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Globalization is the most advanced and 

accelerated stage of worldwide economic 

expansion facilitated by transnational capital  

in the late 20th and early 21st century. 

What is Globalization?



Nature of Globalization

Globalization involves a multitude of spheres 

within which it operates.

These are historical, economic, social, political, 

ideological, cultural, and environmental, to 

mention the most central. 

All of these spheres function within the frame-

work of the prevailing social-economic system 

and have immense political implications.



Logic of Globalization

Globalization, much as during earlier stages of 

worldwide economic expansion, is driven by:

the logic of profit

for the private accumulation of capital

through the use of low-wage labor abroad.

This is the logic of what is commonly called 

“neoliberal” economic globalization in the late 

20th and early 21st century



Globalization: 

Its Particular Characteristics

Historical

Economic

Social

Political / Military

Ideological

Cultural

Environmental



Historical



Historical

❑ Globalization is not a new development – it is an 
historical phenomenon that involves colonial and 
imperial expansion beyond one’s territory for   
economic, political, and military gain

❑ The history of Spanish and Portuguese (as well as 
French, Dutch, Belgian, British, and U.S.) overseas 
expansion is a manifestation of historical and 
contemporary forms of globalization

❑ Colonial and imperial domination across the globe has 
resulted in the plunder of resources, enslavement and 
subjugation of people, and rivalries and war between 
dominant economic and political-military powers 
throughout history



Economic



Economic

export of capital by transnational 

corporations

control of labor, resources, and 

markets throughout the world

profit-making on a global scale

accumulation of capital in private 

hands globally



increasing income and wealth inequality 

worldwide

domination of the global economy by 

transnational capital



Social



Social

transformation of peripheral societies to market-
oriented ones integrated into the global economy

restructuring of the international division of labor 
through transfer of manufacturing to low-wage 
third world countries

women workers constituting bulk of low-wage 
labor in third world export-processing zones, and 
increasingly elsewhere in the periphery

conflict in the social and economic spheres lead 
to political conflict between various sectors and 
classes of society



Political / Military

transnational corporate                                      

control and influence over national states has led to 

the erosion of democratic governance

support of authoritarian regimes in the periphery has 

led to bureaucratic corruption and violation of human 

rights



the leading states of the global economy (Britain, 

France, and others in the past and the U.S., E.U. and 

others today) dominate the global political-economic 

system and dictate their terms over all other states

this has led to rivalry and political-diplomatic crises 

between the major powers, leading to conflict, political 

instability, and war throughout history



Ideological



Ideological

neoliberal globalization propagates the 
superiority of a private economy that promotes  
privatization and private profits for the large 
transnational corporations

it celebrates private ownership and criticizes the 
public sphere as inefficient and undesirable --
ideas that are a reflection of the interests of global 
capital

such ideological pronouncements are promoted 
by the corporate media and the state to legitimize 
corporate globalization



Cultural

In the cultural sphere, the 

globalization of capital fosters 

cultural domination

It involves the spread of dominant 

cultural values to other societies to 

integrate them into the global 

political-economic system

the dominant values promoted by 

this form of globalization become the 

new values adopted by societies 

around the world
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such values are easily trans-

lated into consumerism, private 

accumulation, and other 

individualistic practices that are 

opposed to cooperation and 

community-based social values

the globalization of capital is 

able in this way to promote the 

spread of its values and culture 

across the globe to legitimize 

its political-economic system 

on a worldwide basis



Environmental

the destruction of the ecosystem 
and the living space through 
pollution, contamination, and 
disposal of hazardous chemicals 
by transnational corporations has 
led to a global ecological crisis

the deterioration of the quality    
of air, water, and soil has long-
range consequences that are 
irreversible and has placed the 
future of our planet to great risk 



Impact of Globalization on                                                 
Labor

In the Third World

source of cheap labor for the transnationals (workers earn as little 

as $3 a day in Mexico, China, and other third world countries) in 

sweatshops in the global garment and electronics

poor working conditions, high accident rates and health hazards

by exposure to toxic chemicals

marginalization of labor through mass migration to urban areas,

leading to widespread unemployment and poverty





Impact of Globalization on Labor

in the Advanced Capitalist Countries (Europe, the U.S.)

decline in domestic industrial 
production, due to transfer of 
manufacturing to third world 
countries (outsourcing)

immense dislocations in the 
national economies of advanced 
capitalist states

the massive expansion of capital 
worldwide has resulted in 
hundreds of plant closings

CLOSED
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higher unemployment and under-employment, 

and shift in jobs to the low-wage service sector

decline in union membership, due to loss of 

unionized jobs that have been outsourced to 

China and other low-wage countries 

decline in wages of millions of workers and a 

drop in income and living standards in the U.S. 

and other advanced capitalist countries



The Impact of Globalization on Armenia

◼ Privatization

◼ Foreign Direct Investment

◼ National Economic Development

◼ Wealth and Income Inequality

◼ Class Divisions and Class Conflict

◼ Oligarchy, Authoritarianism, and Corruption

◼ The Velvet Revolution and the Future of Armenia

Areas of Concern



Privatization

The government-initiated privatization process began in the

early 1990s and went through several stages (the most

active of which was during the mid to late 1990s)

First Stage: Privatization of state-owned agricultural 

lands

Second Stage: Privatization of state-owned (public) 

housing

Third Stage: Privatization of state-owned enterprises



Privatization of Agricultural Land

Through this process, some 320,000 farms were created 
in the initial years.

However, lacking state support in the form of agricultural 
credit and farm equipment, much of the farm land 
remained extremely segmented and isolated.

Large farms appropriated much of the farm machinery 
and technical resources and came to dominate and 
control agricultural production.



Privatization of State-owned Enterprises

In the initial years following Independence in the early 1990s, 
the state sold some 335 small enterprises amounting to 4 
percent of the total

Additional state-owned properties amounting to another 20 
percent of the total were transferred into private hands in the 
form of employee ownership

This was followed by a further step in the privatization process 
by adding 1,010 enterprises to the list of privatized firms in the 
mid-1990s (bringing the total to 53 percent of all enterprises)

Through this process, 30 percent of the value of enterprises 
included in the privatization program were given to some 
126,571citizens of Armenia who became shareholders



Source: United Nations Development Program (UNDP), National Human Development Report, Armenia 2001: 10 Years of 

Independence and Transition in Armenia (New York: UNDP, 2001), p. 60.



Source: United Nations Development Program (UNDP), National Human Development Report, Armenia 2001: 10 Years of 

Independence and Transition in Armenia (New York: UNDP, 2001), p. 61.



Source: United Nations Development Program (UNDP), National Human Development Report, Armenia 2001: 10 Years of 

Independence and Transition in Armenia (New York: UNDP, 2001), p. 61.



The shareholders were issued privatization certificates with a 
nominal value of AMD 20,000 (about US$50 at 1995 
exchange rates)

Later, during the height of the privatization drive in Armenia 
(1995-97), some 5,764 other small enterprises and 1,250 
medium and large state-owned stock companies were 
privatized

It was during this period of large-scale privatization that much 
of the state-owned properties were transferred to private 
hands.

As the purchase of these major state-owned companies 
required the payment of large sums of money, many of the 
larger enterprises were purchased by foreign transnational 
corporations for a fraction of their actual value.



United Nations Development Program (UNDP)
2001 Report on Armenia regarding “Privatization Certificates”

The U.N. had this to say about the privatization process during the 

transition period in the 1990s:

“Using these certificates to ensure a wide outreach of the privatization 
process proved an illusion of social justice as there was no logical 
continuation for making investments by certificates through appropriate 
tools and regulations” (UNDP 2001, 60).

“Specifically,” the Report continues, “there were neither investment 
funds nor other market infra-structure.  Instead, having no alternatives, 
the citizens converted their certificates into cash, receiving more or 
less 30-40 percent of the nominal value.  Thus, the certificates did not 
achieve the main objective for which they were issued” (UNDP 2001, 
60).

In point of fact, the purchase of these certificates by wealthy individuals 
at well below their nominal value, led to the concentration of capital in 
the hands of a few rising families, who, through this process of private 
accumulation, came to monopolize the wealth and resources of the 
country.



Privatization, Foreign Capital, and Transnational

Corporate Ownership in Armenia

Today much of the Armenian economy is privatized and is in the hands 
of foreign investors who have amassed huge profits through control of 
the country’s human and natural resources. 

To list a few of these sectors of the economy:

The telephone system was initially acquired and operated by a Greek 
company, Armentel, which obtained monopoly over the internet lines 
that it leased to Arminco, an upstart Armenian company at the time.

Today, there are several large companies which operate the Armenian 
telecommunications network, including VivaCell MTS, BeeLine, Ucom, 
and RosTelecom).

The chemical industry became dominated by the Nairit Corporation,
a Russian joint venture, at the time, which no longer exists, as the 
entire chemical industry nearly collapsed soon after independence.



The water supply, earlier managed by an Italian company, Acea, 
was later taken over by two French companies. The Yerevan Water 
and Sewage Company has contracted its operations to the French 
companies Veolia Water and SAUR International.

The electric distribution system, earlier controlled by a Russian 
company, is now operated by the Tashir Group, an Armenian 
diasporan corporation. 

Tobacco production is controlled by a Canadian joint-venture.

The Armenian liquor industry is largely owned and controlled by a 
French firm, Pernod-Rikard, which bought $600 million worth of 
assets for a fraction of their value (for $30 million!).

The foreign control of key sectors of the Armenian economy is 
accompanied by the closure of 40 percent of industrial plants, with 
another 20 percent being partly closed, while 60 percent of the 
factories that still operate are large firms belonging to wealthy 
Armenian families or foreign investors. 
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Source: Republic of Armenia, National Statistical Service, reports of various years.  Cited in United Nations Development

Program (UNDP), National Human Development Report, Armenia 2001: 10 Years of Independence and Transition in Armenia

(New York: UNDP, 2001), p. 77.



Foreign Investment, by Country, 2011

Source: National Statistical Service of Armenia as reported in Global SPC Invest in Armenia.



Source: United Nations, World Investment Report 1999 and 2000 (New York: U.N., 1999, 2000).  Cited in United Nations Develop-

ment Program (UNDP), National Human Development Report, Armenia 2001: 10 Years of Independence and Transition in Armenia 

(New York: UNDP, 2001), p. 111.



The privatization process and an “open door” policy 
toward foreign capital in Armenia since Independence 
has led to further integration of Armenia into the global 
economy, which has had a great impact on the 
Armenian economy and the Armenian people.

This impact could be seen clearly during periods of global 
economic crises, such as the one we have witnessed in 
2008-2009.

The impact of such economic downturns translate into a 
decline in exports and a drop in the rate of economic 
growth, which may have long-term negative effects on 
the national economy



Exports and Imports, 2002-2011

Source: National Statistical Service of Armenia as reported in Global SPC Invest in Armenia.



GDP Growth (%) and GDP Per Capita (U.S. Dollars), 2001-2014

Source: National Statistical Service of Armenia as reported in Global SPC Invest in Armenia.

In 2009, as a result of the global economic crisis of 2008-09, Armenia’s GDP declined by 14.2%, one of the deepest 
declines in the region. Since 2010, the economy has entered a period of recovery, although more recently growth 
has slowed. According to official estimates, growth for 2015 stood at around 3%.

Source: United Nations Development Program, Rapid Integrated Policy Assessment in Armenia (Yerevan: 2017), p. 3.



More Armenian Companies to be Privatized

Recently Armenia’s parliament has allowed the government to 
privatize the national postal service and dozens of other state-
run enterprises, hospitals and recreation facilities.

The National Assembly has approved a list of 47 entities subject 
to privatization over strong objections voiced by its opposition 
minority. 

The government says that they are in need of serious capital 
investments which can only be raised from foreign private 
sources.

The entities slated for privatization include the country’s main 
oncology clinic and a children’s hospital in Yerevan. 

The private sector now accounts for more than 80 percent of the 
country’s Gross Domestic Product.



One of the most important business enterprises on the 
privatization list has been the Haypost postal service.  Haypost 
has been managed for the past decade by a company controlled 
by Eduardo Eurnekian, an Argentinian billionaire of Armenian 
descent who has extensive business interests in Armenia. With 
some 900 offices across the country, it not only provides 
traditional postal services but also collects utility payments and 
some taxes and duties, handles wire transfers of cash and 
distributes travel insurance.

Haypost



Overview of Contracts with Private Water Companies

The private companies operate under three contracts with the government:

•A 10-year lease contract for the Yerevan Water and Sewerage Company, serving 1.1 
million inhabitants. The contract is held by the French company Veolia Water. The 
contract, signed in 2005, was preceded by a 5-year management contract held by a 
consortium led by the Italian company Acea. A parallel investment program is being 
financed by the World Bank.

•A management contract for the service area of the Armenia Water and Sewerage 
Company (AWSC), serving 37 towns and 280 villages throughout the country with 
about 600,000 inhabitants. The contract was initially signed for a duration of 3 years 
in October 2004 and then extended by another 3 years. It is held by the French 
company SAUR International. The project is supported by the Asian Development 
Bank.

•A management contract, also for an initial duration of 3 years, for three regional 
water companies (Shirak, Lori and Nor Akunq) serving 5 towns and 37 villages with 
375,000 inhabitants in the North of Armenia. The contract, signed in August 2009, is 
held by the German company MVV. The project is supported by German development 
cooperation through KfW development Bank.



Prospects for Development of the Armenian 

Economy and Society in the 21st Century

• Given these developments, what impact will privatization and foreign direct 

investment have on the future course of economic and social development 

of Armenia and the Armenian people?

• How will the Armenian government protect national resources from foreign 

control and domination, reduce wealth and income inequality, and provide 

an equitable social system for the Armenian people?

• What course of action will Armenian society need to take to improve the 

lives of its citizens? 

• Will privatization and foreign investment assure the future development of 

Armenia to become a more prosperous society for all Armenians?

• Or will Armenia become embroiled in social inequality, corruption, conflict, 

and social strife that would tear down its social fabric? 

• It is up to all of us to decide which path to follow to secure our future.
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