
Part I

Introduction





The exchange of goods and services has been central to the history of 
human development. However, interpretations of trade have varied 
from the belief in such exchange as a source of economic well-being 
and cultural enlightenment to a far more negative focus on the 
exploitation and violence which often accompanied such economic 
change. For instance, trade underpinned the global expansion of 
the great European empires of Spain, Portugal, France and Britain 
from the 1500s through the 1800s and assisted the flourishing 
of the European Renaissance and the culture and wealth which 
accompanied the birth of modern civilisation [9, 41]. From the 
European perspective, trade was often viewed through a romantic 
vision of heroic adventure and the triumph of man over nature. 
However, trade was also linked to the genocide and destruction of 
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whole civilisations in the newly colonised worlds of the Americas, 
Africa and Australasia. Our conceptual understanding of trade has 
been similarly bifurcated—torn between the rarefied, functional 
thinking of economic theory in which comparative advantage and 
gains from trade are promoted [45, 48] and the more critical insights 
of sociologists and political economists studying the real-world 
consequences of trade in the developing and developed worlds [8, 
40].
 In this introductory chapter, I trace the origins and broader 
context of trade within capitalist society before focusing on the 
contemporary dynamics of trade in a globalised world. We are 
currently living in an era of unprecedented social and environmental 
crisis. Global trade and the neoliberal economic system which 
underpins it are driving our civilisation towards an abyss we may 
be unable to avoid. Growing income inequality and environmental 
threats such as climate change and biodiversity loss threaten our 
future. We badly need more detailed analysis and understanding of 
the true costs and benefits of global trade if we are to enact political 
strategies which respond to the existential challenges we will face 
this century. This is what this book seeks to do.

1.1 Origins: Trade and Global Capitalism

Trade has underpinned the development of human civilisation 
from its earliest days. From the exchange of flint and obsidian in 
prehistoric times to the emergence of trade routes in the ancient 
civilisations of Egypt, Sumer, China, Greece and Rome and to the 
colonial expansion of the Portuguese, Spanish, French and British 
empires from the sixteenth to nineteenth centuries, trade has been a 
central driver of economic and social development. While some have 
claimed that profit-oriented entrepreneurship has been a feature of 
trade from its earliest days [25], others have critiqued such a view, 
arguing that a range of exchange systems operate beyond market 
relations embedded within social, cultural and religious institutions 
[36, 43].
 During the Industrial Revolution in Britain in the eighteenth 
and nineteenth centuries, trade became central to theoretical 
understandings of economic prosperity. The classical economists 
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Adam Smith [48] and David Ricardo [45] developed what came to 
be known as the free trade doctrine, which argued that each country 
has a comparative advantage in particular exports based on its 
geographical position, access to resources and internal capabilities. 
Through specialisation in these areas, it was argued, each nation 
achieves gains from trade. Under the free trade view, the greatest 
economic advantage in terms of increased consumption and income 
accrued to nations which reduced national barriers to trade and 
maximised their particular areas of comparative advantage [15].
 Despite the widely accepted view that free trade underpinned 
economic success, historical research suggests this is something of a 
misnomer. For instance, Chang [10] convincingly argues that Britain 
and the United States (and many other countries) relied heavily on 
aggressive tariff protection in their early industrialisation as a way 
of building new capacities within infant industries. For instance, 
despite a of British laissez-faire industrial development, from 1720 
to the 1840s the British government aggressively supported local 
manufacturers through cuts to import duties on raw materials, 
the abolition of export duties, subsidies for British-manufactured 
products and increasing duties on imported manufactured goods. 
Similarly, in the United States from 1816 to the end of the Second 
World War, high levels of tariff protection for manufactured imports 
combined with the natural protection of significant transport costs 
made US industries among the most protected in the world.
In both the United Kingdom and the United States, it was not until 
each country had reached a position of global industrial supremacy 
(in Britain’s case from 1860 to 1930 and in the United States after 
1945) that their governments then switched to aggressive advocacy 
for global free trade. As nineteenth-century German economist 
Friedrich List argued, advocacy for free trade by economically 
superior nations was simply a self-serving political strategy aimed 
at maintaining economic dominance [10]:

It is a very common clever device that when anyone has attained the 
summit of greatness, he kicks away the ladder by which he has climbed 
up, in order to deprive others of the means of climbing up after him. In 
this lies the secret of the cosmopolitical doctrine of Adam Smith, and of 
the cosmopolitical tendencies of his great contemporary William Pitt, 
and of all his successors in the British Government administrations. 
(p. 4)

Origins
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 From this perspective, advocacy for free trade takes on an 
altogether different character, in which developed nations promote 
market liberalisation as a way of maintaining economic dominance, 
while opening up new markets for raw materials and cheap labour 
in newly industrialising economies. Indeed, the rise of the Asian 
‘tiger’ economies of Japan, Korea, Taiwan and most recently China 
during the 1970s, 1980s and 1990s occurred along the very same 
path which earlier Western economies pursued: tariff protection, 
a strongly interventionist state, limitations on foreign investment, 
export subsidies, cartel arrangements, R&D support and public-
private cooperation [2, 10].

1.2 Neoliberalism and the Washington 
Consensus

The benefits of free trade have often been asserted as an established 
economic truth, although they have also been subject to political 
opposition. In designing the post-war financial system, the United 
States and other Allied nations through the Bretton Woods 
agreement envisaged a world in which free trade would unleash 
economic growth and development. The creation of the General 
Agreement on Tariffs and Trade (GATT) in 1947 explicitly enunciated 
a free trade ethos in which markets were preferred to regulation, 
the theory of comparative advantage and gains from trade was re-
emphasised and trade liberalisation was seen as the best way to 
generate economic growth and development for all [14]. While slow 
to be practically implemented by nation states during the post-war 
decades, over the last 30 years the pace of trade liberalisation has 
increased significantly, evident in the formation of the World Trade 
Organization (WTO) in 1995 following the 1986–1993 Uruguay 
round of GATT negotiations.
 The growing acceptance of trade liberalisation coincided with 
the increasing globalisation of economic activities, the emergence of 
new markets and the growing power of multinational corporations 
(MNCs) [7, 20]. This process has been facilitated not only by new 
information technologies but more importantly by the rise to 
dominance of a philosophy of economic thinking in which market 
forces and the power of global corporations have been given free rein. 
The starting point for this process was the rise of neoconservative 
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governments in the United Kingdom (with the election of Prime 
Minister Margaret Thatcher in 1979) and the United States (with 
the election of President Ronald Reagan in 1980), which marked the 
end of the post–Second World War Keynesian consensus and the 
emergence of what has come to be termed ‘neoliberalism’. As Harvey 
[23] has argued:

Neoliberalism is in the first instance a theory of political economic 
practices which proposes that human well-being can best be advanced 
by liberating individual entrepreneurial freedoms and private property 
rights, free markets and free trade. The role of the state is to create and 
preserve an institutional framework appropriate to such practices. (p. 
2)

 With the collapse of Eastern Bloc communist regimes in late 
1989, free-market capitalism was seen as victorious in the battle 
of political ideas, what some free-market advocates claimed was 
‘the end of history’ [18]. Neoliberal economic transformation 
now spread widely around the world, at the behest of Western 
governments, MNCs, free-market think tanks and management 
consultancies [30, 37]. In practice, neoliberalism has involved the 
deregulation of financial and labour markets, the privatisation of 
many government activities, and the withdrawal of the state from 
areas such as education, health, and social services [23, 29]. At the 
same time the state’s role has increased in areas such as military 
spending, law enforcement and legal functions in order to bolster 
private property rights and the power of corporations in the new 
market society [5, 19, 47].
 Moreover, this model of economic development has been globally 
disseminated by the International Monetary Fund (IMF) and the 
World Bank, as well as within various bilateral and multilateral trade 
agreements such as the North American Free Trade Agreement 
(NAFTA). For developing economies seeking financial support, 
a key part of any loan typically includes the neoliberal recipe of 
domestic economic reform, including privatisation and market 
liberalisation. As critics have noted, neoliberalism has become the 
hegemonic mode of discourse in contemporary capitalist society. 
The logic of the market has become ingrained within politics, the 
media and educational institutions and now shapes how the world 
is interpreted, lived and understood [23, 33].

Neoliberalism and the Washington Consensus
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1.3 The Free Trade Agenda: Implications for 
Social Well-Being

The globalisation of trade has been underpinned by the rise of the 
large MNC as the dominant agent of global economic activity [4]. 
Business corporations represent around 40% of the world’s largest 
economic entities, their revenues dwarfing many national economies. 
This growing concentration of economic activity has also involved 
increasing control and coordination of global supply chains as MNCs 
seek out natural resources and cheap labour in the production of an 
ever-distending cornucopia of products and services. Information 
technology combined with the MNC’s economic power has resulted 
in a compression of global time and space as economic value chains 
are streamlined to reduce cost and maximise efficiency [22]. A good 
example of this process is the US retail giant Walmart, which has 
become one of the world’s largest corporations through a relentless 
pursuit of supply chain efficiency and cost reduction [35]. This is a 
global model of capitalist systemic rationalisation which has been 
mimicked by many other big-brand retailers and manufacturers, 
including companies such as Nike, Apple, IBM, Unilever, Nestle, 
General Electric and Coca-Cola, all seeking to maximise their 
competitive advantage in a global market of increasingly complex 
supply chain relationships [1, 12].
 Critics of globalisation have argued that one of the key costs of this 
more general economic process has been the propensity for worker 
exploitation and abuse in developing economies as manufacturing 
is globally relocated to so-called cheap labour zones. This ‘race to 
the bottom’ has been demonstrated by a variety of examples, such 
as during the 1990s, when footwear company Nike was the subject 
of an on-going non-government organisation (NGO) campaign 
highlighting labour abuses, including low pay, long working hours, 
extreme work intensification, exposure to dangerous chemicals and 
physical abuse by supervisors. Nike responded by arguing it was 
not directly responsible for such activities as various levels of sub-
contractors in countries such as Vietnam, Indonesia and China now 
manufactured its products. Nevertheless, the reputational damage 
which these campaigns had upon the Nike brand did force the 
company to bring in auditors to assess supply chain practices and 
introduce a code of conduct for all sub-contractors [49].
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 The Nike example has been played out many times subsequently 
as Western companies have outsourced production and service 
activities to newly industrialising economies which offer low-
wage employees who lack even basic protections, let alone trade 
union representation. Large retailers have been a particular focus 
here, given their buying power within the supply chain and ability 
to ratchet down costs, often through sourcing cheap products 
produced under exploitative conditions. This has included the use 
of child labour in the production of many First World consumer 
goods, including the garment industry and food manufacturing [28]. 
More recently, revelations of extreme working conditions in China’s 
booming computer manufacturing industry, including worker 
suicides, have highlighted the high cost of the developed world’s 
everyday luxuries [27].
 However, analysis of the social cost of globalised trade is divided on 
whether this has resulted in a general decline in working conditions. 
For instance, labour economists have argued that aggregate data 
suggest no wholesale reduction in working conditions and that, 
in fact, globalisation has resulted in overall improvements in 
working conditions for many in developing economies where prior 
conditions were worse (note, for instance, the propensity towards 
child and forced labour in many developing economy settings) [16, 
17]. MNCs under pressure from NGO campaigns and aware of the 
reputational risk to their brand from supply chain scandals often 
introduce labour codes of conduct, which can be an advance on 
prior more exploitative working conditions, although their impact is 
variable [6].
 Thus it is unclear whether globalised trade has resulted in an 
overall decline in wages and working conditions, and there is evidence 
of economic advance in developing economies. Foreign investment 
and the emergence of new industries in developing economies need 
not involve simple resource exploitation but may potentially involve 
more secure and higher-paid jobs than was previously the case. The 
outsourcing of call centre and information technology work to areas 
such as Bengaluru in India highlights how globalisation of trade 
can also generate more positive work and social outcomes [32]. 
Against this, however, are examples of increasing global demand for 
products such as mobile phones, which have generated whole new 
exploitative arrangements in developing economies, such as illegal 

The Free Trade Agenda
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coltan mining in Africa, which has helped fuel a violent civil war and 
resulted in countless fatalities [24, 39].
 More generally, the globalisation of economic activities and 
neoliberalism appear to have promoted increasing inequality both 
in developed and in developing economies [13]. Indeed, in contrast 
to convergence theory, the gap between the richest and the poorest 
countries in real income per capita has widened dramatically [3]. As 
neoliberalism has promoted the retreat of the state from economic 
regulation and large corporations have gained greater power, so has 
the divide between rich and poor worsened [42].

1.4 A World Safe for Multinationals and 
Crossing ‘Planetary Boundaries’

While the implications of the current free trade regime for social 
inequity and development are subject to debate, as the current 
climate crisis illustrates the environmental implications of globalised 
trade are far more explicit. While ecological modernists have argued 
that increasing economic development, technological innovation 
and environmental reform reduce pollution and environmental 
harm [21, 38], current environmental challenges such as climate 
change, ocean acidification and biodiversity decline highlight the 
fundamental conflict between conventional economic development 
and basic ‘planetary boundaries’ [46].
 For instance, it is no coincidence that the dramatic escalation 
in global greenhouse gas emissions, deforestation and species 
extinction has occurred at precisely the same time that global 
economic development and trade has undergone its Great 
Acceleration since the 1960s [50]. Indeed, the worsening climate 
crisis highlights how neoliberal economic reform and the promotion 
of globalised trade are fundamentally in conflict with the need for 
radical decarbonisation of the world’s energy system [31]. As Wright 
and Nyberg [54] have argued, corporate capitalism is now engaged 
in a process of ‘creative self-destruction’ in which the relentless 
pursuit of new global markets, the expansion of consumption 
and new forms of capital accumulation risk the demise of entire 
ecosystems and, indeed, a habitable climate for human civilisation. 
So global trade is driving the degradation of carbon sinks, such as 
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forests and oceans, and the extinction of plant and animal species, 
as well as increasing the exploitation of fossil fuel reserves, such 
as through new mega coal mines, tar sand processing, the fracking 
of shale and coal-seam gas and deep-water and Arctic oil drilling 
[26]. This occurs both directly through the global trade in energy 
commodities, such as coal, oil and gas, as well as indirectly through 
the ever-increasing global demand for raw materials and consumer 
products through increasingly complex global supply chains [34].
 Despite the urgency of the unfolding climate crisis, what has been 
remarkable about the international response has been the wholesale 
rejection of any limitation upon economic growth, globalisation and 
free trade. For instance, while the international response to climate 
change has relied upon voluntary and non-binding agreements 
between nation states for greenhouse gas emission reductions, 
reinforced in the November 2015 Paris climate agreement, this 
stands in marked contrast to the draconian model the world’s 
nations have applied to international trade, where agreements are 
highly prescriptive and enforced with punitive legal sanction [15].
 This very different standard of international regulation has been 
most evident in the secret negotiations surrounding the Transpacific 
Partnership (TPP) and the Transatlantic Trade and Investment 
Partnership (TTIP). As the latest multilateral free trade deals being 
negotiated between the United States and various Pacific and 
Atlantic trading nations, the TTP and TTIP are notable not only for 
the breadth and extent of economic activities they seek to expose to 
the free trade paradigm but also in the establishment of a separate 
legal regime of enforcement which critics argue prioritises the rights 
of MNCs over nation states and their citizens [51]. In particular, 
provisions for investor–state dispute settlements (ISDSs) create a 
system of private arbitration within which global corporations can 
sue national governments for regulations which they believe will 
impair their profitability [44, 52]. Examples could include actions 
against governments passing public health laws to discourage 
smoking, regulating for minimum wages or improved worker health 
and safety or seeking to limit environmentally harmful resource 
extraction or pollution. As the ultimate expression of free trade for 
multinational capital, critics have argued such provisions would 
represent a form of post-democracy in which power moves from 
established political systems such as the judiciary and legislature 
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within nation states to new private, globalised arenas where 
‘political elites do deals with corporate lobbies’ [11].
 Indeed, many examples of such privately arbitrated corporate 
legal action against nation states now exist under existing trade 
deals. For example, global tobacco giant Philip Morris has sued 
Australia and Uruguay under ISDS provisions in separate trade deals 
for introducing plain-packaging legislation in an effort to reduce 
smoking, French service company Veolia is suing the Egyptian 
government under ISDS clauses in a French-Egyptian free trade treaty 
for legislating for a small increase in the Egyptian minimum wage 
and pharmaceutical giant Eli Lilly is suing the Canadian government 
for US$100 million under ISDS provisions in the NAFTA because of 
the government’s attempts to reduce the cost of medicines for its 
citizens [53].
 As the latest assertions of a global free trade doctrine, critics 
argue the TTP and TTIP fundamentally conflict with global 
aspirations for improved social and environmental sustainability as 
enunciated in the UN’s Sustainable Development Goals and the Paris 
climate agreement. The neoliberal belief in the wholesale benefits of 
trade and economic growth to solve urgent social and environmental 
crises places inordinate faith in the benevolence of MNCs and market 
forces, while winding back any capacity for citizens and democratic 
institutions to have much say over their future.

1.5 Global Trade for More Sustainable 
Outcomes?

In an era in which corporations and markets have increasing 
influence over the determination of national economic policy and, 
more fundamentally, threaten the future of a habitable climate 
on this planet, it is time to reconsider the hegemonic belief in the 
wholesale benefits of global trade based upon a neoliberal logic. 
While global trade has been central to human development both 
economically and socially, there is also a need for balance between 
the interests of capital and those of societies and environments. Our 
current era highlights the growing trade-offs between corporate 
profitability and shareholder value on the one hand and community 
and environmental well-being on the other. If we are to avert a crisis, 
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we need to do more than place our faith in neoclassical economic 
theory.
 While governments have become increasingly compromised 
within the corporatized economy [5, 47], there is a growing need 
for other social institutions to provide countervailing power 
in assessing the costs and benefits of global trade. Much of the 
critical work in holding corporations to account for their social and 
environmental impacts now falls on the shoulders of NGOs, trade 
unions, community organisations, activists and academics. Beyond 
qualitative analysis of the impacts of trade on local communities, 
there is also a critical need for quantitative analysis of the changing 
nature, extent and implications of an increasingly complex global 
trading system. Here, methods such as input-output analysis can 
provide valuable insight into not only who the key actors are within 
increasingly complex global supply chains but also the effects within 
donor and recipient economies in terms of a broad range of social, 
economic and environmental indicators. In this age of environmental 
and social crisis we need to go beyond outdated ideologies of free-
market capitalism and the assumption that trade is a ‘rising tide 
which lifts all boats’. We need to empirically test what works best 
for communities and environments from an increasingly interlinked 
and fast-paced global trading regime. It is high time we moved 
beyond the economic nostrums of eighteenth- and nineteenth-
century economists and investigated the twenty-first-century world 
of globalised corporate capitalism through detailed analysis of 
complex data.
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