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Introduction

During the 1990s and early 2000s the term “globalization” dominated
discussion about international affairs and the future of the nation-states
comprising the international system. Globalization was understood as a
process by which barriers among nation-states were rapidly eroding and,
in their place, a global system of production, culture, and technology was
emerging. Nation-states, the key location for domestic politics and the
important players in international politics, faced obsolescence. Some-
times the term “globalization,” or a variant of it such as “globalism,” was
also applied to the ideology supportive of such developments.1 The cur-
rency of these terms coincided with radical changes affecting the interna-
tional economic system, international security, and the domestic politics
of leading states. Together these changes unravelled the post-World War II
settlement that had structured both national politics and international
relations since 1945. They contributed to the sense that a fundamental
transformation had occurred. This mood was captured by the globaliza-
tion discourse. A brief sketch of the post-war settlement may be helpful in
putting the emerging debate about globalization into context and high-
lighting why it appeared to so many that a new era had arrived.

The Post-War Settlement

During World War II an alliance that crossed ideological divisions emerged
between the United States and Britain on the one hand, and the Union of
Soviet Socialist Republics (USSR) on the other. Unsurprisingly, perhaps,
the alliance against Nazi Germany and Japan did not long survive the
termination of hostilities. The world soon became divided into a “West-
ern,” liberal-democratic capitalist bloc under the leadership of the United
States and an “eastern,” communist bloc under the leadership of the
Soviet Union. Each bloc operated under contrasting ideological, eco-
nomic, political, and military arrangements and existed in relative and
hostile isolation from the other. The existence of atomic and nuclear
weapons on both sides of the great divide prevented direct hostilities,
hence the label — “the Cold War” — that was applied to the period and to
the relationship between the blocs.

It is not my purpose here to probe the origins of the Cold War.2 One of
its effects, however, in conjunction with other factors, was to contribute to
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a rather different kind of capitalism in the Western world than had
prevailed before the war. A new economic and social order was brought
about in most Western countries as a response to the deep inter-war
economic crisis, the post-war devastation of Europe, and pressure from
below for full employment, labour rights, and economic security. Also
contributing to the construction of this new Western order were the
wartime experience — which had proven the efficacy of the state in
organizing both military victory and the economic activity that made
victory possible — the emergence of new economic ideas, and the exist-
ence of an ideological rival in the shape of the Soviet Union, which was
enjoying the prestige of its decisive role in the battle against Hitler.

The Great Depression3 was a seminal experience, a profound crisis that
shook capitalism to its roots. Politically, the period spawned various
experiments in capitalist countries ranging from fascism to social democ-
racy. Its post-war legacy would prove to be the emergence of modern welfare
states in advanced capitalist countries. Certainly — though only temporarily
as we can now see — the doctrine of laissez-faire, of but a limited role for the
state, was laid to rest in most Western countries. The state’s role in
economic management and social provision was enhanced. This was not
entirely altruistic on the part of capitalism’s supporters: there was a fear that
“without state intervention and regulation in the economy, the market
simply would not survive” (Savage and Robins 1990b: 3). It was deemed
essential that capitalism be humanized and that the state provide a shield
to protect people from “the insecurities and hardships of an unrestrained
market economy” (Piven and Cloward 1982: ix).

In his book The General Theory of Employment, Interest and Money, John
Maynard Keynes (1936) provided the theoretical justification for state
intervention within modern capitalism. Keynes’ ideas challenged several
postulates of orthodox, neo-classical economics. In particular, it chal-
lenged the neo-classical paradigm that held that there was an automatic
tendency in capitalist economies toward equilibrium and full-employ-
ment levels that would be achieved via adjustments in prices, wages, and
interest rates. Economic downturns might occur, but they would trigger
reactions that would set the equilibrium right. The Great Depression had
shaken belief in such equilibrating forces. Keynes denied their very exist-
ence (see Buchanan and Wagner 1977: 25–28). His genius was to devise a
technical solution to the crisis of capitalism that sanctioned a degree of
government intervention while maintaining market dominance and pri-
vate ownership of the principal means of production. The key to Keynes’
solution was the use of countercyclical fiscal measures4 to generate levels
of aggregate demand that would produce high and stable levels of both
income and employment. By placing aggregate demand at the centre of its
economic program, Keynesianism was able to sketch what appeared to
many as a “middle way” between laissez-faire capitalism on the one hand,
and socialism and state ownership on the other.
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Keynes’ policy prescriptions called for the active use of the state in
economic management and also contained a vital social component. So-
cial policies — the welfare state — could be justified on the grounds that
they contributed to maintaining high levels of aggregate demand. Thus
they had both an economic and a humanitarian rationale. By 1960, the
responsibilities of governments throughout the Western world were de-
cidedly Keynesian: “Full employment; a high rate of economic growth;
reasonable stability of prices; a viable balance of payments; and an equita-
ble distribution of rising incomes.” In short, the state had come to be
responsible for ensuring a measure of “equity, efficiency, stability and
growth” (Stewart 1991: 92). However, there was also considerable variety
in how the broadly Keynesian policy paradigm was applied in different
countries (Esping-Andersen 1990).

As World War II drew to a close, one of the chief concerns of policy-
makers throughout the Western world was to avoid the mistakes and
problems that had contributed to the economic disaster of the 1930s.
Stable and predicable monetary relations between and among states were
seen as an essential element of post-war economic reconstruction. Float-
ing exchange rates in the inter-war period had led to competitive devalua-
tions of currency — in order to obtain temporary advantages in trade —
and to rampant speculation. Fixed exchange rates would create a far more
encouraging and predictable environment for trade and investment. Yet
an overly rigid exchange rate system, like that of the earlier Gold Stand-
ard,5 was also to be avoided. The Bretton Woods6 agreement aimed to
produce both stability and some elements of flexibility. The technical
details need not concern us here.7 Suffice it to note that the system that
emerged, which involved the creation of a number of new international
organizations such as the International Monetary Fund (IMF) and the
World Bank, was successful in providing a stable monetary environment
for a number of years. However, its stability rested on the willingness and
ability of the United States, which had ended World War II with undis-
puted economic hegemony, to underwrite a system that initially conferred
major benefits on the United States as well as other nations. However, the
Bretton Woods system would eventually impose constraints on American
policy.

The post-war economic settlement reacted to the trade wars of the
1920s and 1930s by providing for the gradual liberalization of trade. In the
immediate post-war period, an International Trade Organisation was pro-
posed as a trade counterpart to the IMF and World Bank, but this idea was
eventually abandoned8 and liberalization of trade in goods was to be
accomplished through successive rounds of negotiating tariff reductions
in the General Agreement on Tariffs and Trade (GATT). This trade regime,
however, was limited in its intrusion into national policy-making. States
retained considerable autonomy and discretion as to how interventionist
they would be in managing their national economies.
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In the West, the post-war order thus remained capitalist and liberal.
Unlike the pre-war economy, it was premised on an active state that
promoted social inclusion at the national level. At the same time, limited
international economic governance arrangements — in practice domi-
nated by the United States — maintained stability. The Western countries
were also organized into a military alliance, the North Atlantic Treaty
Organization (NATO), in which the United States was pre-eminent.

Unravelling the Post-War Settlement
and the Rise of the Globalization Narrative

The security dimension of the post-war order was demolished by the
collapse of the communist bloc of countries associated with the Soviet
Union, and by the dissolution of the USSR itself in 1991. For some, the
effects of this change were destabilizing and troubling: “The collapse of
the communist regimes between Istria and Vladivostok not only produced
an enormous zone of political uncertainty, instability, chaos and civil war,
but also destroyed the international system that had stabilized interna-
tional relations for some forty years. It also revealed the precariousness of
the domestic political systems that had essentially rested on that stabil-
ity.… The future of politics was obscure, but its crisis at the end of the
Short Twentieth Century9 was patent” (Hobsbawm 1995: 10–11).

Others were much more sanguine about the emerging new world
order. Capitalism seemed triumphant as a social system: the new world
was a unipolar one under the leadership or domination of the United
States, regarded by many as a “benign hegemon.” Francis Fukuyama
(1989) proclaimed the “End of History,” which involved “the total ex-
haustion of viable systematic alternatives to Western liberalism.… What
we may be witnessing is not just the end of the Cold War, or the passing of
a particular period of post-war history, but the end of history as such: that
is, the end point of mankind’s ideological evolution and the universaliza-
tion of Western liberal democracy as the final form of human govern-
ment.” In such a world, the United States, the world’s only remaining
superpower, faced no significant rivals. There was talk of a “peace divi-
dend,” as military spending might now be re-directed to civilian uses.
Even those who worried about the longer term conceded that American
predominance would apply for the foreseeable future (Brzezinski 1997:
195). Henceforth, American foreign and security policy would face no
serious constraints. It remained to be seen what the United States would
do with its new freedom in these areas.

An earlier change in the international system had shaken the eco-
nomic basis of the post-war settlement. Beginning in the early 1970s, a
period of volatility in international monetary relations followed the rela-
tively stable era of the Bretton Woods system. As the constraints Bretton
Woods imposed on the United States grew, the Americans became either
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unable or unwilling to maintain the system they had largely created in
1944. In 1971, President Richard Nixon took measures that terminated
the Bretton Woods system and effectively ushered in a period of floating
exchange rates in which the value of national currencies was determined
by currency markets. The end of Bretton Woods, and the deregulation of
capital movements that followed in the later 1970s and 1980s, created an
unstable and unpredictable economic environment for states. Many de-
veloping states became heavily indebted, and their policy autonomy was
sacrificed as they were forced to negotiate loans with international eco-
nomic institutions such as the IMF or the World Bank. The structural
power of capital grew, and all states became exposed to the increased
power of “markets.”

In the trade and investment sphere, rapid growth signified a more
tightly integrated global economy. International capital and powerful
states began to demand a new architecture of international agreements.
From the 1980s onward, the drive to expand and entrench free trade and
the rights of investors found expression in World Trade Organization
(WTO) agreements and in regional blocs such as the North American Free
Trade Agreement (NAFTA). This new generation of trade agreements was
far more intrusive and disciplinary in limiting the exercise of national
autonomy. Such agreements extended their reach beyond trade in goods
— typical of earlier trade agreements — to cover investment, services, and
intellectual property rights. So, states became more exposed to the influ-
ence of capital, because the new international monetary system empow-
ered investors and financial speculators, and because the new trade agree-
ments subjected states to rules supervised and enforced by international
trade organizations.

These international changes were associated with a policy paradigm10

shift at the domestic level that saw the triumph of neo-liberal ideas. The
result was a displacement of state-managed national economic systems by
a reliance on market forces and economic liberalization.

Since World War II, most industrial liberal democracies had used the
state domestically to manage their economies in the interests of achieving
full employment and had constructed more or less generous welfare states
to provide for their citizens. As with the desire for international monetary
stability, adoption of these goals was a reaction to the pre-war economic
experience of mass unemployment and social destitution. It was also
informed by the consideration that populations that had endured a world
war might not tolerate the restoration of the same type of economic system
that had prevailed before it. For thirty or so years after the war, most
governments had managed to deliver on the pledge of full employment
and social security. Beginning in the 1970s, and accelerating in the 1980s
and 1990s, these ends (full employment) and means (active state interven-
tion in economic management and provision of a welfare state) came
under attack from advocates of a new, or refurbished11 ideological ten-
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dency — neo-liberalism. For the most part, this assault on Keynesianism
was launched by organized business, corporate-funded think tanks, and a
generation of “new right” politicians exemplified by Margaret Thatcher
in Britain and Ronald Reagan in the United States.

The post-war settlement, which was their target, had embodied ele-
ments of compromise among social classes and had operated within an
international system that imposed constraints on the leader of the West-
ern alliance, the United States. This world was bi-polar and involved a
balance of power.

By the 1990s the three crucial elements of that order — the balance of
power in international security, the basis of the international monetary
and trading system, and the policy paradigm that dominated domestic
political discourse — had all come unglued. Along with these changes was
a technological revolution entailing the widespread use and growing ap-
plication of computer and information technologies. The debates that
arose over globalization reflected the widespread belief that a new global
order had arisen. Most of those contributing to the discussion were at-
tempting to identify its main features, to explain how it had come into
being, and either to justify the new trends or to oppose and develop
alternatives to them. Claims advanced about the inevitability of globaliza-
tion, its novelty, and the obsolescence of the nation-state were all sub-
jected to sceptical analysis.

The debates over globalization intensified as the 1990s wore on, and
they increasingly involved political protest. The first edition of this book
opened with a listing of some of the key events of what became known,
somewhat inaccurately, as the “anti-globalization” movement:

Vancouver 1997… demonstrators against APEC pepper-sprayed…
Paris 1998… negotiations for a multilateral agreement on invest-
ment formally suspended after a mass campaign by non-govern-
mental organisations, and one nation-state, France, announces its
withdrawal… Seattle 1999… World Trade Organisation meeting
stalled; later, delegates meet to the whiff of tear gas and the thud
of rubber bullets being fired at demonstrators… Québec City
2001… wall isolating summit negotiators from popular protest
temporarily breached by demonstrators, tear gas, water cannon,
rubber bullets and arrests used to restore control.

Later still, in the aftermath of the terrorist attacks on the World Trade
Center in New York, debates on economic globalization merged with
those about war and peace, particularly as the United States and some
allies launched a war against Iraq. Some began to prefer the term “ new
imperialism” to “globalization” in describing the new era. There has been
little “order” in the post-1991 “new world order.” Rather, turmoil —
economic, political, and military — has proved to be the order of the day.
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The aim of this book is to place Canada amidst these developments.
The book opens with a chapter that explores the concept of globalization
and the various definitions attached to it, and surveys the debate between
theorists committed to the concept and those who are more sceptical. The
extent to which Canada is implicated as a proponent in the globalization
process receives some attention. At least as far as states like Canada —
middle powers, semi-peripheral countries that are neither major players
nor marginal observers — are concerned, enthusiasm for globalization
appears to have been a matter of choice rather than necessity.

Chapter 2 considers Canada’s long participation in the international
political economy. Rich, but awkwardly situated in the international hier-
archy, Canada has moved from close reliance on one hegemonic power to
another. Depending in the modern period on the United States as a
market and source of investment, Canada has nevertheless sought to
retain a degree of national autonomy and has periodically resisted the
continentalist pull of its southern neighbour. In pursuit of this aim,
Canada has followed a series of economic strategies (often dubbed “Na-
tional Policies”) over the course of its history. The most recent of these,
though, seems to have abandoned the goal of national autonomy in favour
of ever-closer continental integration. This is the neo-liberal strategy
associated with the Canada-U.S. Free Trade Agreement, and it continues
to be the dominant approach. Chapter 3 seeks to explain the adoption of
this strategy of neo-liberal continentalism, the roots of which are found in
the changing structures and political orientations of Canada’s business
class. Attention is also paid to the party politics of the paradigm shift to
neo-liberalism and continental integration.

Clearly, Canada has not been alone in favouring multilateral and
regional free-trade agreements. The theoretical roots of free trade are
probed in Chapter 4 through a consideration of the theory of comparative
advantage that, notwithstanding subsequent modifications and embel-
lishments, continues to provide the core political arguments for free trade.
The chapter considers why it is that many countries such as Canada,
having resisted the blandishments of free-trade advocates for much of
their history, are now rushing to join free-trade agreements. It concludes
by looking at the role of finance capital in the international political
economy and its implications for the structure of business representation
and influence, both nationally and internationally. Chapter 5 focusses on
the impact of neo-liberalism in Canada through an examination of a
number of policy areas over the past two decades. Significant changes are
noted and, for the most part, are attributed to domestic sources rather
than to globalization. Chapter 6 performs a similar function for Canadian
foreign policy. The economic basis of much Canadian foreign policy is
noted and pressures to accelerate continental integration are analyzed.
There are, however, countervailing pressures. Canadian public opinion
has reacted negatively to American foreign policy since 9/11, and particu-
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larly to the implications of the Bush administration’s declaration of a
permanent war against terror and its aggressive unilateralism.

Chapter 7 continues the analysis at the international level and exam-
ines the contents of several international agreements that intrude on
Canada’s capacity to make autonomous decisions. The agreements are
those falling under the WTO umbrella, as well as NAFTA, the proposed but
as yet unratified Multilateral Agreement on Investment, and the still-in-
progress FTAA (Free Trade Area of the Americas) initiative. Despite the
intrusive nature of these agreements, the Canadian state has been an
active supporter of them all. The architecture of the international agree-
ments sketched in Chapter 7 reflects the neo-liberal desire to constrain the
state, freeing investors and markets from state intervention. These agree-
ments re-enforce neo-liberal measures taken at the domestic level. As part
of international law, they have a quasi-judicial and quasi-constitutional
aura, which makes their impact harder to challenge. Yet, they are as
political in construction as any domestic policy.

The implications of these international, but voluntarily entered-into
constraints, or “conditioning frameworks,” for the Canadian political
system and its institutions are examined in Chapter 8, where impacts on
parliamentary institutions, federalism, and the courts are noted. Finally,
in Chapter 9, the book turns to the opposition to neo-liberal globalization
and attempts to evaluate its effectiveness and consider what an alternative
might look like.

The book represents an effort to understand Canada’s role in the
broader process of economic, technological, social, and political change
known as globalization. This involves probing the nature of the interna-
tional system, and relationships between Canada and other states, notably,
for reasons that will become apparent, its relationship with the United
States. However, in order to understand state behaviour, it is necessary to
analyze the internal power relations within states and the ideologies that
serve as blueprints or rationalizations for actions taken. Once this is done,
globalization, often viewed as an irresistible force imposed on states from
the outside, appears also as a particular strategy for dealing with a set of
problems — a strategy that involves winners and losers, both nationally
and internationally, and which is susceptible to political choices.

Notes

1. Rather than use the term “globalism,” which gives little indication of the
ideology’s content, I will use “neo-liberalism” to describe the ideology
associated with globalization. It will be defined later in the text, but is
essentially built on the ideas of neo-classical economics, especially those
which hold that markets are preferable to states in organizing economic and
other matters.

2. These remain disputed. In popular rhetoric in the West, military alliances
such as the North Atlantic Treaty Organization were a necessary defence of
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the “Free World” against aggressive communism bent on world supremacy.
For others, the United States was equally or more to blame, and exaggerated
the Soviet threat in order to consolidate support in the capitalist nations. See
Williams 1962; Fleming 1961.

3. The following passages are drawn from McBride and Shields 1997: 35–37.
4. “Fiscal policy” refers to the spending and revenue (either taxation or

borrowing) decisions a government makes.
5. The “Gold Standard” is often applied to the period between the 1870s and

the 1930s, but it can be applied to any monetary system in which the standard
economic unit of account is a fixed weight of gold. Used internationally, the
rates of exchange among national currencies effectively become fixed.

6. Named after the New Hampshire resort where a United Nations Monetary
and Financial conference was held in July 1944.

7. For useful overviews of the international monetary system see Cohn 2003:
Chapter 6, and O’Brien and Williams 2004: Chapter 4 and 8; for a more
detailed account of Bretton Woods see Block 1977.

8. See Chapter 7 for a brief discussion.
9. A period from the outbreak of World War I in 1914 to the collapse of the USSR

in 1991.
10. “Policy paradigm” is defined as “the broad goals behind policy, the related

problems or puzzles that policy-makers have to solve to get there, and, in
large measure, the kinds of instruments that can be used to attain these
goals” (Hall 1990: 59).

11. “Refurbished” because there was little fundamentally new about neo-liberal
ideology; it was a re-stated version of the liberal ideological orthodoxy that
had prevailed before the Keynesian challenge to mainstream neo-classical
economics in the 1930s.




