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1. Great Moderation

2. 2nd Globalization

3. Multinational-led 
growth



1. The Great Moderation
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“Great Moderation”

As mentioned, priority of econ policy
shifted to the control of the price
variation (inflation-targetting at 2%) as 
practiced by the Central Banks (FED and
ECB, founded to control euroland
inflation, legacy of the German
Bundesbank)

This followed the post-1973 efforts to 
attract world capital flows
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“Great Moderation” (2)

Success? 

- Growth variability decreased

- Stable inflation

Yet,

- Growth was also moderate, unlike
the Golden Age, when countries at
the edge of the Production Possibility
Frontier were also the growth leaders
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“Neo-Liberal Phase”: 
Growth Indicators

Source: Maddison 2007, pp. 162-3

1870-1913 1913-1950 1950-73 1973-2001
GDP growth rate 2,56 1,99 4,83 2,38

Per capita GDP 
growth rate

1,42 1,23 3,80 1,87

Vol. Export growth 
rate

3,90 1,10 8,60 5,00
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2. Globalization v2
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New Push for Globalization: 
Trade

  

 

As policies shifted, governments further reduced proteccionism since the
1980s:
◦ Advance of Free World Trade
◦ Uruguay Round (1986-94) inclusion of services in GATT
◦ GATT enlarged to other countries (incl. China and Russia in 2002 and

2010)
◦ Doha Round (2001-22…) effort to include agrarian commodities in 

GATT
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New Push for Globalization: 
Capitals

  

 

◦ International capital flows
◦ Deregulation of the 1980s and capital controls lifted (fully liberal by

1990)
◦ ‘Flat World’ for Capital
◦ Monetary union in Europe
◦ Stable currencies
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New Push for Globalization: 
Labour

  

 

◦ International labour flows
◦ Not a return to open borders, like the 19th cent. Glob. 
◦ Still, international migration flows very strong within the advanced world, 

ex. UE
◦ South-North flows regulated, but still in existence
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Globalization 2.0

  

 

◦ Different from Globalization 1.0, as it left out cross-border labour
movements

◦ It was compatible with the post-1973 situation, in which unemployment
was a problem

◦ Compatible with supply-side policies focused on creating a business-
friendly environment
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Foreign
Investment

Portfolio

Direct

The 2nd Globalization Opened Up new 
Opportunities for Firms

Creation of a 
new firm

Purchase of
Existing
firms
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Multinationals

Acquisition of stocks and
bonds



3. Multinationals
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• Has at least one country branch

• Conducts business operations or owns assets in more than one country
[=/= Exporting]

• Has Investments abroad

• According to the UNCTAD (United Nations Conference on Trade and
Development), it has at least a participation of 10% in one branch abroad.
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Multinational Firm



Geoffrey Jones. Multinationals and Global Capitalism: From the Nineteenth Century to the Twenty-First Century. New York: Oxford 
University, p. 20.

MULTINATIONAL ENTREPRISES AND GLOBALIZATION
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Largest non-Financial 
Multinationals (2016)



17Geoffrey Jones. Multinationals and Global Capitalism: From the Nineteenth Century to the Twenty-First Century. New York: Oxford 
University, p. 22.

Outward FDI



18

Geoffrey Jones. Multinationals and Global Capitalism: From the Nineteenth Century to the Twenty-First Century. New York: Oxford 
University, p. 22.

Inward FDI



• Knowledge Transfer (both technological and organizational)
• Capitals transfers (like in 19th cen. Glob.)
• Job creation
• Increase of domestic competition.
• Increase in foreign competitiveness (Multinationals help identify comparative

advantages)

• HOWEVER,

• Like in 19th-cent. Glob, these impacts only benefit countries whose institutions
are well-suited for growth (Remember TEXT 3).
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Impacts on FDI-investment 
receiving countries


