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Introduction: The Concept of
Globalization’

Globalization has been described as the
confluence of varicus economic ¢hanges that
can bhe grouped into threc types of phenomena
(Borrego, 1981; Dicken, 1992; Dunning,
1990; Kennedy, 1993; Koc, 1994; Ohmae,
1991; Reich, 1991; Ross and Trachte, 1990,
and Thurow, 1992},

First, there is the increasingly rapid ex-
pansion of international trade? which has oc-
curred since the end of World War I, coupled
with the quick growth of international produc-
tion and international marketing channels.
This movement was initially fueled by the
spread of multinational enterprises (MNE)
which located subsidiaries in other countries to
take advantage of natural resources, as well as
to produce for local and regional markets
served by these subsidiaries. More recently, the
emergence and rapid development of transna-
tional corporations (TNCs) --which have been
accompanied by and stimulated the develop-
ment of new technologies which lower trans-
port costs, permit rapid communications and
create new management methods--have
changed this pattern.? Thus "an increased pro-
portion of world trade in manufactures is in-
tra-firm, rather than international, trade. In
other words, it is trade which takes place be-
tween parts of the same finn but across na-
tional boundaries” (Dicken, 1992:48). TNCs
also control the commodity marketing chan-
nels of a large variety of food and raw agricul-

84 International Journal of Sociology of Agriculture and Food! Revista Internacional de Sociofogia sobre Agricultura ¥ Alimentos! Vol. 4/ 1994




THE FIRM AND THE STATE IN THE GLOBALIZATION PROCESS

tural products as well as ores, minerals and
metals, even when their production is nation-
based 4

Second, the end of the Bretton-Woods sys-
tem of financial regulation and the develop-
ment of new technologies (mainly related o
the revolution in global communications} has
allowed an exploston of financial flows around
the world.? These flows are under the control
of an increasingly important set of transna-
tional banks {TNBs), which are in large part
connected with speculative movements in
stock markets and currency exchange rates,

Third, a global tendency toward a homo-
geneity of human behavior and consumption
patterns® has formed, fueled by the emergence
of a global communications network (used in a
broader sensc to include the media and cul-
tural industries). This tendency is illustrated
by the emergence of global goods such as the
"world car,” the "world steer” (Sanderson,
1986), the “"world soft drink,” the "world
pizza," in addition to a global culture cxem-
plified by trends in fashion, hair styles. etc.
(Friedland, 1990),

In brief, even if interpretations may differ
about the nature, importance and theoretical
significance of this global shif(, there is gen-
eral agreement that it is qualitatively different
from the past, and is intimately connected with
the acceleration of international capital flows,
the growing importance of TNBs and the
emergence and rapid development of TNCs in
parallel with new technologies, The close co-
operation and -- occasionally -- control devel-
oping between TNCs and TNBs constitute
what Andreff (1982, 1984) terms transna-
tional finance capital (TFC).

Thus, the globalization process is best con-
ceptualized as resulting from a set of dynamic
forces -- economic, political, ideological, cul-
tural® or religious -- that, at an ever increasing
pace, is shaping and reshaping the interna-
tional division of labor, favoring or opposing

capital accumulation, and pushing toward or
resisting an increasing homogeneity of human
behavior and consumption. Thesec are the
glabal, local, or regional forces that are acting
in the socio-economic and political context of
the last three decades of the twenticth cen-
ry.?

My thesis is that the driving force behind
these developments is primarily economic.
That is, the critical agent of globalization is
the set of strategics TFC adopts to adapt ac-
cumulation patterns to changing geo-cconomic
and geo-political condidons. On one hand,
TNCs are trying to become more competitive
in markets that are increasingly globalized; on
the other hand, TNBs are striving to dispose of
an excess of liquidity. Thus, TNBs fuel TNC
development and, by taking advantage of the
end of Bretton Woods regulation, contribute 1o
the explesive surge in speculative capital flows
already mentioned (see Kennedy, 1993;
Resnick, 1989; and Schuh, 1986),

Forces outside the economic arena which
coniribute to the globalization process -- such
as the nation-state at the political and ideo-
logical level and cultural or religious forces --
usuaily lag far behind. The fact that economic
forces are primary does not deny the impor-
tance of these other forces; on the contrary,
they sometimes work to facilitate the require-
ments of the globalization process® or, as is
more probable, struggle to resist the homog-
enization process.

This  definition implies that what
characterizes the globalization process is more
than the increase in commercial relations he-
tween different economic spaces or nations;
rather globalization involves two main di-
mensions. The first is the increasing speed of
the movement of capital and commodities. The
second is the multi-spatial coordinaton of
economic activities which is substansially dif-
ferent from the simple consideration of the
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signals provided by demand and supply trends
in international markets.

By accepting this concept of globalization,
we are necessarily faced with many issues
needing further discussion and theoretical
consideration. Three of these are particularly
important. First, the firm and technological
progrcss” as the primary agent of the globali-
zation process must be considered.  Second,
the state and international development agen-
cies should be examined. And third, the debate
about structurefagency opposition as it is re-
lated to cultural, ideological, and religious lac-
tors is important. However. it is my belief that
the changing trends of the internationalization
of capital that give nse to globalizaton can be
explained essentialty by TFC and the dialecti-
cal relationships between TFC and nation-
states. In other words, the determinants of
globalization must be sought in the internal
logic of TFC in general and in TNCs' actions
in particular, influenced by the dialectical re-
lationships between TFC and nation-staics.
However, this process must be cxamined on a
case by case basis, considering other dimen-
sions which are not ¢xplored in this paper.

It is generally agreed that the dynamic of
the capitalist system, among other conditions,
implies the constant search for opportunities (0
expand capital accumulation, and requires the
continuous realization of profits. But it would
be too easy, as well as unsatisfactory, to ex-
plain the role of TFC in the globalization
process as resulting simply from an incessant
quest for profits and growth of accumulation,
Therefore, we must pay more attention to TFC
to better understand the significance of the
Process.

The framework for the analysis proposed
in this paper is that TFC strategies and the
dialectical refations between TFC and natton-
states must take into account vanations in so-
cioeconomic contexts arising since the cmer-
gence of the globalization process. After a

brief overview of theoretical considerations
about globalization, attention will be given to
the character of TFC and then to the relations
between TFRC and nation-states.

Theoretical Explanations of
Globalization: A Brief Review

While there may be a consensus about the
importance of the globalization process, the
theoretical explanations for it are the subject of
raging controversy. Dunning (1990:10-11)
puints out some of these issues,

Theories abound. Currently there are at least
half a dozen conlenders for the theory or the
teading theory of international business activity
most of which leave businessmen unimpressed
since they consider each act of invesiment a
unique phenomenon, so that no particular the-
ory can explain everything.

Dunning sets out six reasons for the shortcom-
ings of major theories. First, the "large number
of theories reflects the lcaming process which
any new discipline has to go through in its
search for dominant paradigm.” Second. the
world has changed to the extent that early ex-
planations ar¢ no longer valid, which fits well
with our argument for the necessity of taking
different historic contexts to fully understand
globalization into account.1? Third, earlier
theories did not seek answers to  the same
(questions because some were more interested
in the 'where' and others in the 'why' or how'
of forcign production. Fourth, scholars have
addressed different issucs. For instance, vari-
ables which best explain the initial act of for-
eign direct investment may or may not be rele-
vant in explaining increases in the degree of
multinational activity,  Fifth, varied ap-
proaches to explaining globalization exist. For
cxample, some look at the dynamic of direct
forcign investment and others search for the
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patterns and composition of foreign owned
production at a particular peint of time,
Finally, because of the disciplines they prac-
tice, researchers may take different perspec-
tives on international production,

Dunning concludes "there is no such thing
as a one for all explanation of internationzl
business, Firms change; so do the production
and marketing conditions within which they
operate,” However, despite the futility of a
quest for an ultimate theory, it is worthwhile
to look at some of the explanations of reasons
that fead corporations to develop activities
outside their original home base,

Dunning, in earlier research, attempts to
synthesize mainstream theories and less ortho-
dox approaches in what he calls the "Eclectic
Paradigm.”13 However, this paradigm, as well
as most other mainstream approaches, focuses
on the micro-economic level (Pitelis, 1989),
Even if they provide deep insights and pood
explanatory power, economic approaches are
unsatisfactory when questions are raised from
a macro-economic perspective, as Dunning
himself recognizes. Other criticism of these
mainstream approaches is connected with the
fact that they do not deal with what cconomists
designate as extra-economic variables,

In contrast to the approaches outlined
above, critical approaches tend o be placed at
a macro level, providing good explanations of
broader trends and global movements but not
giving much attention to the concrete ways
that firms globalize, processes which cannot
be detected with macro approaches. Thus,
there ts nothing unusual about more influential
critical approaches seeking determinants of
globalization in several different areas. Some
seek these determinants in large global move-
menis and historical perspectives, much like
the world system approach (see So, 1990; Ross
and Trachte, 1990; more critical approaches
are Howard and King, 1992; and Worsley
1980). Others look to the search for monopo-

listic profits and rents due w the dispropor-
tionate market power of large TNCs (sec
Hymer, 1976a, b; Bamett and Muller, 1974;
Biersteker, 1978; and Newfarmer, 1985; for a
critical review see Jenkins, 1991). A third ap-
proach sees the determinanis as deriving from
a New International Division of Labor pro-
voked by the search for global sources of cheap
labor by TNCs (see Frabel et al, 1980; Jenkins,
1984). Still others argue that globalization re-
sults from the intemationalization of capital
driven by the competitive nature of the capital-
ist mode of production (see Jenkins, 1991),
Finally, some emphasize the importance of the
centratization!* of capital as a process of re-
ordering world capitalism, the outcome of the
crisis, 13

These varied ways of looking at the same
phenomenon have a clear ideological basis.
Critical approaches, though more or less ex-
plicitly oriented toward political purposes and
ideological principles, place the necessity of
identifying the winners and losers of economic
changes of globalization at the center of their
problematic. Mainstream approaches, on the
contrary, consider the market (in its broader
sense) as the most efficient allocator of rte-
sources and, even when they acknowledge the
creation of winners and losers, share a naive
and optimist view of the results of market
forces. According to the latter viewpoint, gen-
eral welfare will increase and winners even-
tually will compensate the  losers.
Unfortunately winners usually don't compen-
sate losers. and all externalities are not taken
into account in finally assessing any increases
in  general welfare  (Thurow, 1992).
Additionally, mainstream theorists, with very
few exceptions, refuse to recognize that their
optimistic and naive point of view is the result
of ideological bias, turning any attempt at de-
bate between critical and mainstream ap-
proaches into a dialogue of the deaf,
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Let us now turn to the characteristics of
TFC and the relationship between TFC and
nation-states. The notion of transnational fi-
nance capital'® does not imply that banking
and industrial capital lose their identity. On
the contrary, the internationalization of TFC
has been achieved through a rigorous comn-
petitive process involving both TNCs and
TNBs. Thus, we can assume that TNCs and
TNBs share relations ranging from simple
collaboration to more complex forms of coor-
dination as well as structures of strict control
dictated through networks of intercorporate
relations.

The Characteristics of TNCs

In 1971 Hymer, drawing on research by
Chandler and Barnard, waced the evolution of
modern organizational patterns of firms, First,
the old giant mercantilist organizations in in-
ternational trade, which had contributed to the
concentration of capital. (e.g. mining compa-
nies and plantations) gave way to small work-
shops, the forerunners of modern corporations.
Hymer (1976b:56) termed the former organi-
zations "dinosaurs, large in bulk, but small in
brain, feeding on the lush vegetation of the
new worlds (the planters and miners in
America were literally Tyrannosaurus rex )."

The second stage of the evolution of mod-
ern business organizations began with the
transition of small workshops to Marshallian
family firms. Next, “the family firm, tightly
controlied by a few men in close touch with all
its aspects, gave way to the administrative
pyramid of the corporation” by the carly twen-
ticth century, a process accompanied by the
rapid expansion of businesses continent-widce
through mergers {Hymer, 1976 b:58). This ex-
pansion implicd a structure with field offices
supervised by a head office. National corpora-
tions were sub-divided into departments with
vertical control supervising the horizontal di-

vigion of labor provided by the departmental
structure  (finance, personnel, purchasing,
sales, etc.).

However, capitalist development with its
disproportionate growth of demand implied
that

[i]f the corporation was to grow steadily at a
rapid rate, it had continuously to introduce new
products ... Thus, product development and
marketing replaced production as a dominant
prablem of business enterprise. To meet the
challenge of a constantly changing market,
business enterprise evolved the multi-divisional
structure ... originated by General Motors and
Du Pont shortly after World War L

Corperations were decentralized into sev-
eral divisions each concerned with one product
line and organized with its own head office. At
a higher level, a general office was created to
coordinate the division and to plan for the en-
terprise as a whole. (Hymer, 1976b:60 empha-
sis in the oniginal)

This structure gave greater flexibility to
corporations so they could either enter new
markets by adding new divisions. or leave by
closing down divisions. They could create
competing product-lines in the same industry,
thereby increasing market share and giving the
illusion of competition. "Most important of all.
because it [had] a cortex specializing in strat-
egy, it [could] plan on a much wider scale than
before and allocate capital with more preci-
sion," (Hymer, 1976 b:61)

This structure also facilitated internation-
alization by the simple addition of an interna-
tional division. Most large corporations that
internationalized had this multi-division struc-
turc. However, the expansion of production
facilities to several countries posed additional
problems of coordination and control. Thus,
"largely through trial and error TNCs have
groped their way wwards more appropriate or-
ganizational structures.” (Dicken, 1992:192)
Even if there is no single pattern of structural
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organizalion, several forms of organization are
adopted according to such factors as peo-
graphical dispersion, age and experience of the
enterprise, the nature of operations, eic.
{Dicken, 1992: chapter 7).

But going giobal poses additional prob-
lems of coordination; recently “some of the
largest TNCs have begun to adopt sophisti-
cated global grid or global matrix structures
which are moving to a globally integraied
network  structure.”  (Dicken, 1992:193)
Dicken quotes Bartlett and Ghoshal who char-
acterize this structure as

increasingly specialized units worldwide
linked into an integrated network of operations
that ... [enables] .. them to achieve their multi-
dimensional strategic objectives of efficiency,
responsivencss, and innovation .. the strength
of this configuration springs from its fundamen-
tal characteristics: dispersion, specialization,
and interdependence. [This shift is from a] lop-
down organizaticnal structure in which there is
a clear vertical division of control, to a flatter,
more complex, networked structure. (Dicken,
1992:193)

Reich, concermned about high value enter-
prises goes further in this sense, arguing that
the new high value firm will be a web enter-
prise that

has no need to control vast resources, discipline
armies of production workers, or impose pre-
dictable routines. Thus it need not be organized
like old pyramids ... high-value eaterprises
cunnot be organized this way. The three groups
that give the new enterprise most of its value —
problem-sotvers, problem-identifiers, and stra-
tegic brokers -- need to be in direct contact with
one another to continuously discover new op-
portunities. (Reich, 1991:87, emphasis in the
aripinal).

This web enterprise can have several
shapes, evolving  continuously.  Reich

(1991:91-94) gives some examples, such as
independent profit centers, spin-in and spin-
off partnerships, licensing, and pure broker-
ing.  Finally, Reich argues this movement
toward the global web implies that "there is
coming t be no such organization as an
'American’ (or British or French or Japanese
or West German) corporation, nor any finished
good called an 'American’ (or British, French,
Japanese, or West German) product.” (Reich,
1991:110)

The Increasing Importance of TNBs

In addition to the different models of or-
ganization in banking system -- which arose
from different historical patterns of banking
development in the home countries (see Scott,
1985:85-159), other financial structures arc
becoming increasingly important.!’
Klemkosky (1989), tracing (he evolution of the
U.S. financial system, enumerates 54 new fi-
nancial products included in a number of tra-
ditional market instruments such as bonds,
mortgages, financial futures and options, eq-
uity, preferred stock and mutual funds,
Referring to the most significant features of
this evolution, he stresses the globalization of
the financial system -- which gives corpora-
tions the choice of borrowing domestically or
in Euromarkets -- as well as the increasing
role of financial institutions in purchasing
equities. '8

While not always implemented world-
wide, recent U.S. trends illustrate some of the
movements that other financial systems will
most likely follow, In general terms it can be
said that

one of the major trends of the eighties has been
the increasing integration of the international
capital markets, caused in part by the recent
liberalization of some domestic capital mar-
kets.... The globalization of product, factor, and
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financial markets promises to continue into the
nineties” due mainly to trends with Japanese
and European economies. (Resnick, 1989:35)17

Another recent trend that deserves mention is
the integration of secondary equity markets
during the 1980s. This integration occurred
primarily because of "... new developments in
global communications technology, deregula-
tory changes in national markets and a greater
awareness by investors of the benefits of inter-
national portfolio diversification.” (Resnick,
1989:37)

The magnitude of the changes in interna-
tional financial systems is tremendous. A brief
look at the foreign exchange market provides
evidence. One estimate put average daly
trading volume at $425 billion in 1987, up
from $300 billion in 1986 and $150 billion in
1984 current estimates range up to $1 trillion
per day in 1989. By comparison, the largest
single day's volume on the New York Stock
Exchange was $21 billion on October 19,
1987, the day of the crash. It must be remem-
bered that the foreign exchange market is not
a specific physical place; rather it is the net-
work of international banks that trade curren-
cies with one another and the foreign ex-
change brokers and dealers who facilitate this
trade ... 24 hours a day." These movements are
the source of large benefits for TNBs. 20

The tremendous growth of world-wide fi-
nancial flows results from an excess of liquid-
ity, a major characteristic of the crisis of the
1970s which saw the end of the Bretton Woods
system (Armstrong et al, 1991). The collapse
of Bretton Woods was exacerbated by the 1973
vil crisis, when enormous amounts of petrodol-
lars (Eurodollars which were originated by the
crisis) could not easily find places 10 be used
(Aglietta, 1982), Thus, TNBs have been man-
aging this excess liquidity in a global financial
system that has lost much of its capacity for
regulation, This is one of the most important

feaures of TNBs affecting globalization.
Clearly, there was nothing strange about capi-
tal flows increasingly fueling the explosion of
speculative movements in stock markets and
in exchange rate fluctuations, especially since
these mainly occurred after the deregulation
measures of the eighties (see Aglietta, 1992).

It must also be stressed that TNBs have
gained enormous additional power vis-A-vis
nation-states, In [act, we can say, along with
Susan Stange, as quoted by Wachtel (1956),
that Eurodollars "may prove w have been the
most impertant single development of the cen-
tury undermining national monetary sovcr-
eignty." In other words, the creation of money
is no more the unique prerogative of the na-
tion-state since TNCs have access to Stateless
money. 21

On the other hand, since TNBs control
this enormous flow of capital, they are able to
influence, almost without restriction. the ex-
change rates of different currencies. Therefore,
the autonomy of nation-states in impesing
economic policies is severcly limited and, in
some cases, completely abolished. The case of
Third World debtors which suffered the IMF
imposition of structural adjustments plans
demonstrales this case.

Towards a Framework for the
Analysis of TFC and State Relations

Maizels (1984), drawing on the work of
Labys (198(), proposed a conceptual frame-
work for the analysis of primary commodity
markets. This framework will be usefut in sys-
tematizing the factors that must be considered
in the analysis of TFC and nation-siate rela-
tions. Maizels' conceptual framework is only a
starting point since there are aspects of these
relations with which he does not deal 22

The dialectical relationships between TFC
and nation-states will be analyzed hased on the
following consideratdons. First. it is necessary
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to locate the analysis in a broad historical con-
text, fully understanding the world economic
situation at a particular moment as well as the
sociv-economic characteristics of any given
country. Secondly, analysis of the nation-state
only begins with the pragmatic features of
governmental relations with TFC. Thorough
analysis requires that other more general indi-
cators of the host country be taken into consid-
eration, including politcal, ideological, cul-
tural, and religious aspects of the host coun-
try's history and situation at a particular mo-
ment, including the composition of internal
capital, class struggle, ideological and relig-
ivus features that influence nationalism, anti-
capitalism, or further integration in the capi-
talist world. At any particular moment, these
forces in the nation-state can take the role of
TFC regulator or facilitator of TFC require-
ments. Third, what finally determines if a na-
tion-state will act as a regulator or as a
facilitator of TFC requirements is not based
solely on internal considerations. The histoni-
cal context and the dialectical relations with
TFC will give final form to a nation-state’s
position, Finally, any analysis of the relation-
ships between nation-states and TFC must
recognize how unequal the forces are. That is,
not only does TFC have different characteris-
tics and diverse degrees of power but nation-
states are also very unequal. With this general
framework it is possible to examine more par-
ticular factors influencing the relationships be-
tween nation-states and TFC.

The Nation-State Versus TFC

It is possible to conceptualize a continuum
country situations ranging from complete au-
tarchy to complete openness to external influ-
ences of other nation-states and TFC.
However, if abselute autarchy nowadays is an
abstraction, the absolute absence of regulatory
processes by nation-states is equally ab-

stracted, Therefore, all the countries in the
world can be found somewhere between these
two extreme positions. Consequently, it is use-
ful to consider, abstractly, the factors which
can affect the degrees of freedom of nation-
states when dealing with TFEC. First, the size
of the country, i.e., its population and political
and economic power impacts its ability to deal
with TFC. For example, the Republic of China
has incommensurably more power than
Burkina Fasso vis-d-vis TFC, Second, a re-
lated factor is the size and growth potentiality
of the internal market, cspecially when dealing
with TFC desiring 0 produce goods or serv-
ices for this internal market. Third, the nature
and importance of the raw malerials that
TNCs seek or the products they wish 10 com-
mercialize through marketing and distribution
channels is crucial The power of OPEC coun-
tries became painfully evident during the 1973
oil ¢risis, If, on the other hand, there are many
alternative sources, or technical possibilities to
substitute raw materials, the nation-state loses
power. Fourth, another factor is the existence
of alternative trade links. This factor depends
on the world context, and is best illustrated by
Cuba’s problems when their privileged tradc
links vanished with the collapsc of the Soviet
Union. Fifth, the macroeconomic context and
the prospects of the country, especially con-
ceming financial resources and the balance of
payments, affects the power of TFC vis-a-vis
nation-states, TFC power increases when
countries are international debtors and desper-
ately need external loans.

Another factor is the experience and ability
of nation-state representatives in dealing with
foreign trade and the complex system of inter-
national legislation concerning contracts with
TFC. In addition, the willingness of a nation-
state -- as wel] as the possibility -- to join other
nation-states 0 obtain more bargaining power
is important as illustrated by OPEC. The
world economic situation and prospects, as
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well as tendencies toward recession or expan-
sion also play a role. If recession prevails, na-
tion-states might have additional power when
opening up sectors to TFC. Finally, the degree
of local cormuption is an important factor af-
fecting the power of nation-state. If corruption
is rampant, regulation will only serve to obtain
more bribes without considering the general
interest of the population or the environment.

TFC Versus the Nation-State

Following our understanding of the dialec-
tical relationships between the nation-state and
TFC, all the factors mentioned above about a
nation-state's degrees of freedom can also be
considered from the point of view of TFC.
However, there are other factors affecting na-
tion-states that depend on TFC characteristics
and types of operations. These degrees of free-
dom include any of the following, One vari-
abie characteristic is the amount TNBs specu-
late with currency exchange. As already men-
tioned, in an internationalized economy, na-
tion-states are relatively helpless  vis-d-vis
speculatdve capitat flows. These speculative
flows can affect nation-states as the simple re-
sult of the internal logic of capital and the
normal function of the markets. They can also
be the result of the willingness of TNB repre-
sentatives to put pressure on nation-states re-
luctant to accept the requirements of TFC. A
clear example is TNB networks which forced
large debtor countries to accept the IMF im-
position of adjustment plans. Small and Third
World countries are infinitely more susceptible
to being forced to accept such adjustment
plans than the 11.S., despite the importance of
the debt in absolute or relative terms.

Second, the role of transnational trading
corporations and TNBs in using speculative
strategies in futures and spot markets is also
important, Third, the power of TNBs is not
only visible when dealing with speculative

movements. Thus the Paribas bank in France
succecded in transferring most of ils assets o
other countries 1o avoid nationalization during
the first socialist Miterrand government in
1981; another cxample is the 1975/76 British
attempt at "deficit financing ... biocked by the
financial institutions in the money markets,”
according 10 Tomlinson as quoied by Radice
(1984). A fourth characteristic is the nature of
iechnologics that TNCs and TNBs provide w
nation-states in direct investments and in li-
censing their use. The more sophisticated and
complex the technology, the greater the power
of TFC.

Fifth, the control of marketing and disti-
bution channels, i.e. the oligopolistic charac-
teristic of some world markets, also flactors
into the relative freedom of the nation-state
vis-a-vis TNB. We have already mentioned the
oligopolistic control of some TNCs over some
primary products. Even after nationalization,
the power of the nation-state vis-a-vis TFC
may not increase because of this control. This
also means that Vernon's {1971) concept of the
"obsolescent bargain,” according o which the
power of the nation-state can increase once di-
rect investment is made, can be subverted by
oligopolistic control of marketing and distri-
bution channels.

Sixth, the influence of the original home
countries of transnational firms must be con-
sidered. Even though it is increasingly difficult
to identify the origin of a product or the real
nationality of a TNC as Reich (1991) points
out, there is substantial evidence that country-
specific characteristics influence TFC strate-
gies and result, sometimes, in substantial
benefits to the onginal home countries of the
TNCs.2? Finally, most of the new forms of in-
ternationalization described by Reich's desig-
nation of global web, increase the flexibility
and the mobility of TFC. Since much of the
business of these global webs is related to
problem-solving, engineering, auditing, and so
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on, and since the efficiency and quality of this
kind of activity decpends on the know-how of
the global webs, it is likely that the power of
the nation-state vis-a-vis this type of firm will
be marginal.

The Globalization of Agricultural
Related Activities

Even in its most advanced forms, industrial
agricufture has many differences when com-
pared to industry, These specificities are re-
lated to the biological character of agricultural
production and the need 10 wse a peculiar
means of production, land. Furthermore, food
commodities are subject to higher levels of
regulation by nation-states, Until a GATT
agreement is achieved which would intercon-
nect the economic sphere with hygienic and
sanitary regulations, the higher regulation of
food will continue to be highly visible in inter-
national trade, since each nation-state does not
want © lose control, causing indirect eco-
nomic effects.2

Another feature pertaining essentially to
Third World countries is the level of interven-
tion of international agencies with loans and
grants, technical assistance, and imposing
models of development emphasizing export
production of agricultural commodities
{Bergeron, 1992)., This intervention sometmes
may only have an agricultural dimension but,
in other cases, will be part of a package carried
out by the IMF or the World Bank as a struc-
tural adjustment plan.

An understanding of the globalization of
agricultural related activities can only be fully
comprehended when it is placed within the
more general context of the development of
capitalism. The laws of motion of capitalism,
that is the necessity to continuously expand the
accumulation and concentration of capital, and
the growth of the world market (Magdoff,
1976) has wrought profound modifications in

the agri-food sector, initially in the advanced
societies, and increasingly in Third World
countrics.

Continuous capitalist expansion faced ob-
stacles in penetrating agriculture, mainly on
account of the specificites already mentioned,
but also because of the persistence of non-capi-
tatist forms of production, particularly the
family farm. However, it seems non-contro-
versial today that capitalist development in
agriculture does not require pervasive
uniformity in agricultural production relations.
Thus it is not necessary to eliminate the family
farm to achieve the integration of agriculmre
into the capitalist sphere. Through the increas-
ing expansion of capitalist relations of pro-
duction either directly in agricultural activi-
ties, or by surrounding agricultural production
with capitalist links, thereby diminishing the
importance of the non-specific capitalist
forms, capitalism has become the norm in the
agricultural sector of advanced industrial so-
cieties. While the family farm can subsist and
maintain its social and economic importance,
it increasingly depends on industrial inputs as
well as on capitalist forms of marketing and
distribution of its producis.

This increasing dependence on industrial
inputs, which Goodman et al. {1987) designate
“appropriationism,"25 promotes higher levels
of productivity pushing agricultural producers
onto a "technological treadmill” (Cochrane,
1979} by forcing them to adopt new innova-
tions. This movement was fueled by public and
private research and development as well as by
extension apparatuses in the industrialized
countries., It eventually spread to the Third
World, initially with the objective of increas-
ing agriculture productivity fo feed starving
populations in the form of the Green
Revolution. Despite the controversy about the
unequal  socioeconomic consequences, this
movement was supported by international
agencies and by U.S, palicy, 26
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On the other hand, industrial capital
struggles to find substitutes for agricultural
products either to avoid dependence on agri-
cultural raw materials or to try to find new
business opportunities in what is designated by
Goodman et al. (1987) as "substitutionism."2’
Substitutionism creates new conditions for the
expansion of global sourcing since industrial
capital is most interested in  the cheapest
source of elementary components that can be
used in food processing.2® However, substitu-
tionism also diminishes the portions of the
commodity chains left to family farms.

Capitalist integration is also achieved
through forms of production under contract,
leaving to the family farm only the parts of the
commodity chain that capitalists are less inter-
ested in exploiting.?9 Family farmers are left
with these pieces for several reasons. These
production areas tend to be more risky (e.g.
climatic or sanitary), the rotation of capital is
teo fong, and/or family labor can provide nec-
essary skills as well as a form of labor less
concemed about timetables. Family labor is
better at adjusting to the rhythm of biological
production as well as being lower cost than
hired labor.

Clearly, appropriationism and substitu-
tionism are wsetul concepts in understanding
the dialectical relationships between TFC and
the nation-state as well as the new competitive
relations between firms. These concepts can
best be seen in the damage that extreme substi-
tutionist strategies create for millions of work-
crs involved in the production of the substi-
tuted items as well as for firms producing
these items.

The capitalist development of agriculture
and agri-food industries has contributed to the
spread of mass production of food as evi-
denced by a senies of commodity chains that
are increasingly being globalized. These
chains constitute what Friedmann (1991} calls
food complexes. This concept is important in

establishing the connection to the globaliza-
tion process.

[Slince agri-food complexes are centered on
transnational, (ndustrial capital, the splintering
of production within national economies — that
is, intra-sectoral integration across national
boundaries - is a phenomenon increasingly gen-
eral to all commodity chains, and to all nations
with sectors linked into them (Friedmann,

1991:84, emphasis in the original).

Simultancously, from the demand side, dis-
tinctive patterns of food consumption have
emerged which are related to income distribu-
tion and health concerns (Friedland, 1990).
Therefore, the food regimes identified by
Friedmann (1991) are changing.

Thus, it is obvious that industrial capital,
through appropriationism and substitionism,
is the driving force of capitalist development
in agriculture and in the globalization of agri-
culturally related activities. Clearly, these
forces shape the characteristics of agri-food
complexes and, to a lesser extent, the food re-
gime,

While firms might be the driving force
behind the processes identified above, this in
no way diminishes the importance of other
factors. On the contrary, it is impossible to
overlook nation-state intervention concerning
capitalist agricultural development or the spe-
cific influence of 1J.S. policy conceming the
spread of agri-food complexes.3? U.S. foreign
trade policies included aid programs such as
the Marshall plan after the second world war,
aid programs directed at Third World coun-
tries (e.g. Public Law 480 which has been ex-
amined by Morgan, 1979; Tubiana, 1989;
Berlan, 1991; and Kenney et al, 1991}, as well
as the use of political instruments to support
1J.S.-based interests in agriculture production
abroad, including political intervention in
foreign countries (e.g. the case of the United
Fruit Company and Guatemala).

94

International Journal of Sociology of Agriculture and Food { Revista Internacional de Soclologha sobre Agricullura ¥ Alimentos / Vol, 471994




THE FIRM AND THE STATE IN THE GLOBALIZATION PROCESS

TFC and Agriculture

As already mentioned TFC may either be
involved in all phases of agricultural commod-
ity chains, from production to the final con-
sumer, or it may be present only in some
phases. In most cases TFC is present up-
stream of production, providing inputs, such
as chemical fertilizers, pesticides and herbi-
cides, agriculture machinery, technical assis-
tance, high yield hybrid seeds, animal food:
and financing structural investments in irriga-
tion and drainage projects, or plantations.!
However. TFC can also be found downstream
from agriculture in processing facilities for
food and beverages,?? as well as in controlling
important marketing and distribution channels
for primary commodities (see the figures pro-
vided by Clairmonte and Cavanagh, 1983;
footmote 4).

Finally, TFC is also directly present in
some agriculture production activities but to a
much lesser degree. In conwrast to the over-
whelming presence of TFC in upstream and
downstream phases of agricultural commodity
chaing, most effective agriculture production is
in the hands of national private or public capi-
tal or non-capitalist forms of production. This
applies not only to the commodities produced
for internal markets but to those that have be-
come globalized, including cereal grains, oil
seeds, dairy production, beef, lamb, pork and
poultry, fruits and vegetables, wine and forest
production.

TFC is rarely directly interested in agricul-
ture production. In fact, even the large TNCs
tropical plantations have changed.33 However,
while TFC can still be found in tubber, palm
and banana plantations, it is present 10 a lesser
degree in coffee, cocoa, pineapple and tea
plantations as well as wine, fruits and vegeta-
bles, oil seeds, cotten, livestock and forest pro-
duction for lumber or cellulose. Thus it can be
assumed that it is mainly through its presence
in upstream and downstream phases of agri-

cultural production that TFC controls and in-
fluences the globalization process.

The evolution of global agricultural com-
modities has been uneven since World War 11,
because it has depended upon world demand.
Due to the success of industrial inpuls in
starting the agricultural technological tread-
mill and improving agriculture productivity,
since the 1970s production has been well
above world demand. Here demand is used in
the economic sense which refers not to the real
needs of the world's population but only that
which the world population can afford. Thus,
it has not been unusual that, following the
laws of capitalism, there is a tendency to ex-
tensify agricultural production, setting aside
agricultural land in the U.S., EC, and other
advanced societies.>* In fact, chemical fertil-
izers, pesticides, and herbicides are increas-
ingly under attack by environmentalists, and
there is pressure for more extensive forms of
preduction deriving from the conjunctural re-
sponse to the world demand situation, as well
as from those who now argue for a different
technical model of agriculture production, sus-
tainable agricolture.?® Tractors and mechani-
cal equipmemt are also affected by this ten-
dency toward extensification and sustainable
agriculture. Byé (1989}, for example, reports
on the stagnation of tractors and mechanical
equipment in Europe since the beginning of
the 1970s. These developments have provided
a push factor in which the largest TNCs in the
chemical sector have begun 10 relocate them-
selves to other locations in the commodity
chains, mainly through substitutionism, bet-
ting heavily on the development of biotechnol-
ogy (Busch et al, 1991),

Two upstream sectors relating to agricul-
ture have escaped the crisis. These include
seed producers such as Pioneer Hi-Bred,
DeKalb Agresearch, Lubrizol, Monsanto, and
Du Pont (Rastoin, 1989, 1991) and animal
food producers effectively controlled in large
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part by TNCs like ConAgra, Cargill, Ferruzzi,
Tyson, and BP Nutrition after its take-over of
Ralston-Purina  (se¢  Friedmann, 1991;
Heffernan and Constance, 1994; Rastoin,
1989). Downstream, TFC 1s especially impor-
tant in trading grains and oil seeds, and in
processing and trading beef, pork, and poultry
products  (Cargill,  ConAgra,  Tyson,
Mitsubishi, C. Itoh, Mitsui, Ajinomoto,
Nippon Meat Packers). TFC is also gaining
importance by increasingly establishing con-
tracts with producers (Heffeman and
Constance, 1994).

In conjunction with production changes,
there have been changes in the consumption
patterns of the high income strata of advanced
industrial socicties, producing an increased
demand for fresh fruits and vegetables in
which TFC has played an important role
(Friedland, 1990; 1991a). This involves coor-
dinating production on a world-wide basis to
guarantee a continuous (low of thesc products
every day of the year, providing technical as-
sistance to production which largely remains
in national hands, supplying marketing and
distribution channels, and, finally, increasing
involvement at the retail level. (Sec Wrigley,
1991) Marsden et al (1994:137) argue that
"after a decade of considerable growth in con-
centration and internal reorganization, the
European food retailing sector is likely to face
the need to reinforce its regulatory role over
the rest of the food system.”) The recent
emergence and development of centralized
purchasing by large retail chains connected
with large hypermarkets, which are much
larger than ordinary supermarkets, is giving
new shape to this downstream sector of agri-
culture production.

It must be stressed that the power of large
retailers not only affects the fruit and vegetable
sector but all foods. The Grenoble team led by
Byé, Mollard, and Mounier, found evidence
during the 1970s of the increasing power of

large retail chains exhibited through price re-
bates and by requiring agri-industries o pro-
duce non-branded products to be sold by these
retail chains under generic designations, More
recently the power of these newcomers was
demonstrated after Portugal became a member
of the EC, These large chains not only used
the strategies mentioned above but required
some agri-industries wanting access 1o these
hypermarkets to "donate” goods such as auto-
mobiles to be used for promotional activities.3’

Connor et al (1985:102) consider this phe-
nomenen the "countervailing power of food
distribution.” Perez (1989) argues that the
growing power of distribution has been a ma-
jor motive for the agri-food industry’s strategy
hased on the following features. First, firms
have increased concentration, i.e., trying to in-
crease their share of the market by increasing
production and by merging or taking over
other units. Secondly, firms arc developing
brand name policics which implies innovating
marketing techniques.

In brief, the development of TFC is
achieved through a highly competitive envi-
ronment strongly determined by the interna-
tional context of stagnant demand. These
broad tendencies of TFC involved with agri-
culture provide an introductory background to
extend and deepen the analysis of the globali-
zation process. In fact, once cstablished that
the unit of analysis is TFC, composed of TNCs
and TNBs, it becomes necessary to empirically
analyze both how TFC works and its relation-
ships with national labor and capital. and, es-
pecially, nation-states. Since most features of
the globalization process are so recent, little
empirical work of this nature exists.

Findings which concern older TNCs that
may already have been the subject of study
must be interpreted with the following in
mind. The strategies of TFC are dynamic and
thus can change in time and space. In addi-
tion, TNCs can change by abandoning certain
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activities and engaging in others. They can be
absorbed by other TNCs or can take over other
operations,33 In other words, since such situ-
ations are dynamically changing, any analysis
must he updated to fully appreciate the di-
mension of change. This is a large, ambitious,
and difficult research agenda since, unlike na-
uon-based analysis, access to information is so
difficult that it practically prevents any at-
tempts at quantitative analysis.>’

The Nation-state and TFC in Agricultural
Related Activities

One main feature of the recent tendencies
best illustrated by the term "merger mania” is
the increasing concentration of capital. 40
Although there is a large number of small
firms involved in the globalization of agricul-
tural or food products, relatively few, very
large conglomerates control most business in
sectors such as grains, animal feed, meat and
dairy, and processed food. Furthermore, agri-
culture and food presently represent only a
small part of the activity of these TNCs be-
cause of diversification strategies that were the
main force behind merger mania,*! which
were also fueled by deregulation policies
(Heffernan and Constance, 1994).

The increasing concentration of capital in
large conglomerates cannot be denied. They
not oly own a large number of operations in
different subsectors of the agri-food industry,
but also have connections (via joint ventuges)
with other firms located in many different
countries.*? Heffeman and Constance (1994)
argue that "the evidence supporicd the hy-
pothesis that a global agreffood complex is
being created by TNCs based on global sour-
cing of input sites and output markets." They
also argue that TNCs have a more global vi-
sion of food systemn coordination than any
given nation-state and are the active actors,
whereas the nation-states are much more pas-
sive 'receivers' of commoditics produced

through global production systems. It is the
ahility of the TNC to gather and utilize infor-
mation that gives it primacy as the global ac-
tor. Information dictates where different kinds
of production will occur and by whom.

Considering the conditions that shape
TFC/nation-state relationships, it will be use-
ful o esiablish a qualitative typology for fur-
ther analysis. Because of the difficulties of
gathering hard data and the existence of rela-
tvely few empirical studies of firms, this typo-
logy can only represent a first methodological
attempt, which will require further refinement,

Let us conceptualize TFC/nation-state re-
lations in a four-fold table or matrix (see
Figure 1).> On the part of the TFC, the key
elements are its ability to either adapt o the
regulations of the nation-state (cells A and C)
or impase its will on the nation-state (cells B
and D), As for the nation-state, it can either
facilitate the activity of TFC (cells A and B).
or regulate and control the TNC (cells C and
D).

This fourfold table must be understood as
reflecting only one moment in a dynamic situ-
ation, That is, at a particular moment, the re-
lations between a TNC and a host nation-state
could be similar to situation C, but could
evolve to conditions similar to A, B, or D.

The D case, which illustrates the case be-
tween a more regulating host nation-state and
a mare imposing TNC, is unstable and will
probably continue for only relatively short pe-
riods of time, That is, the TNC will either ac-
cept the regulatory power of the host nation-
state, tending to sitvation C, or prefer to leave
the country or choosc not o invest there. In
addition, the host nation-state could opt lo na-
tionalize the TNC's operations. This does not
consider the rare situation where nation-states
simply do not want contact with TNCs, or, the
more common case where TNCs do not want
to risk instailing opcrations in a particular
country.
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Using this typology of the relationships be-
tween nation-states and TNCs, future research
could focus on finding empirical cases that can
be fitted into this matrix, If it is possible o
include a significant number of countries and
TNCs in the table, the empirical evidence
could be helpful to test theories of the state and
theories about the impact of TNCs on host
countries,

However, one important methodological
question remains, What is the dividing line be-
tween a nation-state acting more like a regula-
tor than as a facilitator of TFC requirements?
And what can be classified as more adapting
or mere imposing behavior on the part of a

line. This minimum comunon denominator,
however, can best be established empirically;
only empirical observation can determine
whether a TNC is imposing its requirements
on a nation-state and resisting its legitimate
(i.e. those in accord with the constitutional
laws of the host-couniry) regulatory systems,
or if a nation-state is acting more as a facilita-
tor than as a regulator.*’

It is much easier to obtain information on
nation-states than from TNCs; however, busi-
ness magazines periodically establish lists of
countries ranked by their attractiveness to
TEC, thereby providing a qualitative indicator
of capital's view ol particular nation-states.

TN(CH

+ Adapting + Imposing
Nation - + Facilitator A R o
State + Regulator C
Figure 1.

TNC? Furthermore, what are the implications
of the same regulatory measures if installed by
the U.S. or the government of Malta, when
confronting a major TNC such as BP?

It is impossible to establish the dividing
line with any precision. Neither nation-states
nor TNCs have rigid positions but behave
along a continuum, ranging from some degree
of rigid regulatory positions to more facilitat-
ing ones for nation-states and from more im-
posing to more adapting behaviors for TNCs,
In other words, TFC and nation-stales estab-
lish dialectical and dynamic relationships,
However, even without a precise dividing line
there has to be a minimom common denomi-
nator that allows placement of nation-states or
TNCs on one or the other side of this dividing

Such reports can help us understand the posi-
tion of TNCs when dealing with particular
states.,

Let us now turn to illustrating how the ty-
pology depicted in Figure 1 might be used. We
will use three empirical cases involving
Portugatl as the host country and three different
TNCs, all of which are working in the agri-
food sector there; one deals with dairy produc-
tion, the second with cellulose, and the third
with the production of fresh fruits and vegeta-
bles. We will also use case material from the
literature.

Nestlé has been linked to dairy production
in Portugal since the 1930s. During these six
decades its relationship with the Portuguese
state has had its ups and downs, deriving both
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from different Nestlé strategies and from
changes in the Portuguese nation-state (the
most important of which was the fall of the
dictatorship after the 1974 revolution).

Nestlé's presence in Portugal is a story of
adaptation (0 changing state dairy policies.®
During the 1940s, the dairy industry was a
private industry but was granted monopsonic
sourcing power in established areas of influ-
ence. In the 195()s, this power was taken away
and, in certain areas, the corporative organi-
zation was given charge of collecting opera-
tions and subsequent distribution of raw milk
i the private dairy industry or to publicly
owned pasteurizing facilities which supplied
the main population centers with milk. At the
end of the 196(s, this "corporatization” of the
first segment of the milk chain was extended
to the most important dairy areas of the coun-
try through a package of legislative measures
that separated the private dairy industry from
contact with dairy producers. That is, the cor-
porative organization was assigned monop-
sonic power for collecting raw milk. After the
1974 revolution the corporative organization
was dismantled and the cooperative organiza-
tions captured this privilege; besides providing
almost all of the supply of liquid milk, the co-
operatives also competed with private industry
for other dairy products, mainly butter and
cheese. Finally, after Portugal joined the EC in
1986, this monopsony on collecting raw milk
was legally abandoned.

Through this long period of change,
Nestlé, even though a very powerful TNC,
adapted to the regulatory processes of the
Portuguese nation-state as long as the regula-
ticns did not affect the TNC's overall opera-
tions. Had Nestlé been considering investment
in Portugal when some of these changes oc-
curred, Nestlé might have behaved differently.
What really matters is that, since Portuguese
regulations did not endanger Nestlé, it did not
object to changing regulations.*” This example

iltustrates a long rclationship between the
Portuguese state and Nestlé which can placed
in cell C of the matrix in Figurc 1; here the
nation-state acts as a regulator and the TNC
adapts to the regulatory impositions of the na-
tion-state even while wying to influence the
oulcomes,

The second cxample began in the 1960s
when  foreign  capital (Scandinavian and
British) joined Portuguese capital in choosing
the country to produce cellulose. The two
outside TNCs were taking advantage of an at-
tempt by Portuguese authoritics to open the
economy to foreign capital, mainly from coun-
tries belonging to the Euwropcan Free Trade
Agreement (EFTA).*® In addition, Portugal
offered a very good climate for these TNCs o
invest. It had an important forestry base due to
reforestation policics initiated in the 1930s,
and excellent climatic conditions to rapidly
grow pine varieties and especially eucalyptus
(in which a ficld is ready w cut after 8-9
years). There was also a cheap labor force
available, with the dictatorship repressing any
kind of labor swruggles in the 1960s.
Furthermore, the TNCs could have access to
internal sources of capital.

Contrary to the Nestlé case, the cellulose
TNCs did not have to adapt to a high level of
regulatory constraint. The result was a very
rapid expansion of planting, involving TNC
owned and rented land, and private plantations
being brought under contract to the TNCs.
This movement was fueled by government
policies making investments in forestry very
attractive. This trend was so substantial that
cellulose exports become onc of the most im-
portant itlems in Portugal's balance of pay-
ments.

Only after environmental and other grass-
root movements -- concermned with the envi-
ronment (cellulose production is a major
source of pollution) and the socio-economic
impact of a monocultural forestry system --
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began to question the explosion of planting
were the first significant regulatory measures
adopted. The pace of planting also slowed;
however, this was doe mostly to an interna-
tional market crisis in the sector, in addition 10
the opposition movements.

The cellulose example shows the nation-
state acting in the role of facilitator. Even
when environmental and grass-roots move-
ments began © grow, the government was al-
ways careful not to harm the cellulose indus-
try.*® And, even when regulatory measures
were enforced, the lack of expertise and labo-
ratory facilities necessary (o ¢valuate environ-
mental damage gave the TNCs a good basis
for legal challenge, Recently, a court decision
acquitted the Scandinavian TNC from paying
a fine on the grounds that a sole analysis and
the method used by the official laboratory was
not appropriate (see Expresse, May 22, 1993).
This example can be placed in cell B in the
matrix in Figure 1, even if the TNCs have
more recently been moving toward cell A
while the nation-state has been initiating
moves towards cell C.

The third example is more recent, taking
place after the Portuguesc economy was
opened to the 12 EC member countries accord-
ing to the requirements of Portugal's 1986 en-
try into the EC, A French firm decided 1o in-
vest in southern Portugal o produce fruit and
vegetables for export to northern European
countries. Production would take advantage of
the climatic conditions to obtain high prices
for early season produce. The development
took advantage of an irrigation system pro-
vided by the state as well as the abundant and
underemployed laber force in the neighbor-
hood willing 10 be employed at Portuguese ag-
rcultural wage levels, largely below the
European average,

The French firm also took advantage of
substantial loans and grants to help Portuguese
agriculture modemize, managing to obtain

considerable financial incentives from EC
sources with the agreement of the Portuguese
authorities. This example fits cell B of our ty-
pology. Another example in the industrial arca
which follows this pattern is the joint project
of Ford/Volkswagen to manufacture vans or
minivans in Portugal, an undertaking which
received about 750 million ECU mainly from
EC incentives.>?

Examples that fit well in cell A can be
found in the {iterature concerning Singapore
or the Export Promotion Zones where "TNC
affiliates in the protected offshore sites indeed
enjoy a modern form of colonial trading
privileges” {(Gordon, 1988:57). This occurs
when peripheral states, to attract foreign capi-
tal, voluntarily adopt a system of rules and
agreements extremely favorable to TNCs.
Therehy TNCs do not need to impose any par-
ticular measures, in a process that Schaeffer
(1993) designates "indifferent imperialism.”1

Conclusions

The overview of TNCs and TNBs and the
consideration of the dynamic of the dialectical
relations between TFC and the nation-state
provides clear evidence that the world econ-
omy of the last three decades of the 20th cen-
tury has seen a shift toward globalization,
This global shift raises new theoretical ques-
tions about the nature of the state as well as
about the prerogatives and imperatives of state
action in an era of transnational capitalism,

More specifically, the growth of intema-
tional trade and the rapid intermnationalization
of increasingly higher volumes of financial
flows has been accompanicd by substantial
changes in the internal structures of firms
looking for new strategies based in higher
levels of flexibility and mobility in a highly
competitive context. All these developments
have increased the ability of TFC 1o escape
regulation by nation-states; indeed, it has been
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noted that historical prerogatives of the nation-
state like the creation of money (Burodollars)
has also been assumed by supranational enti-
tics likc TNBs escaping the control of the U.S.
Federal Rescrve, 52

At the agri-food level, globalization means
that global sourcing of raw materials has be-
come increasingly important to agn-food in-
dustries as well as final products like exotic
produce or [resh fruits and vegetables to sell
out-of-season in rich markets. This phenom-
ena implies an extremely sophisticated process
of coordination, involving time and space,
which constitutes one of the main feamres of
the globalization process.

On the other hand, through a highly com-
petitive process involving mergers, take-overs
and simple acquisitions by TNCs, agri-food
and agri-industrial capital is concentrating
capital in a few corporations doing large vol-
umes of business. Thus, TNCs are becoming
increasingly important in promoting homoge-
neity not only of consumption patterns but also
of technical procedures and input use at the
levels of agricultural production and distribu-
tion.

The increasing power and flexibility of
TNCs dealing with these products also indi-
cates that nation-states are losing degrees of
freedom in the establishment of national agri-
food policies. Thus it is not strange that the
increasing importance of TFC in shaping pro-
duction and consumption patterns, besides the
exigency of incredible efforts of coordination,
demands the establishment of certain stan-
dardization of units of measure, standards, and
controls, In the process, it is assuming nation-
statec prerogatives (other than the suprana-
tional creation of money like the retailer
regnlation described by Marsden in this vol-
ume) and suggesting the emergence of a tran-
snational state (Friedland, 1991b),

Notes

1. This paper is a resuit of research conducted
at the University of California, Santa Cruz which
has been financed by the INVOTAN program of
schalarships and by the Luso American Foundation
for Development (FLAD). T wish to thank William
Friedland for his comments and efforts to improve
my English.

2. From 1950 to 1990 world exports have
grown from 60,700 to 3,415,300 million US dol-
lazs. Using the volume index of expors
(1980=100), between 1960 and 1990 the developed
market econromies grew from 24 to 153 while de-
veloping econemies had a slower growth from 45 to
138, These figures do not show the uneven growth
among developing countries (United Nations,
1991).

3. TNCs are something different from MNEs.
The latter is used to describe an enterprise with
multidomestic or nationally responsive strategies
while the former concerns enterprises which de-
velop globally integrated competitive strategies,
seeking not only economies of scale in production
but alse economses of scope and coordination
{Dicken, 1992:143-144; see also Bonanno, 1994).

4. For instance, in 1980, TNCs controlled be-
tween 80 and 90 percent of the marketing channels
in wheat, coffee, corn, cocoa, pineapples, forest
preducts, cotton, tobacco, jute, bauxite, copper and
wron ore, and around 70-80 percent of tea, bananas,
natural rubber, crude petroleum, and tin
{Clairmonte and Cavanagh, 1983:456). Even more
telling, six Japanese companies (the largest Sogo
Shosha) accounted for 4 percent of world trade, ac-
cording to Yoshino and Lipson quoted by Jussaume
(1994).

5. "Daily foreign exchange flows amount to
around one triflion dollars and far outweigh the
sums employed for international purchase of goods
and services or investmenis in overseas plants.
Indeed, by the late 1980s more than 90 percent of
this trading in the world's foreign exchange was un-
related to trade or capital investment” (Kennedy,
1993:51, emphasis in the original).

6. As Levitt (1991:187) put it, "[technology]
has proletarianized communication, transport, and
travel. It has made isolated places and impover-
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ished peoples eager for modemity's allurements.
Almost everyone everywhere wants all the things
they have heard about, seen, or experienced via the
new technologies.”

7. Fonte (1991). concerned with symbolic as-
pects of food, refers to the need to overcome the
differentiation between socioeconomic and socioan-
thropologic analysis.

8. One important feature of this development is
the demographic explosion in the poorer parts of
the world and the demographic stabilization or de-
cline in the richest {Kennedy, 1993:21-46).

9. McMichael and Myhre (1991:99) stress that
"... there is a growing tendency for the state to act
more as a facilitator of the requirements of global
capital...." Indeed, in a process known as "uneven
bargaining power” (Reich, 1991: 295-298) TNCs
pit nation-states or regions against one another in
order to attract new plants to their territories.

A Mexican case siudy about the shift toward
export-oriented production of melons and water-
melons provides a good illustration of ideological,
cultural and religious forces.

A dramatic transformation of the local view of
nature occurred, bringing about a shift from be-
haviours that value rain, the soil, and clean
water to a fetishim of these 'green’ crop com-
modities. This  process  stimulated  the
'manufacture’ of local meanings such as the re-
gional celebration of the melon and the yearly
masses to worship watermelon. (Arce and
Marsden, 1992)

10. Muslim fundamentalism is not the sole ex-
ample. Even in such a bastion of TNCs as Japan, it
is well known that ideological and cultural features
of the Japanese people make difficult the accep-
tance of a large number of foreign commodities.

At another level, Whatmore {forthcoming) re-
minds us that one of the criticisms of the globaliza-
tion literature "concerns the failure 10 adequately
theorise the spatiality of globalization as a socially
contested, rather than logical, process.”

11. As Schumpeter (1952:110} put it

Was not the observed performance {of capitalist
achievement] due to that stream of inventions
that revolutionized the technique of production

rather than to the businessman's hunt for prof-
its? The answer is in the negative. The carrying
effect of those technological novelties was of
the essence of that hunt. And even the inventing
itself, ...was a function of the capitalist process
which is responsible for the mental habits that
will produce invention, It is therefore quite
wrong - and also un-Marxian - to say, as so
many economists do, that capitalist enterprise
was one, and technological progress a second,
distinct factor in the cbserved development of
output; they were essentially one and the same
thing or, as we may also put it, the former was
the propelling force of the latter.

12. An excellent example which illustrates this
need is the analysis of Detroit automakers by Ross
and Trachte (1990), who recognize the validity of
the approach of Baran, Sweezy and (YConnor,
based on the monopoly theary, through 1970,

But through the 1970s and 1980s the global
auto industry and its Detroit center were restruc-
tured. One part of this process was broadly antici-
pated by all models of modem capitalism - the
drastic substitution of machines for labor. But one
of the central aspects of the global restructuring of
the auto industry - the widespread practice of global
sourcing and the employment of low cost, low -
wage export platforms - was new. {Ross and
Trachte, 1990:118)

13. According to this paradigm (Dunning
1988:26), a firm will engage in foreign value-add-
ing activities if and when the following conditions
are satisfied:

{1] It possesses net ownership-specific (0}
advantages vis-a-vis firms of other nationalities
in serving particular markets.

[2] Assuming condition (1) is satisfied, i
must be more beneficial to the enterprisc pos-
sessing these advantages to use them (or their
output) itself rather than to sell or lease them to
foreign firms: this it does through an extension
of its existing valve added chains or the adding
of new ones. These advantages are called inter-
nalization (/) advantages.

{3] Assuming conditions (1) and (2} are
satisfied, it must be in the global interests of
the enterprise to utilize these advantages in
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conjunction with at least some factor inputs
tincluding natural resources) outside its home
counlry; otherwise foreign markets would be
served entirely by exports and domestic markets
by domestic production. These advantages are
termed the locational (L) advantages of coun-
tries.

14. Centralization is, in Marx's terms, the
"cuncentration of capitals already formed ... trans-
formation of many small into few large capitals”
{Andreff, 1984).

15, "Competition leads to the centralization of
capital which in turn remakes competition on a
larger scale: in capitalism today, this scale is world-
wide from the very outset, in tune with transnatio-
nal finance capital itself” (Andreff, 1984:77-78; see
also Andreff, 1982).

16. Understood as

structuring of capital in manuofacturing, com-
merce, and banking such that there are rela-
tively few obstacles to its free movement from
one sector o another. Finance capital involves
the existence of an extensive intercorporate
network of capital, commercial, and personal
relations in which an inner circle of finance
capitalists 1s the embodiment of this network of
intercorporate relations ... (Scott 1985:260).

17. Klemkosky {1989} demonstrates the in-
creasing importance of other financial institutions
vis-3-vis commercial banks in the US. He lists 13
major institutions in 1988 in a decreasing order of
importance: private pension funds, savings and
loans, life insurance companies, muotval funds, fi-
nance companies, property bability companies,
municipal bond funds, mutual saving banks, credit
unions, money market funds, mortgage banks, and
foundations and endowments. From 1980 1o 1988
commercial banks and saving and loans saw a sig-
nificant reduction in their share of the total finan-
cial system while the share of private pension
funds, mutual funds, and municipal bonds in-
creased.

18. Aglietta (1992:61) considesrs the increasing
power of investment financial imstitutions
(investisseurs institutionnels) as the most important
financial change.

19. In preparation for the European single mar-
ket “... some 400 banks and finance firms across
Europe have merged, taken shares in one another,
or cooked up joint marketing ventures to scll
stocks, mutual funds, insurance, and other financial
instruments.” (Reimer et al, 1988, as cited in
Resnick, 19893:35)

200 "... in 1987, Bankers Trust earned 3593
mittion from currency trading, Citicorp earned $453
million, and Chase Manhattan showed $232 mil-
lion..." (Resnick, 1989:40).

21. Creation (or destruction) of money accord-
ing to Nobel Prize winner Maurice Allais (1993) is
one of the main reasons for instability in financial
systems.

22. First, Maizels is concerned only with pri-
mary commadity markets; second, his approach is
focused on relations between TNCs and Third
Warld countries; third, the role of TNBs is not
considered; fourth, his framework applies to very
large TNCs investing heavily in production facili-
ties and does not consider other, more flexible,
TNCs of the web type; finally, Maizel's analysis fo-
cuses on the bargaining power of TNCs and gov-
eraments.

23. Country-specific characteristics are also
evident at the financial level. In fact, as Thurow
(1992:43) stresses:

There alsc is a major mystery in the world's
capital markets. Among major countries where
there was no country risk, the predicted equali-
zahon of capital costs did not occur in the
1980's, despite the existence of what everyone
took to be a world capital market. Contrary to
what theory would have predicted, local savings
rates and local investments were highly corre-
lated -- high local savings led to high local in-
vestments.

Country-specific benefits include the concept of
competitive advantage of nations (Porter, 1991) or
the idea of entrepreneurial culture as a country
specific advantage (Casson referenced in Dunning,
1990}, "I believe that 11 is the dynamic interplay be-
tween the competitive advantages of countries and
the activities of international firms which is likely
e be the focus of much of the theoretical work on
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foreign production over the next decade” (Dunning,
1950:28).

24. There are various examples of barriers to
foreign competition being imposed through dis-
guised technical sanitary regulations. For instance,
some time after the British joined the EEC, Britain
avoided importing French dairy products although
this strategy was ultimately defeated by EEC
authorities. Similarly Cruz et al. (1991) report on
the enforcement of U.S. sanitary controls on
Mexican fruits and vegetables during the seascns
when these imports hurt U.S. producers.

25. Appropriationism expresses

the transformation of discrete activities into
sectors of agri-industrial accumulation and their
reincorporation into agriculture as produced in-
puts.... [That is,] within changing limits given
by technical progress, industrial capitals have
taken over discrete elements of the rural labor
and production processes -- the horse by the
tractor, manure by synthetic chemicals, indige-
nous plant varieties by commercial hybnds ...
Historically, appropriationism explains the ori-
gins of the agri-industrial inputs sector or
‘complex’, represented by such capitals as
International Harvester, BASF, Pioneer Hi-
Bred, and ICT (Goodman, 1991:40, emphasis in
the original).

26. More recently, U.S. Agricultural Secretary
John Block argued that:

The push by some developing couniries to be-
come more self-sufficient in food may be remi-
niscent of a bygone era. These countries could
save money by importing more food from the
United States .... [Tlhe 1.5. has used the World
Bank to back up this policy, going so far as
making the dismantling of farmer support pro-
grammes a condition for loans, as in the case of
Moroceo's support for their domestic cereal
producers. (Ritchie, 1987:5 cited by Schaeffer,
1993).

27. Examples include synthetic fiber for natural
fiber; chemical dyes replacing indigo production;
industrial sweeteners from cereal processing or

chemical synthesis substituting for sugar; margarine
substituting for butter, or

. the recent expansion of ‘fabricated foods'
based on new separation techniques of product
fractioning ... [that] ... break field crops down
into  generic  intermediate food ingredients
{carbohydrates, proteins, fats) for use in down-
stream food manufacturing ... this recent ten-
dency for substitutionism has had an important
effect in undermining long-established agri-
food chains. (Goodman, 1991: 38-39),

28. A good example is the use of cassava and
citrus pulp {left over after citrus juice processing)
as a substitute for grains in animal food. This ar-
gument, however, must be nvanced. In fact, the
failure of Single Cell Proteins to penetrate the ma-
jor food and feed markets 13 not due simple o non-
competitive costs as Byé and Mounjer (1984,
quoted by Goodman ct al, 1987:141) argue. Also at
work 15 the "institutionalized drag” of existing food
producers who have vested interest in maintaining
existing food production processes.

29. As we have seen above, one of the charac-
teristics of the new web firm is the ponmary place
given to global sourcing and sub-contracting. In ag-
riculture this movement corresponds to the increas-
ing importance of preduction under contract (see
Heffernan and Constance, 1994; and Cook, 1994),

30. State intervention in agriculture is a com-
mon characteristic shared by all nation-states. In
particular, there is R&D, extension programs, and
diverse policies providing incentives to capitalist
development, as well as repression of workers
movements or peasants struggling to end latifundist
systems.

31. Examples abound in the well-known names
of Bayer, BASF, BP, Hoescht, Du Poat, Monsanto,
Pioneer Hi-Bred, Ciba-Geigy, Sandoz, ICI, Rhine-
Poulenc, John Deere, International Harvester, Fiat,
Renault, Caterpiller, etc. (Heffeman and
Constance, 1994}, as well as the financing of agri-
cultural development projects by the World Bank or
TNBs .

32. Nestlé, Philip Morris, Unilever, ConAgra,
Kirin Brewery. RIR Nabisco, [BP, Anheuser-
Busch, PepsiCo and Coca-Cola are the ten most
important downstream processors, according  to
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Heffernan and Conslance (1994); see also Rastoin
and Allaya (1990}, who based their analysis on
other criteria, and provided a different ranking.

33 As Llambi says:

... [Tlhe transnational corporations developed a
new strategy aimed to concentrate capital in the
final links of the agri-industrial chain, and to
increase vertical integration through various
forms of contract  arrangements  with
independent’ growers and central processing
and distribution vnits... The provision of credit
to planters, the introduction of productive tec-
hnical packages and an oligopolistic control of
both the domestic and internatioma! markets
provide these corporations with greaf leverage
to control the productive and exchange condi-
tions within exporting countries. (Llambi, 1994;
sec also Girvan, 1987).

34. Extensification pursues less output per acre
of land and per hour with less use of chemicals in-
puts and with less vse of mactors and mechanical
equipment.

35. According to Rastoin (1989:82), in 1988 the
world market in pesticides had, for the first time, a
regression (-1.2%). He considers the tendencies
will be to decrease the use of insecticides and in-
crease the use of herbicides in addition to more re-
cent products such as nematicides and plant growth
regulators.

36. The standardization of varieties and quality
patterns tequired by these centralized purchasers
has important effects on traditional local production
of fruit and vegetables, thus coniributing to globali-
zation through the increasing use of global sources
{Moreira, 1991}.

37. These practices were reported in the press
and were also confirmed by a dairy industry source.

38. Hoffman refers to this "merger mania” as
an "avalanche of mergers” that "no one knows
where it will end, and no end is in sight." He adds,

As if merper mania in the domestic economy
were not enough, there has been a virtval inva-
sion of foreign investment in the U.S. food
manufacturing industry, especially in the last
decade ... such acquisitions exceed those made
by foreign multinational corporations in most

other areas of U. S. manufactuning. Likewise,
U.S. food companies have larger foreign hold-
ings than are found in all manufacturing. These
developments are internationalizing foed manu-
facturing despite the relatively small volume of
internaticnal trade in processed food products.
{Hoffman, 1983: xvii}

39. Heffernan and Constance (1994) stress that
"{f]irst, reliable information on market shares by
country was scarce and /ot unavailable. Second, re-
liable and systematic information about the activity
of the agribusiness TNCs was scarce or unavail-
able." (See also Morgan, 1979). We can add that
bank secrecy is so well established that TNBs in-
fluence is evermore difficult to evaluate.

40, Perez and Oncuoglu (1990) found 1n the
two- year period from 1987-89 that 1576 structural
adjustment operations (aperations structurelles)
took place in the 125 leading firms in the world in-
cluded in the AGRODATA data base. Structural
adjustment operations are any major factor that
significantly changes the structure of a firm or
group. This change can be juridical, financial, tech-
nological, commercial or organizational.

41. Hoffman (1983: xviii) distinguishes earlier
merger movemnents in the food indusiry made for
operating reasons:

... horizontal mergers o achieve economies of
scale and national distribution; product-exten-
sion acquisitions to broaden product lines and
at times market power; vertical mergers to re-
duce costs and gain greater functional depts.
But operating efficiencies can hardly be
claimed for most of the recently formed con-
glomerates in the food field.

42, Heffernan and Constance (1994) refer to
joint ventures involving Russia, Eastern Europe,
and the People's Republic of China, the U.S., EEC
countries, Canada, Argentina, Australia, Mexico,
Brazil , Thailand, Malaysia, South Korea, Taiwan,
Philippines, and others.

43, I want to thank Bill Friedland for this sug-
gestion.

44. In this typology we did not consider TNBs
explicitly for two reasons: {1) if a TNB initiates
operations in a country it should be considered a
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special form of a TNC; (2) at the same time, TNB
power can exist without any formal branch in host
country. This is an invisible power, since it can be
expressed either in speculative movements, or
through exerting influence inside financial net-
works that can create a negative business image for
a country which does not fulfill TFC requirements.
Thomas Grennes (1990) provides a useful analysis
of the links between financial markets and world
agriculture, and Gary Green (1988) focuses espe-
cially on credit.

45. This implies not only knowing the regula-
tory laws of the host country concerning TNC activ-
ity but also determining if these laws are enforced
or ignored.

446, For an overview of state intervention on
Portuguese dairy sector see Moreira (1984, 1989).

47. When the 1960s legislative packapge was
under discussion, Nestlé was the first important
private industry to accept it, thereby brealung soli-
darity with other private industries, which strongly
opposed the package. It is also interesting to note
that one of the most influential people involved in
the negotiations setting up the package was subse-
quently employed by Nestlé.

48. This was a periad in which Portugal had
begun its colonial wars but was politically isolated
in infernational forums such as the U.N.

49. After 1974 the Portuguese capital firms
were nationalized.

50. The magmitude of these subsidies resulted
in an appeal by the French construction firm,
Matra, that was rejected by the E.C. Court of
Tustice.

51. As Schaeffer (1993:29) points out:

They do so not because powerful states compel
them by force, but because they will be ex-
cluded from global capitalist commodity chains
if they do not. And today, failure to participate
means economic marginalization and ruin, not
just for the poor, who have always been treated
in this fashion by capitalism, but for middle
class and ruling strata as well, as is the case in
much of Africa today.

52. Sce also in this volume Schaeffer’s illustra-
tion of the devolution of power 1o supranational or-
ganizations.
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