeks to impose its 

own world view of ‘market democracy’ on a diverse world. The project, it is argued, is as unrealisable 

as was world-wide communism,57 but is being implemented with radical disregard to the likely political 

consequences. In particular, power is slipping from elected politicians, and into the hands of 

unaccountable actors, particularly international financiers. 58 The result is that the realm of politics now 

includes all players in the world market for goods and influence. Power over outcomes are exercised by 

impersonal markets, and by those who deal in markets.  Authority in society and over economic 

transactions is exercised by a multiplicity of agents, which operate alongside and often in disregard of 

states. The main instrument of this new authority is the hedge fund, which can mobilise funds up to 250 

times capital in order to speculate against currencies on world markets.  It is the law of the jungle, not 

of civilisation (created by states) that prevails,59 in a world ‘dominated by economic war’. The enemies 

of ‘civilisation’ are globalisation and capitalism, the familiar targets of the old left,60 and they are 

portrayed as brooking no resistance: the ‘manic logic’ of global capitalism generates ‘a race to the 
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bottom’ in labour and environmental standards;61 local cultures are destroyed by global capitalism’s 

imperial ambitions;62 the world financial markets have launched their attack on democracy and the 

welfare state.63  

The paradox of the ICT revolution is that it stimulates exchanges and invites legislation.64 On the one 

hand, it fosters commerce, and widens the reach of terrorists, pornographers, criminals or sects and 

arms dealers. It empowers globalisation’s opponents to mobilise transnational coalitions, to develop 

strategies in the world’s different regulatory sites, or to strengthen their appeal to public opinions. It 

helps oppositions to governments to establish world-wide connections. On the other hand, any state’s 

attempt to regulate the flow of information within its own territory confronts the ubiquity of the 

medium. Suppliers can move off-shore at a click of the mouse; or the state can accumulate information 

about its citizens, and aspire to undreamt of control over them.  The ICT revolution, in other words, 

provides the principle medium linking world and local times in a permanent moment when all 

aspirations—ancient and modern, criminal or lawful—meet and exchange. The world does not move 

according to the standards of market democracy, of accountability and transparency; it also moves 

according to the multiple and contradictory standards and missions which populate it. Ancestral voices 

find the tools of modernity particularly congenial to broadcasting their message of salvation or 

vengeance: the faithful have a sacred duty to smash the “system”; Andean or Afghan peasants have an 

incentive to grow poppies; smaller nationalities have a right to self-rule; or the Europeans seek to 

organise a continental Leviathan. The volatility of the world is not due to the dominance of one logic—

the linear logic of the globalisation thesis—but to the cacaphony of many logics given voice in world 

time. Globalisation in this view is no dissolvent to the tensions afflicting the world ; quite the contrary, 

globalisation is a stimulus.  

 

Overall, then, the world of history introduces discretion in the human affairs, diversity and divergence, 

rather than linearity, integration and convergence. The driving forces which propel the human drama 

are rooted in human kind. They are not exogenous to the historical world. The new world system to 

emerge in the course of the 1990s was characterised by complementary opposites : a diversity of states 

in a non-homogeneous world, penetrated and shaped by  global markets, operating powerfully to create 

a more homogeneous world civilisation ; alongside aspirations to create a system of global governance 

out of the world’s existing institutional framework as the counterpart to a world of relentless 

competition between states, corporations or currencies. The impact of the world’s driving forces on this 

system generates the ongoing process of transformation, which is captured by the juxtaposition of 

present prospects for an increasingly wealthy and inclusive world as global civil society develops 

towards a higher civilisation, and a world of history where the forces of globalisation operate as a 

stimulant to divergence, to conflicts and to a ruthless competition between peoples, states and 

corporations. It is this double movement between the forces driving towards the  prospect of a radiant 

future and the world’s very divergent capabilities to adapt that lie at the heart of the new dialectics in 

global affairs. Cold war dialectics was structured by the global configuration of the international 

system; the post-cold war dialectics is a global process working at the level of cultures, markets and 

politics.  
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Corporations are the leading revolutionaries in this process. The process widens the estrangement 

between the future and the past, creating the tension already referred to between “world” and “local 

time”. The juxtaposition of the two categories of time is the well-spring of the world’s turmoil. David 

Kennedy expresses a very similar idea,65 when he writes: « Within the cosmopilis, at least, « culture » 

is about persuasion and communication, governance a matter of deposits and withdrawals from a 

legitmacy stockpile in an « international community » where everyone speaks the language of missiles 

and messages, sanctions and sanctimony. Outside the cosmopilis, however culture means local and 

particularist commitments, altogether different from the secular, rational and pragmatic communicative 

methods of cosmopolitan government ». Local time, in other words, holds its own exigencies, and there 

is no foregone certainty that the strains of adjustment to the whims of world time will not become too 

great to bear. It may also seek to realise collective ambitions or reek unconsummated vengeance 

through the means of modernity available to it. In this sense,international markets are a constant 

barometer tracking and shaping the varied world population’s exploration of its future. The present 

process of globalisation is a prisoner of that historical condition, and the path it takes depends on the 

multiple links it permanently  re-establishes with the many  political geographies which are the 

essential components of  the world system. The most enduring of those political geographies are states, 

and the great majority of states are states of many nations.  

 
Fontainebleau 
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