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“Those who do not learn from history are doomed to 
repeat it”

• Shibusawa Eiichi’s life spanned an era similar to ours. Japan grew 

much wealthier in an age of globalization (like China over last 30 

years). He travelled – and saw the virtues and failings of the West. 

By the time he died, his global age was disintegrating;

• Our “era of disruption” is bad – but our world has been here before;    

• The first wave of  massive globalization in the second half of the 

nineteenth century delivered wealth and innovation;

• But global capitalism was then reversed for much of the twentieth 

century, before resuming in the last three decades.
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Agenda

• Why do we get globalization waves? 

• Why do globalization waves end?

• Is business the problem or the victim?

• Why haven’t we learnt from the past?



How Do Globalization Waves 
Happen? 

•Technology 

• Policy  



Transport Revolution in 19th 
Century



Telegraph – “The Victorian Internet” 



Technology drives Globalization 

• Transport innovations were key to expanding trade flows;

• They were key to moving millions of people around the world;

• Communications revolutions drove trade and capital mobility. 

Before 1850 information moved at speed of horse and ship. By 1870 

information from London reached Mumbai in 30 minutes;

• Both transport and communications innovation enabled Shibusawa 

Eiichi to study the global world. And many others – from Marx to 

Gandhi. 



Policy Also Drives First Globalization 

• Capital mobility/ no exchange controls globalized capital 

markets; 

• No restrictions on foreign ownership of companies;

• Few restrictions on migration;

• Western imperialism – most of Asia and Africa taken over and 

forced open for trade and investment by force;

• Governments swept away indigenous peoples in US, Latin 

America and elsewhere, and give their land to White farmers.



How Did First Globalization Wave End?

• World War 1 (1914-1918)

• Wall Street Crash and Great Depression

• World War 2 (1939-1945)

• BUT – it was not wars and financial crises that ended 

globalization;

• It was the policy response – tariffs, exchange controls, 

expropriation, state planning;

• This happened because capitalism, especially global 

capitalism, lost legitimacy. 



Why the loss of legitimacy?

• Clear pattern that global capitalism rewards 
the winners; 

• Because it coincides with technological 
innovation, it lets the losers see the winners;

• The losers perceive the system is stacked 
against them, and act accordingly.



Disenfranchised Islam 

• Muslims were one group of perceived losers in the first global 

economy;

• Mahdist War in Sudan 1881-99 – Muhammad Ahmad (the Guided 

One);  

• 1880s-1890s Aceh War in Indonesia – holy war against the Dutch

• Dervish State in  Somalia 1897-1920;

• Moro Rebellion 1890-1913 –Jihad against US military in 

Philippines.

• Wahhabism revived by Abd-al Aziz – Medina and Mecca captured 

and held 1914-1926.



Populism and Racism  

• People in countries of large-scale immigration begin to see 

themselves as losers; 19th century saw big emigration flows;

• Countries of immigration like US and Australia introduce 

immigration controls – based on race;

• By 1921 Klu Klux Klan – moribund since 1870s – had 5 million 

active American members crusading against African-Americans, 

Jews and Catholics;

• Racism elsewhere too -1916-1923 formerly cosmopolitan and 

multi-ethnic Ottoman Empire (Turkey) commits genocide against 

Greeks and Armenians.



Political Units Disintegrate 1917-1923 

• As globalization spreads, it provokes resurgence of 

“tribalism” rather than a global outlook;

• Russian Empire > multiple countries (incl. Finland, 

Poland, Estonia, Latvia, Lithuania)

• Austro-Hungarian Empire > four countries;

• Ottoman Empire > multiple countries (incl. Lebanon, 

Syria, Iraq);

• United Kingdom > splits in two with Irish Independence
in 1923.



Gender and Race

Men in first global economy 
benefitted, and most women did not;

 People with whiter skins benefitted, 
and people with darker skins did not.



Wealth and Income
 First globalization wave coincided with  growing income and 

technology gap between the West and the Rest – “The Great 
Divergence;” 

 1820 India and China are almost 50% world GDP. 1914 they are 
about 15 % world GDP;

 Within countries, income inequality soared. Latin American 
inequality began with globalization. Landowners got rich in 
commodity booms; 

 In the developed world, the few benefitted from globalization, 
and most did not;





Was Business the Problem?

• Business drove the innovation and rising wealth of the first global economy;

• But it typically reinforced trends rather than reversing them;

• As the philanthropist Andrew Carnegie argued, huge gaps in wealth provided 

essential incentives to capitalists (his argument that they should give away their 

wealth was a minority view);

• In the West, it made some very rich, and left many feeling exploited, resulting in 

the growth of socialism and other anti-capitalist movements; 

• In the developing world, mining and other Western firms invested in plantations 

and mines using tax-free concessions, and rarely diffused wealth; 

• Foreign companies invested within the broader context of Western rules of the 

game (imperialism). Fortunes were made in opium trading; wonderful museums 

like the Guggenheims were [aid for by the exploitation of Latin American 

workers, etc.



The First Deglobalization

 The first de-globalization was primarily based on the 

widespread view that capitalism, especially global 

capitalism, was the problem, not the solution;

 Much of the world turned to the State to create wealth 

and achieve social justice;

 The fact that the twentieth century was the age of radio, 

television, air travel, etc was totally irrelevant; 

 Global technologies do not make globalization 

inevitable.





“The Gospel of Wealth”



Dean Wallace Donham Harvard Business School 1927 
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Dean Donham

• “Business is now broadening its scope, and assuming 

social significance. Business has not learned how to 

handle these challenges, nor does it recognize the 

magnitude of its responsibilities for the future of 

civilization” (1929)

• “The solution of problems of business ethics, the task of 

learning how to conduct business so as to add to general 

security and happiness, must be undertaken primarily by 

business leaders” (1933)



“ Unless more of our business leaders 

learn to exercise their powers and 

responsibilities with a definitely 

increased sense of responsibility 

toward other groups in the 

community, unless without great lapse 

in time there is through the initiative 

of such men an important socializing 

of business, our civilization may well 

head for one of its periods of decline”Dean Donald K. David

HBS Dean 1942-1955 



Jamnanal Bajaj and Gandhi 

in the 1930s





Back to the Future
 We entered the second wave of globalization from late 

1970s with widespread (though not universal) acceptance 

of the responsibility of business;

 Only have to have it swept way by new ideologies –

agency theory, shareholder capitalism, stock options;

 Fast technological change; 

 And globalized market competition (especially from 

Chinese and other BRIC firms);

 The rhetoric of responsibility became universal – but 

largely confined in a box called Corporate Social 

Responsibility.



What to do?

 We need to revisit ideas from the past – from Shibusawa Eiichi to 

Dean Donham- and understand why they didn’t mainstream;

 Shibusawa, Donham and all the others believed that to change the 

role of business we need to change values. But how to change 

values? Whose values in a global world?

 We need to explore how far business can act autonomously to 

change values and responsibility in a world in which many 

governments are deglobalizing racist populists;

 Business leaders, foundations, educators, and others need to do 

this urgently – as the first global wave ended VERY badly.


