Globalization and Interdependence

· Networks of economic interdependence that span the globe have increased as costs of communication and transportation of declined and shrunk the effects of distance
· Nearly half of all industrial production today is produced by multinational enterprises whose decisions about where to locate production have a powerful effect on domestic economies and politics.

The Dimensions of Globalization
· Globalization in accompanied by increasing gaps between the rich and poor, it does not include homogenization or equity.
· Even among rich countries, there is a lot less globalization than meets the eye.
· A truly globalized world market would mean free flows of foods, people and capital, and similar interest rates.
· Globalization has multiple dimensions:
· Environmental
· Military
· Social

What’s New about 21st Century Globalization?
· Contemporary globalization goes ‘farther, faster, cheaper and deeper’
· Economists use the term ‘network effects’ to refer to situations where a product becomes more valuable once many other people also use it.
· Interdependence has become thicker and quicker, the relationships among different networks have become more important.
· The ‘democratization’ of technology, finance and information  diminished costs have made what were previous luxuries available to a much broader range of society.

Political Reactions to Globalization
· Some countries imitate success; others accommodate it in distinct and ingenious ways.
· Domestic institutions and divisions – economic or ethnic – can lead to domestic conflict, which can reformulate ethnic and political identities in profound and often unanticipated ways.
· There is no automatic relationship between inequality and political reaction, but the former can give rise to the latter. 
· When inequality is combined with instability, such reactions could eventually lead to restrictions on the pace of globalization of the world economy.

The Concept of Interdependence
· Interdependence refers to situations in which actors of events in different parts of a system affect each other.
· It means mutual dependence

Sources of Interdependence
· Four distinct dimensions: Sources, Benefits, Relative Costs, Symmetry

Sources of Interdependence
· Military interdependence
· Economic interdependence

Benefits of Interdependence
· Sometimes expressed as zero sum and nonzero sum.
· Zero sum = your loss is my gain, vice versa
· Positive sum = we both gain
· Negative sum = we both lose
· Failure to pay attention to the inequality of benefits and the conflicts and arise over the distribution of relative gains causes such analysis to miss the political aspects of interdependence
· Interdependence thoroughly mixes domestic and foreign issues, which gives rise to much more complex coalitions, more intricate patterns of conflict, and a different way of distribution of benefits than in the past.

Costs of Interdependence
· Can involve short-run sensitivity or long-run vulnerability
· Sensitivity refers to the amount and rapidity of the effects of dependence  how quickly does change in one part of the system bring about change in another part?
· Vulnerability refers to the relative costs of changing the structure of a system of interdependence.
· The less vulnerable of two countries is not necessarily the less sensitive, but rather the one that would incur lower costs from altering the situation.
· Vulnerability also depends on whether or not substitutes are available and whether there are divers sources of supply

Symmetry of Interdependence
· Symmetry refers to situations of relatively balanced versus unbalanced dependence
· Being less dependent can be a source of power  the less dependent party has a source of power so long as both parties value the interdependent relationships.
· The largest state does not always win in the manipulation of economic interdependence.  If a smaller or weaker state has a greater concern about an issue, it may do quite well.
