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Distinctiveness of Globalisation and
its Implications for Labour Markets

An Analysis of Economic History from 1990-2007

Wilfred I. Ukpere

There are divergent opinions about globalisation. Some sections believe that it is purely
capitalism, while others contend that it is internationalisation. Still others say that it is a product
of technological explosion, which has resulted in deterritorialisation or supraterritorialisation.
However, it would be gravely erroneous to take one or two variables mentioned as a basis for
an analysis of globalisation. Although globalisation is capitalism, however, capitalism is not
globalisation; globalisation is internationalisation, however, internationalisation is not
globalisation; globalisation is technological explosion, however, technological explosion is not
globalisation; globalisation is deterritorialism, however, deterritorialism is not globalisation; and
globalisation is supraterritorialism (transnationalism), however, supraterritorialism is not
globalisation. Since globalisation represents all others while all others do not fully represent
globalisation, its distinctiveness is delineated. Other major areas in which current globalisation
can be distinct from other prodigies are within the domains of a rise in the speculative
movement of funds, astronomic increases in international trade, explosive international
amalgamations and acquisitions, transnationalisation of production, advanced sophisticated
technological innovations, increasing numbers, activities and powers of transnational corporations,
global fragmentation and regionalisation and, within areas of global competition. This paper
contends that this distinctiveness of globalisation has dire consequences for major labour markets
and the concentration of economic power in a few hands within a global economy has led to
monopoly capitalist tendencies and a mismanagement of the world's resources as the current
economic crises demonstrates.

I. Introduction

Views concerning globalisation are quite polarising and confusing. Some authors

have argued that globalisation is merely capitalism (Ross and Trachte, 1990; McMichael,

2000; Bhagwati, 2004), while others believe that globalisation is simply

internationalisation (Hirst and Thompson, 1992; Gordon, 1988). However, there are

people who believe that it is merely a product of technological explosion (McLuhan
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cited in Manicas, 2000; Went, 2000; Intriligator, 2003). Another school of thought has

argued that it is a result of deterritorialisation or supraterritorialisation (Scholte, 2000:

46). These varied arguments may not be far from the truth. Nevertheless, the present

author is of the view that globalisation is an effective synchronisation and

crystallisation of these multifaceted but correlated variables (Ukpere, 2007: 200).

Therefore, to take one or two variables mentioned as a basis for an analysis of

globalisation, would certainly lead to a redundant concept of globalisation, and thus

vindicate sceptics’ argument that globalisation is not a unique phenomenon (Kirkbride,

2001).

The perceived triumph of capitalism had triggered, at will, a massive

internationalisation process that activated a kind of technological explosion, which

resulted in deterritorialism and of course, supraterritorialism (transnationalism). A

combination of these forces, namely triumph of capitalism, intensification of

internationalisation, technological explosion and resultant deterritorialisation and

increased supraterritorial (transnational) activities, delineates the distinctiveness of

globalisation. Therefore, it can be said that globalisation is capitalism, however,

capitalism is not globalisation; globalisation is internationalisation, however,

internationalisation is not globalisation; globalisation is technological explosion,

however technological explosion is not globalisation; globalisation is deterritorialism,

however, deterritorialism is not globalisation; and finally, globalisation is

supraterritorialism (transnationalism), however, supraterritorialism is not globalisation.

Hence, the fact that globalisation represents all others while all others do not fully

represent globalisation, reflects a natural distinctiveness of globalisation. Renato

Ruggiero, the first Director General of the WTO, was therefore, not wrong to acclaim

that, “globalisation is a reality, which overwhelms all others” (WTO, 1996).  Other

domains within which current globalisation can be distinguished from other economic

phenomenon, are summarised during the following text.

II. A Rise in Speculative Movement of Funds

John Maynard Keynes once foretold about the rise of a “casino economy” in which

technology might one day be utilised for non-recreational (speculative) gambling

(Strange, 1986; Went, 2000). Speculation has become a rule of prudence within the

global economy. In fact, a growing increase of FDIs in recent times cannot be compared

with the massive increase in the short-term movement of speculative funds (Ukpere and

Slabbert, 2008: 420). Capital movement, which is volatile to exchange and interest

rates, takes place progressively around the globe. A few years before the Bretton Woods

system of stable exchange rates declined in 1971, more than 90 per cent of exchange

transactions in the world bore some relation to productive investments, while less than

10 per cent was for speculative purposes. However, recently there have been changes
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and of the trillions of dollar transactions in the world’s foreign exchange market, more

than 90 per cent are in speculative form, while barely 10 per cent of this amount is

utilised for investments in goods and services. “What happened on the money market

follows largely comprehendible dynamics that was actually made possible by the

governments of major industrialised countries themselves. In the name of the doctrine

of salvation, through totally free markets, since the early 1970s, they have

systematically striven to tear down all barriers, which once allowed cross-border flows

of money and capital to be regulated and, therefore, controlled. Now, like the sorcerer’s

apprentice, they complained that they are no longer in control of the spirits that they

and their predecessors called into being” (Martin and Schumann, 1997: 47).

Currently, about 20 million US families participate in stock-exchange roulette and

invest at least in one of the 6000 and more speculative funds, which may juggle with

as much as 6 trillion dollars worldwide. Twenty years ago, 75 per cent of private savings

in the US were held in savings accounts or fixed-interest securities but presently, as

in Europe, proportion has turned right around, and in the 1990s three-quarters of

savings are now speculated on stock exchange markets around the globe (Martin and

Schumann, 1997: 167). The scale of financial speculative activities has led some

sections to assert that globalisation is financialisation. This assertion may be hard to

dispute, since daily turnover on international currency exchanges, which was $500

billion in 1990, rose to an average of $1200 billion per day by 1994, increased to about

$1500 billion per day by 1998 and swelled to $3.2 trillion in 2007 (BIS, 1999; Finfacts,

2007, http://www.finfacts.com/irelandbusinessnews/publish/article_1011278). In spite of

accelerated international traffic in money and global banking activities, credit needs of

billions of people and millions of small businesses remain unattended to (Barnet and

Cavanagh, 1994). Indeed, financial markets are the most globalised sector within the

global economy and new markets in financial derivatives, which were previously

considered as gambling in several countries, have taken a forefront in recent times. In

2005, a historic record of 9.9 billion derivative contracts was transacted on exchanges

worldwide (World Federation of Exchange, 2005-May 2006).

Alan Greenspan, Federal Reserve Chairperson (quoted in Went, 2000: 15), has called

the current development of increasing financial derivatives as “the most significant

event in finance during the past decade”. Some of these derivatives are unregulated and

traded ‘over-the-counter’ (OTC). The aggregate value of OTC derivatives which was

$169.7 trillion in 2003 rose to $596 trillion in  2007 and surged to $683.7 trillion in

2008 (Bank for International Settlement, 2008). OTC derivative trading involves

enormous risks for the stability of international financial systems as the near-collapse

of the hedge fund, Long Term Capital Management, illustrated in 1998. According to

Robinson (2004: 40), “This dominance of speculative financial flows over productive

capital reflected the hegemony of transnational finance capital in the age of globalisation
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and its frenzied ‘casino capitalism’ activity in recent years, and gave an illusion of

‘recovery ’ in Latin America, an illusion that was cracked by the 1994-1995 Mexican

Peso crisis, and then shattered by the Argentina crisis that exploded in December

2001.”

This speculative capital cannot be used to build factories or to create jobs owing to

the fact that companies are not interested in making long-term investments by using

funds that can be swiftly accessed and indeed, the risk that such ‘hot’ money brings

with it makes long-term investments in a developing country even less attractive

(Stiglitz, 2002: 66). However, brokers are not in support of the regulation of this

trading owing to the huge profitability derived from it. Went (2000: 15) noted that the

main effects of this ‘financialisation’ of global economies are amongst others, short

term thinking in respect of financial markets; macroeconomic instability owing to

increasing volatility; and a bias policy towards protecting the value of financial assets

rather than expanding outputs. Bhagwati (2004: 443) has forewarned: “The freeing of

capital flows in haste, without putting in place monitoring and regulatory mechanisms

and banking reforms, amount to rash, gung-ho financial capitalism. It can put nation

states at risk of experiencing massive, panic-fed outflows of short term capital funds,

which would drive their economy into a tailspin.” The easy freedom for speculative

capital to hover across the globe was the culprit of the 1994-95 Mexican Peso crises,

1997-98 South East Asia economic crises, and could as well be blamed for the current

2007-2009 global economic meltdown. In the long run, speculative investments have

the worst effects for industrial expansion and job creation.

III. Astronomic Increases in International Trade

The era of globalisation has witnessed an astronomic increase in international trade,

owing to technological advancement and an increase in world productivity. In the early

1980s, annual growth in international trade was around 4 per cent. However, by the

mid-1990s, that rate had more than doubled to 9.2 per cent and a massive 12 per cent

in the year 2000 (Kirkbride, 2001: 45). In short, the post-war period has witnessed a

continuous upsurge in international trade. The value of international trade, which was

merely $60 billion in 1948, burgeoned to $110 billion in 1958, increased to $240 billion

in 1968, skyrocketed to $900 billion in 1978 and multiplied to more than $2 trillion

in 1988 (Went, 2000: 45). Maddison (1995: 38) noted that the share of international

trade in world GDP has raised more than 13-fold in the last 200 years and that it has

increased faster than either production or domestic trade. For example, from 1963 to

1993, while total world’s total production increased by 223 times, the total

international trade volume surged by 314 times.

In fact, from the late 1980s onward, which marks the beginning of full economic

liberalisation, international trade has been growing twice as fast as the world gross
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national products. Although it was said that the world witnessed a comparative

openness to trade around 1870 to 1913 and which was one the strengths of the

sceptics’ arguments (Hirst and Thompson, 1999; Kirkbride, 2001; Pasricha, 2005),

however, many people will agree today, that international trade has reached an

extraordinary level and on balance, the conclusion seems justified that we are currently

seeing the widest-ranging trade liberalisation the world has ever witnessed. The graph

in Figure 1 below reflects that although there has been a rising trend in international

trade from 1870 to 1910 and from 1945 to 1970, however, this rising trend took a

mammoth dimension from the 1990s onward, which represents the eras of rapid

openness. However, the irony today is that the upsurge in profitable international trade

has not, so far yielded any positive result in the area of employment.

Figure 1

Index of Trade Orientation of the World’s Economy (Trade in $ billions)
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IV. Explosive International Amalgamations and Acquisitions

The notion of corporate combination has become a strategy for company survival in

the face of global competition and the era of globalisation has witnessed these kinds

of business combinations through the international amalgamation and acquisition,

which has taken place around the globe. Many companies have presently gone beyond

strategic alliances to full-scale fusion through international mergers and acquisitions

(M&A). One investment banker (cited in Fortune, 1995), while commenting on this

trend stated that, “as companies go global, more acquisitions result”. Undeniably,

through the conquests by ‘corporate raiders’ and many ‘hostile takeovers’,
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amalgamation and acquisition activities are acquiring a vocabulary of supraterritorial

warfare, which was once reserved for territorial states (Scholte, 2000; Intriligator, 2003).

The growth in FDI is astronomical according to UNCTAD. “During the past decades

and a half, global integration seems to have proceeded faster through FDI than through

trade. By 1997, at least 143 countries and territories had adopted special laws to

encourage foreign investment, and most countries have adapted their economies in

some way or another in order to attract foreign investors. It is no wonder that FDI

flows at the end of the 1990s are nearly twice what they were a decade earlier, and

seven times as high as 1980. World FDI stock, the capital base for TNC operations

increased by 10 per cent in 1997 alone, to an estimated $3.5 trillion” (UNCTAD, 1998).

Indeed, “Continued consolidation through cross-border M&As contributed substantially

to the global surge in FDI. In 2007 the value of such transactions amounted to $1,637

billion, 21 per cent higher than the previous record in 2000. Thus overall, the financial

crisis, starting with the sub-prime mortgage crisis in the United States did not have

a visible dampening effect on global cross-border M&As in 2007” (UNCTAD, 2008).

There were only 300 different shares on the New York Stock Exchange as in 1910. This

figure is very meagre when compared to the current period, when globalisation has

brought an increase in the growth of trade in financial derivatives. Most governments

have been reluctant to discourage these acquisitions or international privatisations, in

order not to discourage FDI flow into their country. However, both amalgamation and

acquisition or privatisation has some kind of negative effect on workers because

amalgamation and acquisition amounts to the liquidation of previously existing

organisations and the reconstruction, restructuring and the resolution of a new

concern and of course, before these processes are achieved, many employees are laid-

off.

V. Transnationalisation of Production (Assembly Lines)

Presently, production has been transnationalised and products are now assembled

with parts arranged from every nook and cranny of the globe (Ukpere and Slabbert,

2008b: 43). “The headquarters of running shoe producer Nike is located in Beaverton,

Oregon, for example. Most of its 9000 employees work in management, administration,

laboratories or logistics. None is involved in production. That is subcontracted to

independent companies in Korea, Taiwan, Thailand, Indonesia and China. These, in

turn, subcontract production of components and other necessary material to still some

other local companies. All told, Nike provides work in this way to 75,000 employees”

(Went, 2000: 17). This development has major consequences for how labour is

organised and for workers’ positions in transnational organisations. Transnational

companies can close or move their operations to other locations that are more profitable

or use the threat of relocation to extract concessions from trade union leaders.
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However, threats to relocate major manufacturing plants may be empty, given the

costs and disadvantages involved but can nonetheless be effective in extracting

concessions from labour. One study, commissioned by the NAFTA labour commission,

found that in the US, between 1993 and 1995, “employers threatened to close the plant

in 50% of all union certification elections…specific unambiguous threats ranged from

attaching shipping labels to equipment throughout the plant with a Mexican address,

to posting maps of North America with arrows pointing from the current plant site to

Mexico” (Klein, 2001: 223). The study further found that most employers followed

through with the threats, shutting down all or part of newly unionised plants in 15

per cent of these cases, triple the closing rate of the pre-NAFTA 1980s

(Bronfenbrenner, 1997 cited in Klein, 2001: 223-24). In India, China, Indonesia and the

Philippines, the threat of plant closure and job flight has become obvious. Since the

industries are quick to take flight owing to escalating wages, environmental regulations

and taxes, factories have now become mobile (Klein, 2001: 224). The World Health

Organization (WHO) and International Labour Organization (ILO) have pointed out a

further consequence of this aspect of globalisation: “The continuing shift of industrial

production to low cost sites in developing countries, where workers’ protection is

lower, is likely to increase the global incidence of occupational disease and injury”

(Financial Times, 1999).

Most service organisations, presently are transnationally subcontracting their data

processing activities on a daily basis in order to reduce the cost of production (Scholte,

2000: 77). For example, by subcontracting part of its administrative task to Mumbai,

where “you can hire three Indians for the cost of one Swiss, Swissair was able to lower

its wage costs by 8 million Swiss francs” (Martin and Schumann, 1997: 100).

Sophisticated computer software and modern communication systems make spreading

work around the world increasingly easy and attractive. Technological innovations

within the global economy have increased the pace of outsourcing, re-engineering and

retrenchments. Collectively, these trends have increased the level of global

unemployment, which adversely affects current and potential workers.

VI. Advanced Sophisticated Technological Innovations

Globalisation has spurred and at the same time, has been spurred by advanced

technological innovation. Technological change has had a great effect on international

competition and on companies’ demand for labour. The fast development in

transnational activities and of course globalisation, may be ascribable primarily to

technological innovations that have revolutionised transportation and communication.

“Management gurus, politicians and economists agree in portraying globalisation as an

automatic and, therefore, unavoidable- product of technological innovations notably in

the transport sector, telecommunications and automation” (Went, 2000: 52). Thus,
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sophisticated technological advancement and innovation have sped communication

around the globe from a period of a month to a day or two in the case of the transport

of physical products, and virtually to an instant in the case of information (Gordon,

2001; Gomory and Baumol, 2004). Therefore, it should be remembered that until the

middle of the 18th century, travel by land was an excruciatingly arduous and

intimidating activity, and that until close to the middle of the 19th century, information

normally could not be dispersed more rapidly than a horse could gallop (ibid).

Innovations, in the era of globalisation, have reduced the cost of transportation to

a small fraction of its previous levels and have changed the activity from one that was

incredibly perilous to one that is highly and economically reliable (Ukpere and Slabbert,

2007b: 5). For example, until the 18th century, ships had no means to ascertain their

longitude. As such, “Too many were the ships that dashed aimlessly and fruitlessly

about, too far this way, too near that, until scurvy and thirst killed off or incapacitated

so many hands that the crew could no longer man the rigging and direct the vessel;

and then the ship would float helplessly with its population of skeletons and ghosts,

another ‘flying Dutchman’” (Landes, 1999 cited in Gomory and Baumol, 2004: 427). It

has been against this backdrop that the Netherlands, France, Spain and the United

Kingdom offered huge rewards to anyone who could invent a practical way to determine

longitude at sea. The British reward was 20,000 pounds, which was almost 150 times

the annual income of the highest churchman in Scotland. Around that period came the

inventions of the steam engine, metal hulls, radio communication, satellite location

processes (GPS) and a host of other innovations, which have clearly revolutionalised

transportation and communication. However, in spite of the powerful innovations in

technology, the renewed menace of sea piracy in the 21st century—a practice of 12th

century—will necessitate additional innovations in sophisticated technologies.

Global production of technology and international trade in high-tech products

multiplied six times and nine times, respectively between 1975 and 1986. In fact,

globalisation is most advanced in the process of exploiting new inventions: in OECD

countries in the 1980s, applications of patent rights in countries other than the

country where the patent was granted, increased by an average of 6 per cent each year.

International technological cooperation also rose by an average of 6 per cent each year

in 1985-1989 in comparison to the years 1980-1984. In fact, new technologies have

been a factor in globalisation but globalisation and the spur of competition that it

entails, have also stimulated further advances in technology and sped up its diffusion

within nations through FDI (Intriligator, 2003: 9). More and more companies are taking

advantage of the new technologies at drastically reduced transport and

telecommunication costs to produce their goods and services, through production

processes spread around the world. In 1956, it was possible for 89 telephone

conversations to take place simultaneously through the undersea telephone cable
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between Europe and North America. In 2007, the daily peak in simultaneous

transatlantic conversations by means of satellites and fibre optics is more than a

million. International telephone connections have become simpler, more accessible and

cheaper, while faxes, spoken words and computer generated data can reach every corner

of the planet in a few moments. Techno-globalisation has made it easier for a growing

number of people and companies to meet, travel, send goods, exchange images,

cooperate and compete across frontiers. However, advanced technological innovation

may as well exacerbate structural and frictional unemployment, as more frequent plant

retooling leads to temporary layoffs and changes in the mix of worker skills needed in

the plants, displaces some workers, forcing them into often long term unemployment.

On the basis of extensive data, Paul Krugman of Stanford and Robert Lawrence of

Harvard have pointed out that, “the concerns widely voiced during the 1950s and 1960s

that industrial workers would lose their jobs because of automated technology, is closer

to the truth” (The Job Letter, 2003: 2) Automated technologies have been reducing the

need for human labour in every manufacturing category. For example, between 1991 and

1995, IBM lost 85,000 of its workers to technology, AT&T lost 83,000, Nynex lost

22,000 and Kodak lost 14,000 (Matthews, 1998: 383). A new generation of

sophisticated information and communication technologies is being introduced into a

wide variety of work situations. It is believed that within 10 years, fewer than 12 per

cent of the US workforce will be on the factory floor and by the year 2020, less than

2 per cent of the entire global workforce will still be involved in factory work, if the

current trend continues unabated (The Job Letter, 2003: 2; Ukpere, 2007: 365).

VII. Increasing Numbers, Activities and Powers of Transnational Corporations

The economy of the world today is controlled by a few hundred giant transnational

corporations, which are even larger than some sovereign states. The numbers and

activities of these corporations have increased in recent times. According to UNCTAD,

there were 79,000 such companies with at least 790,000 foreign branches. The value

of international productions, attributed to TNCs in 2007 was $15 trillion, as measured

by accumulated stock of foreign direct investment and $31 trillion, as measured by

estimated global sales of foreign branches. TNCs’ share of the world economy continues

to expand (UNCTAD, 2008).

The power and influence of these TNCs have increased owing to their enormous

size, wealth and expanding activities.  Lang and Hines (1993: 34-35) have observed,

“TNCs control 70 per cent of world trade…Almost all primary commodities are each

now marketed by fewer than six multi-commodity traders…The top five companies have

77 per cent of the worlds’ cereal trade; the biggest three companies in bananas have

80 per cent of world banana trade; the biggest three companies have 85 per cent of tea

trade; and the biggest four companies have 87 per cent of trade in tobacco” (in Ukpere,
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Figure 2

World Biggest Economic Entities by Revenues
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2007). The 200 largest multinationals control half of the global trade in goods and are

concentrated, particularly in the more dynamic sectors of the world’s economy,

predominantly in electronics, chemicals, automobiles, drugs and machinery. According

to the World Bank (2000) report, “out of the 100 largest economies in the world 51

are TNCs and only 49 are states”. Some corporations are indeed richer than some states

according to the chart in Figure 2. For example, the revenue of corporations such as

Exxon Mobil, General Motors, Wal-Mart and Ford Motors, are comparable to some

bigger states such as France, Canada, Brazil and the Netherlands.

Multinational corporations had previously invested in other countries in order to be

able to produce and sell their goods in markets that are protected by import restrictions.

However, with the fall of barriers, as governments around the world opened their

borders for economic activities, there has been a qualitative change in the nature of

multinational investments in terms of geographical and organisational integration of

production (Pasricha, 2005: 9). According to a UNCTAD (1994: 136-37) report,

“Multinationals have shifted from a ‘stand alone strategy ’ to a ‘simple integration

strategy, and now they are increasingly headed towards a ‘complex integration strategy,

in which they transform their geographically dispersed affiliates and fragmented

production systems into regionally or globally production and distribution networks’.

Sklair (2002: 35) has aptly remarked, “… the power of these globalising corporations

and the transnational capitalist class that owns and controls them all over the world

ensures the hegemony of capitalist globalis ation in the present era”. However, this

trend may lead to another form of wealth concentration. For instance, according to

Fortune magazine in 2007, the total revenues of the 500 largest companies globally were

$21 trillion, the net income were $1.5 trillion, total assets were $33.3 trillion and the

total number of employees was around 35,517,692. The top ten companies accounted

for approximately 12 per cent of the total revenues of the top 500, 15 per cent of profits

and approximately 14 per cent of employment. In fact, the top 500 companies did not

get bigger but they got richer. Their profits increased by 25.1 per cent, while revenues

increased only by 0.5 per cent, assets by 3.5 per cent and the number of employees by

just 1.1 per cent, as reflected in Figure 3.
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Figure 3

Wealth Concentration

Share of the 10 largest

companies of the total
revenues of top 500

companies

Share of the 10 largest
companies of the total

profits of top 500
companies

Share of the 10 largest
companies of the total

number of employees of

top 500 companies

Ten largest companies
12% (1,335,667$ millions)

Ten largest companies
15% (60,791$ millions)

Ten largest companies
14% (4,846,000 employees)

Source: Fortune Magazine, 1996 cited in Ukpere, 2007.

VIII. Global Fragmentation and Regionalisation

According to former UN Secretary General, Boutros Boutros-Ghali, “The planet is

in the grip of two vast opposing forces: globalisation and fragmentation” (Foreign

Affairs, 1996). The world is witnessing a proliferation of international agreements,

which revolves around initiatives to prepare nations and regions for new global

challenges. Currently, different regions have entered into agreements to promote free

trade, customs, unions and common markets within their zones. Some of the few old

regional agreements include the EU, NAFTA, Mercosur and APEC (Kirkbride, 2001: 47),

however, presently, such kinds of regional agreements have increased and include

ASEAN and NEPAD. The WTO recorded about 109 regional agreements between 1948

and the end of 1994 and almost a third of them were signed between 1990 and 1994

(Economist, 16 September 1995: 27, cited in Went, 2000: 22). The UN’s Economic

Commission for Latin America and the Caribbean listed over 30 multilateral and

bilateral treaties and sub regional pacts in its part of the world alone (Went, 2000: 22).

It is ironical to find that despite the avowed objective of the WTO to induct

multilateralism in regard to trade and capital flows in the world, the proliferation of

bilateral and plurilateral agreements, even engineered by the powerful vested interests

in the developed world itself has frustrated the goal of realising a fair and equitable

global economic order.

Moreover, the regionalisation and fragmentation of the world into zones could, at

the same time, lead to a wider strain of trade protectionism and of course, it is the

poor nations that would suffer from this kind of regional build-up. The recently failed

Doha round of the WTO trade negotiation to ameliorate the plight of poor nation’s

agricultural farmers, is a case-in-point. The main reason for the failure was because the
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US felt that the developing countries might not open their markets in the same way

that it was requested to open its agricultural market and felt that there is no point to

continue the talks. The US wanted what seemed like a fair deal: rich countries open

their markets, while poor countries reciprocate in return. “Without understanding

context and history, this sounds just and equal. However, as discussed always, global

trade has always been unequal, in favour of, dominated by, and influenced by, rich

countries. Hence, this “tit-for-tat” reciprocation would continue unequal global trade

under the guise of equality” (Shah, 2006: 1). The argument of the US is based on the

new NAFTA regional free trade agreement, which has increased global competitiveness

that has exacerbated the plight of global workers.

IX. Global Competition

According to Edzard Reuter (1993, quoted in Martin and Schumann, 1997: 108),

“Competition in the global village is like a flood tide; no one can escape it.”

Globalisation (the breaking down of trade barriers) has led to the need of organisations

to compete globally, while global competition has reinforced globalisation. To survive

in the global economy, organisations should transcend above domestic competition and

therefore, be globally competitive. This global competitiveness may not only be in areas

of prices, quality of goods and services but in every aspect that brings an organisation

a comparative advantage over others (Stokvis, 2001: 3). Information and knowledge play

a critical role in this competitive process, since it enables organisation to be more

informed in their competitive struggle within the global village. Knowledge acquired

through information can be utilised for some innovative activities, which may enhance

the competitiveness of a given concern over others. As such, knowledge, which creates

more wealth, should be used for innovative actions by the competitive processes in

which they are involved (Stokvis, 2001: 4). For example, owing to globalisation and

global competition some organisations have utilised knowledge innovatively in order to

develop and improve in the areas of some new technology, which would enhance their

competitiveness. In that case, a relatively small company, in terms of employees, sales

or assets, may still hold a dominant place in the global distribution of a crucial

commodity or service, usually by virtue of its technological superiority over its

competitors (Sklair, 2002: 63).

Thus, under a global setting, any organisation that is uninformed and unprepared

to respond to this global competitive pressure should be ready to lose its share of profit

and market in a global set-up. Global competition is viewed as an algorithmic process

that is akin to natural selection (Maynard, 1982; Dennett, 1995) in which the weak

dies off, while the strong survives. Therefore, for an organisation to survive, it should

be strong enough to adapt and manoeuvre within the dynamics of the new economic

dispensation (Kirkbride, 2001: 70).
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Global competition may not be between the industrially advanced and low wage

economies but it also incorporates competition between two industrially advanced

societies. For example, European chemical companies are placed under great pressure to

rationalise their operations once their US competitors have managed once more to cut

per unit costs of production by 5 per cent and European multinational giants like

Daimler Benz, Alcatel Alsthom and Société Générale, should defend against the threat of

being pulled under by their US competitors by laying off tens of thousands of workers

(Farrell, cited in Business Week, 1995: 42). Global competition is also reflected in the way

the Chinese textile industries have flooded the South African market and other African

markets with cheap textile and clothing products. The Chinese competitive advantage

over South Africa in the textile and clothing industries owing to their huge and cheap

labour force, with vast economies of scale and high productivity, has resulted in more

than 50,000 job losses in South Africa alone (Noffke, 2006: 12). This is, indeed a cause

for intense concern for a country like South Africa which has 47 per cent rate of

unemployment (COSATU, 2005 cited in Slabbert, 2006: 1).

Scholte (2000: 222) noted that exposure of local trade and industries to global

competition have often resulted in massive job losses. It has now become a fact that

when foreign businesses come into an economy, they often destroy local competitors,

including the ambitions of the small businessperson who had hopes of developing a

home-grown industry. For example, soft drinks manufacturers around the world are, in

most cases, overwhelmed by the entrance of Coca-Cola and Pepsi into their domestic

market. Moreover, local ice cream manufacturers always discover that they are not

capable of competing with Unilever’s ice cream products (Stiglitz, 2002: 68). Another

angle would be the controversy in the United States over the large chains of drugstores

and convenience stores. When Wal-Mart enters a community, there are often protests

from local firms who fear that they will be displaced. These same concerns are strongly

expressed in developing countries (Barnes and Kaplinsky, 2000, cited in Sklair, 2002:

101).

However, some experts believed that global competition is an inevitable force

imposed on firms and governments (Ohmae, 1995; Martin and Schumann, 1997;

Matthews, 1998), which is reflected by all possible cost-cutting activity amongst firms

and the current compromises by governments in order to remain globally competitive,

particularly with regard to attracting FDIs. Nevertheless, these competitions, in the

form of cost reductions, greater efficiency and higher profitability, which may appeal to

stockholders, top management and at times, even to the consumer (because of cheap

products in the markets), are most often achieved at the expense of growing

uncertainty, unemployment and inequality. Moreover, these trends have weakened the

national government’s ability to create jobs and cater for those who are affected by the

global competitive struggle (Streeten, 2001: 38). Therefore, if global competition brings
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with it  job destructions, unemployment, underemployment and a low quality of work

life, it then means that little or no income, in the form of purchasing power, is left

in the hands of workers as consumers, to patronise the products that have been

cheapened by putative global competitions.

Global competition has brought about new corporate behaviour of downsizing re-

engineering and corporate combination, which has accelerated the pace of

unemployment (Ukpere and Slabbert, 2009: 39). Business combinations have greatly

mushroomed as a response to global competition and consolidation. For example, in

the pharmaceutical sector, the combination of Glaxo and Wellcome has led to about 11

per cent shrinkage of the payroll, while Pharmacia and Upjohn closed 40 per cent

plants when they merged (FT, 5 March 1996: 23; 7 March 1996: 1 cited in Scholte,

2000: 221; Ukpere and Slabbert, 2007). About 12000 workers became redundant when

Chase and Chemical Bank amalgamated (FT, 1 April 1996: 23, cited in Scholte, 2000:

221). This state of affairs has made one commentator assert that “global competition

has tended to make companies lean and mean” (Harrison, 1994; Scholte, 2000). In

addition, even when the anticipated profits have sometimes fallen short of expectations

after a merger, the predisposition to combine companies, in response to global market

opportunities and competition, has shown little sign of abating (Scholte, 2000: 129).

In fact, much flexibility has unfolded under the spectre of global competition

(Stopford, 1993; Ohmae, 1995). Whereas managers have strongly pressed for flexible

labour because of their opinions that higher guarantees to employment will undermine

a firm’s competitive position within the global markets, workers on their own part,

have willingly accepted flexible contracts because they also have been coerced to believe

that demanding higher condition of service will send jobs elsewhere to the other part

of the world. For example, labour in the North has always been told that there are

alternative workforces available in China, India, Mexico and Slovakia (Klein, 2001;

Martin and Schumann, 1997; Matthews, 1998). Hence, global competition has

encouraged what critics have condemned as a “race to the bottom” of labour conditions

(Scholte, 2000; Went, 2000). Nevertheless, this race to the bottom in wages and other

working conditions would operate not only against human security but even against

efficiency and productivity in the long run (Stiglitz, 2002: 68). Companies have

managed to hold direct and indirect wage costs down by playing workers in different

countries off against each other and by taking advantage of the disciplinary effect of

unemployment (Went, 2000: 97). Such dynamics have resulted in additional job losses

and pay cuts that destroy the implicit contracts of most labour markets.

X. Conclusion

Summarily, globalisation is distinct within the domain of a rise in speculative

movement of funds, astronomic increases in international trade, explosive international
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amalgamations and acquisitions, transnationalisation of production, advanced

sophisticated technological innovations, increasing numbers, activities and powers of

transnational corporations, global fragmentation and regionalisation and finally, within

the domain of global competition. In the long run, speculative capital has a negative

effect on job creation owing to the fact that investors are not enthusiastic about long

term capital investments such as the construction of factories, schools and hospitals.

A casino economy of speculation within a global financial system is volatile to exchange

and interest rates, which has resulted in widespread economy crises as witnessed in

the 1994-95 Mexican Peso crisis, the 1997-98 South East Asia economic crisis and to

an extent, the current 2007-2009 global economic meltdown. The current meltdown has

resulted in the worst recession ever witnessed and has adversely impacted on

international trade in spite of the fact that previous increases in profitable international

trade (owing to pervasive trade liberalisation and border porosity within a transnational

dispensation) could not produce any positive results in the area of job creation.

Moreover, astronomical international trade reflected an unequal contest between the

North and South.

Hence, major governments, particularly in the South, have attempted to attract FDI

through encouragement of M&As activities, which has become a strategy for corporate

competitive survival within a global economy. However, it can be argued that a majority

of these M&As are achieved at the expense of labour through rigorous re-engineering.

Most organisations do not prioritise workers’ interests when considering M&As, since

corporate interest is at the forefront of their agenda. M&As amount to  liquidation of

previously existing organisations and the reconstitution of a new corporate entity—a

process, which is characterised by endemic retrenchments and transnationalisation of

production (outsourcing). Transnationalisation of production is a process of

subcontracting certain production activities to low wage countries in order to take

advantage of the ‘international division of labour ’ in order to withstand global

competition. Despite the fact that these forms of jobs from advanced countries are

valuable to workers in poor countries, most of the jobs do not arrive in poor countries

in the same packages that they left the rich countries. This amounts to a reduction

in the aggregate value of responsibility towards global labour by global corporations,

which is a precursor of low consumer spending across the globe. Current low consumer

spending has resulted in stagnant inventories and sluggish growth, which has been

accelerated by technological displacement of workers owing to advanced sophisticated

innovations. More than that, innovations within the global village have detonated a

new spiral of cut-throat global competitions in the form of cost reduction, greater

efficiency and higher profitability that has adversely affected labour. Moreover,

concentration of economy power in the hands of a few individuals and corporations

within a global economy has resulted in monopoly capitalist tendencies and

mismanagement of the world’s resources as current global economic crises illustrate.
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