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Globalisation 

Since the 1990s, the world has been part of a ‘global economy’. This shift started post World War 

Two, but really took off in the 90s after the collapse of the USSR and the development of new 

technologies such as the Internet. 

The world’s economy is interconnected; what happens in one country can affect others. Few people 

are isolated. This is globalisation. 

 

Features of Globalisation: 

 People are in close contact with and dependent on each other; an economic collapse in one 

country can affect the economy in another country 

 Air travel has made all parts of the world more accessible 

 News, information and money all travel instantly via the internet 

 Borders between countries are less of a barrier to people 

o Signs of change here:  

 post 9/11, travel into the US is more difficult 

 right-wing groups in EU want to restrict immigration 

 People move from country to country more 

o Refugees both economic and political 

o International job market 

 A ‘global culture’ in which people share values and ideas 

o Fashion, music, global products 

 Large international companies hold great economic and political power 

o Multinationals/transnational companies 

o Global brands – Coca-Cola, Microsoft, McDonalds 

 

Reason for the emergence of a global economy: 

Before World War Two, the world suffered an economic collapse during the Great Depression. Stock 

markets crashed, banks closed and factories stopped working, putting millions out of work. To 

combat this collapse, governments employed “Protectionist” policies: protecting their own economy 

and industry, putting high tariffs on imported goods. This led to the collapse of world trade 

After WW2, the Allied leaders promoted “free trade” policies. This was essentially the opposite of 

protectionism. They met at Bretton Woods in 1944 to discuss their aims: 

 Help economies recover from war 

 Bring about peace, economic stability and prosperity 

 Set up financial institutions to promote free trade 
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This shift to free trade ideas was driven by the reasoning that protectionism led to depression, 

which led to dictatorships, which lead to war; free trade, by their reasoning, leads to prosperity, 

which leads to democracy, which leads to peace. 

In 1989, Communism collapsed in Eastern Europe and the USSR. The former communist countries 

adopted capitalist systems, becoming part of the global economy. This accelerated the pace of 

globalisation dramatically. 

 

International Financial Institutions: 

The global economy is dominated by 3 institutions, set up with good intentions. Now, however, the 

institutions are often viewed as controversial. They are dominated by the US and Europe. 

 World Bank 

o 184 members, centred in Washington DC 

o Funds projects in developing countries using investments from rich countries 

o Organises loans for countries 

 International Monetary Fund (IMF) 

o Regulates international trade – exchange rates, loans to countries in debt 

o Promotes economic reforms in return for loans 

 Highly controversial 

 If a country does not abide by the conditions set by the IMF, the loan is 

withdrawn 

o Controls availability of loans 

 If IMF does not lend to a country, no banks will do so 

 World Trade Organisation (WTO) 

o Dominated by G8 – dominant economies when WTO was established 

o Promotes free trade 

o Supports intellectual property rights 

 Fights piracy and supports copyrights 

o Major countries (US, EU, China) do not always practice free trade 

 

Regional organisations: 

Countries formed organisations with neighbours or friendly nations to help them compete in the 

global economy. 

 Regional economic alliances 

o SADC in southern Africa, NAFTA in North America 

 Specialised organisations 

o OPEC – oil producing nations 

 Closer economic and political integration 

o EU – common currency, parliament, court of justice 
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Benefits of globalisation: 

Supporters of globalisation claim that it has many economic benefits: 

 Less government control leads to economic growth and jobs 

 Increased trade leads to competition, which leads to the effective use of resources and 

lower prices 

 Free trade promotes access to goods and services from the rest of the world, giving 

consumers more choice 

 Privatisation of state enterprises leads to more efficient services 

They also claim that it has benefits for developing economies: 

 Foreign investments helps create jobs 

 The ‘trickle down’ effect reduces poverty 

 Governments will have resources to protect the environment 

As well as long-term political benefits: 

 Economic forces are more powerful than political forces 

 National interests are less important 

 The global market determines events 

 Increased trade leads to growth and prosperity 

 Less poverty and more democracy improve security, reducing support for violence and 

terrorism 

 

Problems caused by globalisation: 

There is a great deal of opposition to globalisation from workers, consumers, farmers, 

environmentalists and many others. These critics claim that globalisation creates problems: 

 Greater inequality between countries and individuals 

o The gap between rich and poor grows 

o Poor do not benefit, but get poorer (there is no ‘trickle down’) 

 Developing countries are exploited by rich countries and corporations (neo-colonialism) 

 The world is divided between the rich and the poor (the ‘North-South’ divide), leading to 

increased tensions and greater potential for terrorism and conflict 

 Negative effects of World Bank, IMF and WTO policies 

 Big corporations exploit workers in developing countries 

o ‘sweatshops’ – poor pay, conditions; child labour 

o Workers in developed countries lose jobs to ‘outsourcing’ 

 Greater potential for economic instability 

o Knock-on effect of one country’s collapse 

o Social and political upheavals 

 Negative effects on the environment – destruction of forests, pollution, global warming 
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 Countries lose economic independence, no longer controlling their own economies 

 

The economic impacts of globalisation are often viewed as controversial but the changes wrought by 

globalisation cannot be reversed. This means that the focus should be put on how it is applied, 

ensuring that more people can benefit. 


