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The introduction of new people, in addition to new ideas, into countries is where the welfare state seems particularly
affected by globalization, more so than other regime types.
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globalization and the politics of the welfare state The theoretical argument of this study is that economic globalization, by
default, exerts a downward pressure on the social policies of states largely through the operations of.

This paper proposes a political economic analysis of public opinion in European Union countries toward
migrants from poor countries. By focusing on redistributive policy, the analysis sheds light on specific
determinants of public opinion. Some argue that globalization poses a serious threat to WS and therefore
questions its sustainability. On the other hand, some others suggest that WS has to expand more as economies
are integrating. After reviewing different hypothesis on the relationship between globalization and WS, we
empirically examine the relationship by using 32 countries covering through According to the estimation
results, there is no direct linkage between globalization and the WS. However the reaction of the WS against
globalization is found to vary dramatically depending on welfare regimes. We find evidence in favor of
compensation hypothesis in Social Democrat, Conservative and Mediterranean Welfare State regimes,
whereas efficiency effect is in place in liberal Welfare States. While WS is a concept to define developed
capitalist countries especially after the World War II, globalization represents a new order; transformation of
the capitalism since s. The key features of this model which is called as Interventionist Capitalism1 are the
followings: Fordist industrialization policy where states take an active role. WS which takes on a task that it
provides economic and social well-being for their citizens. These three elements complement and interact with
each other. The new model aimed both mass production-mass consumption and accommodation between
capital and labor so that it achieves economic as well as social stability. In the beginning, WS was considered
to be a state model which assures a basic standard of income job , nutrition, health, housing and education to
every citizen. WS, with this definition, includes the aspect of universal social rights secured by the state and
becomes only welfare provider Holm The manifestation of the British Labor Party in election was a good
reflection: The scope of the WS has expanded significantly through time. It has included extensive social
security rights, regulations in labor market and new worker rights. However, during the period of expansion,
WS has also been transformed into many different welfare states and many different varities of capitalism in
terms of the scope, purpose and generosity. Various internal problems of the WS emerged from the mids.
Secondarily, there were indirect internal threats such as oil-related stagflation arising from the world economic
conditions and changes in business structure caused by newly developed technologies. In addition to the
internal problems, the WS has also been exposed to increasing external threats since the s, as a consequence of
international trade and competition that began to develop in the â€”70s. The starting point of globalization is
the technological developments. Revolutionary innovations in communication and transportation technologies
led faster and cheaper way of communication and transportation. Concerning economic dimension,
globalization means competitiveness pressures in international goods and services markets, the
multinationalization of production regimes and the capital mobility thanks to the integration of financial
markets Garrett In addition to these, a long-term indicator of globalization is the expected convergence in
wages and prices. In fact, economic globalization has been divided into different phases over time. While trade
and competitiveness across countries were dominant in the s, in the s integration of capital, vertical
specialization, slicing up the value-added chain, outsourcing and offshoring came into prominence. These
developments followed by the spread of global competition into factories and offices Baldwin The definition
amounts to the capitalism period of which WS constituted an important lower segment. However, the scope of
the WS in this period significantly differed across developed and developing economies Porket Political and
cultural globalizations are also expected to take place in the long-term. According to the former,
democratization and rule of law will spread and the importance of nation-state will diminish. Regarding the
latter, lifestyles, consumption habits in different countries will resemble to each other through time, but
regional differences will still remain Yay Many studies argue that globalization poses a serious threat to WS
by questioning its sustainability. Despite this claim, some other studies find either neutral or positive effects of
globalization on WS. Hence, although there is sizeable number of studies on the globalization-WS nexus,

Page 2

GLOBALIZATION, INSTITUTIONS, AND WELFARE REGIMES pdf
there has not been consensus in the literature. The contradicting results possibly arise from narrow measures of
globalization and very diverse measures of WS in addition to the different time and country coverage. For this
reason, we aim to examine globalization and the WS relationship in a cross-country panel data context by
focusing on all facets of globalization and a better measure of the WS. The indices consist of overall,
economic, political and social variables hence they measure multifaceted nature of globalization. According to
the estimation results, globalization is not significantly associated with the WS. In particular, we find that
economic globalization spurs WS in Social Democrat, Conservative and Mediterranean countries. However, it
has statistically significant negative effect on the WS in Liberal countries. This paper is organized as follows.
See Table 9 in Appendix for a summary of the recent studies. In a world that integration of global markets is
growing, a direct and firm trade-off is arriving; governments are inevitably accommodating the demands of
the markets and taxes and public expenditures are supposed to decrease Garrett and Mitchell For instance,
Kaufman and Segura-Ubiergo argue that trade openness is negatively related with social spending in Latin
American countries over the period â€” Aksoy Mitchell find out that total trade has negative and significant
impact on total government spending as well as social security transfers. According to this hypothesis,
globalization makes WS dysfunctional and unsustainable by causing changes both in macro and micro politics
by way of the international trade openness and the increase in international capital mobility. It happens by
several ways. First, governments are strained to finance budget deficits according to world interest rate. If the
world interest rate is high, expansionary fiscal policy becomes costly. Another channel is that high interest
rates put pressure on exchange rate and increase current account deficit. Fourth, the high mobility of real and
financial capital makes difficult to tax them and additionally, directs capital owners to countries with lower
taxes Genschell The former amounts to decreasing taxes to optimal levels; and the second means directing
taxes from mobile production factors e. In the micro sense, the spread of transnational companies with
globalization and the demands of post-industrial society have brought to the forefront of competitiveness and
flexibility conditions which are required by the neo-liberal restructuring. Advanced technology, labor and
capital demands of transnational companies require greater competitiveness, mobility and openness in labor
and capital markets which ultimately bring about deregulation and restructuring privatization etc. Accordingly,
growth of transnational firms require low labor costs, flexible labor markets, low social security expenditures
and low tax rates. To sum up, efficiency hypothesis suggests that the new economic environment that
surrenders states at the macro level and corporations at the micro level makes reductions in WS provisions
inevitable a race to the bottom. In the extreme case, globalization will destroy the nation-state according to
this hypothesis. The larger openness and risk the greater the public sector to compensate for it Rodrik ; Garrett
and Mitchell Through multinalization firms might migrate to lower-wage countries to avoid high production
costs, suggesting that globalization increases the economic insecurity of workers in the WSs. Several scholars
provide evidence in favor of compensation hypothesis. In particular, it is found that trade openness is
positively related with government spending Rodrik or social spending Gizelis , economic openness stimulates
welfare state spending Koster , welfare states have expanded during globalization period Navarro et al.
According to another argument that supports this hypothesis, globalization creates winners such as financial
investors and skilled labor as well as losers that give rise to redistribution and inequality problems. The losers
who are the majority demand greater social security which leads to an increase in compensating social
expenditures of the states Garrett and Mitchell ; Koster Final argument suggests that the increase in WS
spending with the globalization makes states advantageous in terms of institutional competitiveness if not in
terms of cost competitiveness. Accordingly, social spending decreases uncertainty in markets, increases
human capital investments, creates social stability and enables collective agreements between employers and
employees that may mitigate the negative effects of economic openness [Barro as cited in Koster ]. Therefore
WS expenditures, either through social security or competitiveness motives, lead to the expansion of the WS.
Efficiency and compensation hypotheses are fiscal, industrial and social responses of governments against
globalization. These hypotheses clearly contradict with each other. Lower taxes and higher spending raises
serious governance problems. According to another interpretation of these hypotheses, the degree of balance
between these two hypotheses is more important than the question of which hypothesis is correct. That is,

Page 3

GLOBALIZATION, INSTITUTIONS, AND WELFARE REGIMES pdf
generous WSs which are globalizing reduce welfare spending whereas minimal WSs will expand thanks to
globalization. We can argue that globalization is a symmetric convergence process that pushes low welfare
spending countries to increase their spending and big spender countries to decrease their spending Brady et al.
For instance, Achtenberg and Yerkes suggest that the most generous welfare states are becoming more
liberalized, whereas liberal welfare states are expanding, which causes convergence in the middle. Aksoy
level, generosity , the labor market structure, the political system democracy, political stability, political
parties, election systems etc. For these reasons, each capitalist economy reaches to a different regimespecific
WS Navarro et al. Hence the impact of globalization on WSs is neither uniform nor unidirectional.
Considering the very wide range of institutional structures and objectives, the WS classification of
Esping-Andersen stands out in the literature: In liberal WS model, state exists as a residual provider. State
undertakes the insurance objective via means tested assistance, modest universal transfers and modest social
insurance. There are minimum wage, a minimum level of decommodification income support to those outside
the labor market and stratification the effects of welfare policies on social class and mobility. The state aims to
increase labor demand via wage flexibility. In conservative-corporatist model, the redistributing income
objective of the state comes to fore. While the main provider is family and household, state contributes
significantly. Furthermore, the degree of stratification and decommodification which protect labor rights differ
across countries. In social democrat model, state exists as a comprehensive provider. It aims to maximize the
living standards of its citizens because social welfare is considered as a universal right. In these types of
countries, public employment is large and labor markets are highly regulated. In addition to the above models,
there are two new WS regimes. In this group, WS is immature since they lack a sound social protection
network. There are highly protected groups as opposed to very low protected groups. While some of these
countries try to maintain the old Bismarcyan WS tradition, the others try to get closer to capitalist social WS
model to combine socialist universalism, equality and redistributive structure Batic ; Begg et al. In this
classification, Welfare Production Regimes are determined by taking into consideration production strategies,
industrial relations, employee skill trajectories, and social, economic, and political institutions that support
them. These production regimes are conceptualized as institutional complementarities Estevez-Abe et al.
Accordingly, Kim and Zurlo argue that globalization has negative and significant effect on social democrat
welfare states, whereas it marginally affects the welfare state in liberal and conservative regimes. In a similar
fashion, Leibrecht et al.
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In the southern welfare regime globalization does not have any significant effects on the distribution of taxes or social
spending. In Eastern Europe, in the Baltic states globalization leads to a decrease in social spending, whereas in the
other Central and Eastern European New Member States (postcommunist European regimes) there is an upward.

International commodity markets , labor markets , and capital markets make up the economy and define
economic globalization. In Sumer , an early civilization in Mesopotamia , a token system was one of the first
forms of commodity money. Labor markets consist of workers, employers, wages, income, supply and
demand. Labor markets have been around as long as commodity markets. The first labor markets provided
workers to grow crops and tend livestock for later sale in local markets. Capital markets emerged in industries
that require resources beyond those of an individual farmer. Most of the global economic powers constructed
protectionist economic policies and introduced trade barriers that slowed trade growth to the point of
stagnation. Globalization did not fully resume until the s, when governments began to emphasize the benefits
of trade. Governments shifted their economies from central planning to markets. These internal reforms
allowed enterprises to adapt more quickly and exploit opportunities created by technology shifts.
Labor-intensive production migrated to areas with lower labor costs, later followed by other functions as skill
levels increased. Networks raised the level of wealth consumption and geographical mobility. This highly
dynamic worldwide system and powerful ramifications. This event came to be known as the Big Bang. Global
actors[ edit ] International governmental organizations[ edit ] An intergovernmental organization or
international governmental organization IGO refers to an entity created by treaty, involving two or more
nations, to work in good faith, on issues of common interest. International non-governmental organizations
NGOs [ edit ] For more information, reference non-governmental organization NGO Despite its activity within
one nation, NGOs work towards solutions that can benefit undeveloped countries that face the backlash of
economic globalization. NGOs perform various services and humanitarian functions, bring citizen concerns to
Governments, advocate and monitor policies and encourage political participation through provision of
information. In business , outsourcing involves the contracting out of a business process e. ECLAC states that
in order to create better economic relations globally, international lending agencies must work with
developing countries to change how and where credit is concentrated as well as work towards accelerating
financial development in developing countries. Key factors in achieving universal competition is the spread of
knowledge at the State level through education, training and technological advancements. The fair trade
movement works towards improving trade, development and production for disadvantaged producers. The fair
trade movement has reached 1. Fair trade works under the motto of "trade, not aid", to improve the quality of
life for farmers and merchants by participating in direct sales, providing better prices and supporting the
community. Some global brands were found to do that before but they took some methods to support the
labors soon after. The movement is taken to decrease the wrongdoing and gain the profits for labors. Race to
the bottom Globalization is sometimes perceived as a cause of a phenomenon called the "race to the bottom"
that implies that multinational companies are constantly attempting to maintain or increase their influence in
countries that are already reliant on foreign investment alone. Multinationals tend to target export dependent
countries. Due to a rise in competition, underdeveloped countries are undercutting their competitors through
lowering their labor standards thus lowering the labor costs for the multinational companies investing into
them. Companies will deliberately move into countries with the most relaxed laws and regulations for labor
standards allowing them to do whatever they want. This results in factories with harsh labor conditions, low
wages, and job insecurity. With the growing demands of science and technology, Gao states that with world
markets take on an "increasing cross-border division of labor". Rappa agrees that economic globalization is
reversible and cites International Studies professor Peter J. Per capita GDP growth in the post globalizers
accelerated from 1. This acceleration in growth is even more remarkable given that the rich countries saw
steady declines in growth from a high of 4. This rapid growth among the globalizers is not simply due to the
strong performances of China and India in the s and sâ€”18 out of the 24 globalizers experienced increases in
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growth, many of them quite substantial. While several globalizers have seen an increase in inequality, most
notably China, this increase in inequality is a result of domestic liberalization, restrictions on internal
migration, and agricultural policies, rather than a result of international trade. Even in China, where inequality
continues to be a problem, the poorest fifth of the population saw a 3. In several countries, those living below
the dollar-per-day poverty threshold declined. In China, the rate declined from 20 to 15 percent and in
Bangladesh the rate dropped from 43 to 36 percent. China, India, and Bangladesh, once among the poorest
countries in the world, have greatly narrowed inequality due to their economic expansion. Global Value Chain
The global supply chain consists of complex interconnected networks that allow companies to produce handle
and distribute various goods and services to the public worldwide. Corporations manage their supply chain to
take advantage of cheaper costs of production. A supply chain is a system of organizations, people, activities,
information, and resources involved in moving a product or service from supplier to customer. Supply chain
activities involve the transformation of natural resources , raw materials , and components into a finished
product that is delivered to the end customer. Supply chains link value chains. Trade union Labor unions were
established during industrialization as a solution to poor and unregulated working conditions. Unregulated
businesses allowed for low wages, job insecurity and poor working conditions. Trade unions responded by
implementing a technique called collective bargaining , where the workers could legally negotiate wages as
well as working conditions. As a direct result, labors rights increased as policy and regulation were enforced.
Alongside globalization, outsourcing developed which increased corporate power. As a solution, Labor
Unions continue to fight for global labor rights standards through trans-national organizations.
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their welfare regimes using a new conceptual framework developed at the University of Bath. It then considers the
impact of the Asian financial crisis, as an example of the new risks faced by exposed countries in the global economy.

The curiosity and stimulation of students, at both the undergraduate and graduate levels, were crucial for the
senior author. But the biggest debt of both authors is to the academic editors of this series, Jeff Checkel and
Walter Carlsnaes, as well as to Sage editor David Mainwaring. Jeff and Walter not only convinced us to write
the book but also guided us through at least two rounds of revisions. Their comments got us to think about the
book in different ways and led to serious revisions, revisions which we think resulted in a much better book.
While the readers will not be able to do the comparison, we hope they agree that it was worth the effort. Trade,
Democracy and the Size of the Public Sector: The Political Underpinnings of Openness. International
Organization, 56 2 , â€” Spanning the Institutional Abyss: Reflections on the Origin and Spread of
Nationalism rev. School for Advanced Research Press. Trade Liberalization and Wages in Developing
Countries. Economic Journal, , F American Journal of Political Science, 49 3 , â€” The Evolution of
Cooperation. Achieving Cooperation under Anarchy: World Politics, 38 1 , â€” International Organization, 53
4 , â€” Rules for the World. As Always Hard But Inspiring. Peterson Institute for International Economics.
Borders, Boundaries, and Citizenship. Political Science and Politics, 38 4 , â€” Annual Review of Political
Science, 3, 43â€” French Democracy Without Borders: Anti-globalization Movements in France. French
Politics, Culture and Society, 20 1 , 1â€” The United States and the World Economy. Institute for International
Economics. National Bureau of Economic Research. The World Economy, 15 5 , â€” In Defense of
Globalization. Termites in the Trading System: The Impact of Globalization on Gender Discrimination.
Industrial and Labor Relations Review, 57 4 , â€” Brookings Papers on Economic Activity, 1 , 1â€” Des
paysans contre la malbouffe. How and Why Capitalisms Differ. Economy and Society, 34 4 , â€” University
of Chicago Press. Globalization and Human Rights. University of California Press. Political Theory of Global
Justice: London and New York: The Expansion of the Public Economy: American Political Science Review,
72 4 , â€” The State of the Discipline pp. American Political Science Association. Democracy, Accountability
and Rights in Supranational Governance. Supranational Institutions and the Transnational Embedding of
Markets. International Organization, 63 4 , â€” Theoretical and Practical Implications. Origins, Policies, and
Future. Dependency and Development in Latin America. Globalization and the Informal Economy: World
Politics, 45 1 , â€” World Politics, 50 2 , â€” A Global Picture, the Global Movement. SAIS Review, 21 1 ,
71â€” Testing and Measuring the Role of Ideas: International Studies Quarterly, 51 1 , 5â€” Normative
Change from Within: International Studies Quarterly, 52 1 , â€” An Evaluation of the Decline in Goods
Inflation. Trade and Income Distribution. The Problem of Social Cost. Journal of Law and Economics, 3 Oct.
Globalization and the Design of International Institutions.
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The characteristics of a South Asian informal security regime within our framework are displayed well in Bangladesh,
where the global dimension of the welfare mix is particularly evident through aid and remittances, alongside community
level institutions (Davis, , Davis, ). Welfare outcomes are generally poor and insecurity is endemic.

Theoretical foundations[ edit ] While realism predicts that conflict should be the norm in international
relations, regime theorists say that there is cooperation despite anarchy. Often they cite cooperation in trade,
human rights , and collective security , among other issues. These instances of cooperation are regimes. The
most commonly cited definition comes from Stephen Krasner , who defines regimes as "institutions
possessing norms, decision rules, and procedures which facilitate a convergence of expectations". In
international political economy[ edit ] As stated above, a regime is defined by Stephen D. Krasner as a set of
explicit or implicit "principles, norms, rules, and decision making procedures around which actor expectations
converge in a given area of international relations". This definition is intentionally broad, and covers human
interaction ranging from formal organizations i. Note that a regime need not be composed of states. Within
regime theory, because regime theory is by definition a theory that explains international cooperation i. Liberal
approaches[ edit ] Liberal interest-based approaches to regime theory argue that cooperation in anarchy is
possible without a hegemon because there exists a "convergence of expectations". Regimes facilitate
cooperation by establishing standards of behavior that signal to other members that they are in fact
cooperating. When all states expect cooperation from the others, the probability of sustaining cooperation
increases. The difference between this model and reality is that states are not like prisoners, states must
continually cooperate whereas prisoners will never see one another again. Mutual cooperation is thus rational:
States are rational, unitary , gain-maximizing actors, living in anarchy and ridden by the security dilemma.
Thus; It is in the interest of states to cooperate in the present because, in the future, other states will defect on
them tit-for-tat strategy. Thus; The theory presupposes that states are concerned with absolute gains, that is,
states do not consider the gains or losses of other states in their utility analysis. In contrast neorealists argue
that states are concerned with relative gains. That is, states are concerned with the advantages they gain versus
the advantages of other states in the anarchic system. Neoliberal IR theorist Robert Keohane argues that
international regimes can increase the likelihood of cooperation by: Providing information about the behavior
of others by monitoring the behavior of members and reporting on compliance. Regimes clearly define what
constitutes a defection and often clearly prescribe punishments for defection. This reduces the fear that the
state is being exploited by other members of the regime and minimizes the chance for misunderstanding.
Prescribing sanctions reduces the incentive to covertly defect. By institutionalizing cooperation, regimes can
reduce the cost of future agreements. By reducing the cost of reaching an agreement, regimes increase the
likelihood of future cooperation. For example, each round of GATT resolved many procedural problems that
did not have to be revisited in subsequent rounds, making cooperation easier and more likely. Generating the
expectation of cooperation among members. By creating iteration and the belief that interaction will continue
for the foreseeable future, regimes increase the importance of reputation and allow for the employment of
complex strategies. Other authors such as Kenneth A. Oye claim that regimes can provide incentives to
cooperate and deterrents to defect by altering the payoff structure of the regime. Regime theory may appear to
counter hegemonic stability theory sometimes, but realists also apply it within regime theory in order to
explain change. When used in this way, realists conclude that a strong hegemon is what makes for a
successfulâ€”i. In brief, within regime theory, liberals and realists disagree on two thingsâ€”the nature of
international cooperation and the role of international institutions. Liberals believe that international
institutions at most bring about an environment conducive to the convergence of state interests, which
facilitates regime cooperation; and at least, facilitate cooperation that might otherwise not have been able to
occur in an anarchic world. On the other hand, realists believe that regimes merely reflect the distribution of
power in the international system, and that any cooperation that occurs under a regime would have occurred
anyway. Powerful states create regimes to serve their security and economic interests; regimes have no
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independent power over states, especially great powers ; as such, regimes are simply intervening variables
between power, the real independent variable, and cooperation, the dependent variable. Cognitivist
knowledge-based approaches[ edit ] In contrast to the rationalist approaches above, cognitivists critique the
rationalist theories on the grounds that liberals and realists both use flawed assumptions such as that
nation-states are always and forever rational actors; that interests remain static, that different interpretations of
interests and power are not possible. The cognitivists also argue that even when the rationalist theories employ
iterated game theories where future consequences affect present decisions, they ignore a major implication of
such iterationâ€”learning. Consequences from an iterated game look backwards to the past as well as forward
to the future. Finally cognitivists use a post-positivist methodology which does not believe that social
institutions or actors can be separated out of their surrounding socio-political context for analytical purposes.
The cognitivist approach then, is sociological or post-positivist instead of rationalist. An example of a useful
application of this approach to the study of international regime theory, is exemplified in a doctoral disseration
by Edythe Weeks , wherein she demonstrates that we can apply this type of analysis to explain and highlight
key actors, unfolding political dynamics and historical-ideological shifts, related to commercial activities
concerning outer space and its resources. They emphasize instead the complex intersection of social forces,
including changing values, that gave rise to ongoing political and economic regimes of power in the first
place. For example, they emphasize the rise of modern bureaucratic regimes of negotiation or the normalizing
of the global system of nation-states and multinational corporations as key players on the global stage:
Understanding the process, historical context, and contemporary relations of institutionalization is
fundamental for making sense of the more empirical task of documenting the activities of this or that
institution.
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Welfare regimes reflect qualitative differences in arrangements of welfare institutions and the associated enduring
configuration of the welfare nexus, suggesting that welfare regimes may influence the impact of globalisation on the
welfare state.

Introduction This essay aims to discover to what extent globalization actually affects the welfare state. The
author understands that there are mixed findings between contesting theories and will explore them more fully
within this essay. This paper will be looking at the role of globalization in countries via economic means and
its level of "openness" to trade, and then, how it affects its citizens. Does increased economic interdependence
lead to an increase in social welfare? This paper begins by introducing the concept of globalization, followed
by welfare, and then contesting theories on whether globalization increases or decreases social safety nets
within countries. This essay will then identify some examples of welfare regimes and show the correlative link
between globalization and welfare retrenchment utilizing the efficiency theory and the example of
Bangladesh. This paper argues that globalization is a force which does compel changes within a welfare state,
but that the extent cannot necessarily be known because other factors such as stage of development, culture,
political stability, social awareness and education must be taken into account, which will vary by country. This
paper will, however, highlight the fact that although globalization affects the welfare state, it is only the least
developed countries, which are most negatively affected by trade liberalization. Globalization There are many
contested definitions of the term "globalization. One may also interpret globalization to mean liberalization,
which is the opening up of borders, policy changes and reduction in regulations for trade. Globalization as
universalism is defined as the amount of homogeny between countries. Do many countries have cigarettes,
business suits, Barbie dolls and foreign foods? Are these items similar in price? This means that globalization
is perceived as more of a western concept. This is the belief that the hegemonic powers of the western world
influence other countries via structural adjustment, and continue to advocate social structures of the West,
including capitalism, industrialization, rationalism, and urbanism; pushing these customs upon already
existing cultures and undermining their right to local self determination Scholte, Classical trade theory
suggests that each country will benefit by exploiting comparative advantage, and contests even further that
possibly freer trade has some relation with peaceful politics and more stability Grewal, However, there are
those who hold the opposite opinion that a period of hegemonic stability and peaceful politics in turn results in
globalization, not vise versa Grewal, Trade liberalization is also known to promote employment as it provides
for more abundant labor opportunities, technology and knowledge transfer and higher wages WHO, b. In this
essay, we will use the term "globalization" to mean "economic liberalization" as we are living in an
interdependent world where neoliberal policies are widely used and increasingly accepted by foreign
governments in order to expand markets and raise levels of GDP. The welfare state is also, basically, a
"financial construction through which governments collect and redistribute resources to their respective
countries. It is therefore likely than an effect of globalization on the welfare state will be most clearly visible
through the impact that it has on the financial position of a country" Koster, Welfare Welfare will be defined
as the basic safety net in a society, which also includes education, social security, health, and general resources
allocated to the poor. A welfare program will be judged by the impacts of distribution among those who most
need it. Developed countries and least developed countries have different levels of allocation of resources to
the poor, and it is shown through empirical data that developed countries have better welfare programs that
have been constructed from the "bottom-up," which means that high social benefits are not undermined by
openness, and flow of trade is not deterred by high social benefits, resulting in protection for market losers
Rudra, Least developed countries however, have a higher inequality of distribution among citizens, and
globalization via market expansion creates more benefits for those who were already privileged beforehand,
creating a "top-down" sort of protection, extending it for the purposes of political control or patronage Rudra,
The work of Esping-Anderson created a vital turning point for comparative welfare because of the
development and categorization of the three different types of welfare states. Empirical evidence shown in the
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article by Kim and Zurlo however, find that globalization tends to affect those countries that share in the social
democratic regime type more than those in liberal or conservative regimes. There are several studies, which
show positive and negative correlations between globalization and the welfare state, but there are also those
who suggest that globalization has a minimal or marginal effect at all on social expenditure. There are certain
"pressures" throughout the last few decades on the welfare state, which range from economic, political and
social. Relevant Theories There are two competing theories for the globalization-welfare nexus, which
determines whether or not welfare is retrenched or expanded. These competing theories are the 1 efficiency
theory and 2 the compensation theory. Efficiency theory realizes that globalization does in fact have an effect
on the state by making governments "smaller" and the market freer to embed itself into the country via FDI
and trade liberalization. Compensation theory suggests that because globalization has both positive and
negative effects on states and their citizens, creating winners and losers, that the losers will in fact demand
compensation from the government. They "demand" this sort of compensation via vote. They will usually vote
democratic or towards a party which will afford them the most social benefits, therefore causing the
government to "supply" a welfare state expansion Walter, Left leaning governments tend to spend more on
social welfare than their counterparts during a period where globalization is happening rather quickly. This
seems to imply that when people feel the most insecure about globalization and foreign investment in their
country, they do not want to be left out and vote for left wing parties who will spend more on social programs.
Welfare State example This essay realizes that there is more than one actor in a welfare regime. It is a mixture
of contributions by the state, market and family to provide basic safety nets for individuals. Bangladesh is a
good example of an LDC with poor welfare, despite the amount of international flow of foreign investment. If
we take a closer look, according to Wood and Gough, Bangladesh falls into the less effective informal security
regime. The Human Development Index HDI is low, the public spending is low, yet the international flow of
capital is moderate. One problem with a welfare state regime in this country is that a well- governed and
targeted intervention to the neediest groups would undermine comparative advantage because of economic
vulnerability by the fickle global market as well as inconsistent resource. If the state interferes in the market in
order to provide more welfare, then it proves that the country is unwilling to "play by the rules" laid down by
the WTO and becomes a deterrent for FDI and other capital investments. The case of Bangladesh relies
heavily upon international aid along with the domestic labor force to produce means of welfare subsistence.
This will present a problem with the unemployed, elderly, disabled, pregnant women, and young children who
are not in the labor force and cannot be compensated by the state. The extent of the lack of welfare in
Bangladesh can be illustrated with the amount of spending invested in education and health. The expenditure
for education in the year was nearly 2 billion USD, which is 1. The total expenditure on health in was about 3.
Laborers in Bangladesh, as well as many other LDCs, lack the bargaining power and collective union to
pressure the government to expand social welfare Rudra, In OECD countries, there are several reasons why
they are marginally affected by globalization, such as: From what has just been aforementioned, we can gather
that in developed countries globalization does not have as strong an effect because they have other measures
set in place, which would help to reduce the external shocks by means of compensation theory. In LDCs
however, they typically enter the global economy late, have a higher rate of unskilled labor force and are
subject to the "race to the bottom" exploitative policies, which try to keep governments from interfering and
providing better social safety nets, which supports the efficiency theory. Economic globalization is defined as
the level of "openness" within one country to allow for foreign investment and capital flows. When countries
decide to participate in the "world market" there is inevitably a "race to the bottom" to produce goods at a
cheaper cost in order to maximize profits. When an LDC has a surplus in labor force, and are subjected to
external factors, such as fickle consumer demand in the world market, it requires the laborers to work for
shared, low wages. This allows us to see clearly that the laborers have no bargaining power to ask for an
increase in wages, or even social safety nets from their government, as the neoliberal policy requires less
government intervention in the market. Conclusion In conclusion, it has been shown that globalization is an
exogenous pressure, which compels retrenchment in least developed countries due to market efficiency and
less government involvement. In OECD countries, welfare is embedded within institutions and policies, which
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allow for less interference from the market and unaffected social expenditure compensation theory. It has also
been stated that in least developed countries, they are subject to exploitation via the "race to the bottom",
along with other factors that affect social spending such as political instabilities, institutional inefficiency, and
an abundance of low or unskilled labor force. Capitalism and neoliberal policies are the tools which shape our
well-being, and until a paradigm shift occurs in the future which aims for more equality among people, there
will continue to be disparities between developed and less developed countries with regard to welfare
distribution. Globalization, Neoliberalism and Labor. Index Munxi, from http: Pressures on State Welfare in
Post-industrial Societies: Is More or Less Better? How does economic globalisation affect the welfare state?
Focusing on the mediating effect of welfare regimes. International Journal of Social Welfare, 18 2 , The
welfare state and globalisation: Review of International Economics, 20 2 , JStor, 56 2 , International Studies
Quarterly, 48 3 , Globalisation, democracy and effective welfare spending in the developing world.
Comparative Political Studies, 38, World Economy, 31 11 , Globalization and the Welfare State: Testing the
Microfoundations of the Compensation Hypothesis. International Studies Quarterly, 54 2 , Bangladesh
Retrieved Jan 20, , from http: World Development, 34 10 ,
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