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The dominance of politics in the economy
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It is not that long ago that multinational corporations
took on greater political importance in the course of
globalization. It is said that multinationals dominate the
decision-making processes of national governments,
that they in fact dictate legislative drafts and turn gov-
ermments into little more than puppets. Often, this kind
of criticism came from circles that themselves were
unhappy with the social / redistribution policies of their
governments. This thinking also gave rise to the Ger-
man supply chain diligence law (Lieferkettensorg-
faltspflichtengesetz): If multinationals are really that
powerful, they might as well implement European social
policy ideals in the countries in which they are active.

The folly of this concept already became obvious during
the COVID-19 pandemic, when entire economies had
to shut down their economic activities due to govemn-
ment regulations. It has become even more obvious
since the escalating rivalries between the West and the
Chinese-Russian axis, and also within these (by no
means monolithic) blocks.

And since the beginning of 2026, these rivalries have
also entered into a new phase. The international power
constellations continue to shift following the arrest of
Nicolds Maduro by the US military and the unrest in
Iran, which could culminate in the downfall of the Aya-
tollah regime. Added to the above are the escalating
the war in Ukraine and Saudi Arabia's military interven-
tions in south Yemen. Meanwhile, Russia is becoming a
strategic player in Madagascar; China is increasing its
military presence in the Taiwan Strait while also impos-
ing new strict sanctions for dual goods against Japan.

While these actions are also driven by economic as-
pects, including efforts to secure sea routes, the main
focus is on the strategic objectives. While access to
Venezuela's oil reserves promises to generate significant
income for American companies, it will also require
years and billions of investments in oil production.
Rather, access to Venezuela's oil reserves secures US
dominance over Russia, Iran and China. If oil prices fall
significantly, Russia would find it more difficult to finance
the war in Ukraine, and the demise of the regime in
Iran would only accelerate, even more so than we are
witnessing currently. China, on the other hand, would
become even more dependent on Russian deliveries.

If there is one political lesson that has endured since
WWI, it is the fact that it is never a good idea to un-
derestimate or write off the United States. Until now,
no world power - not the Soviet Union or China - has
been able to break the dominance of the US. The same
is true when it comes to the economy; time and time
again, those who say that the US has lost its develop-

ment capacity turned out to be wildly off the mark.
Neither Japan nor China have been able to outdo the
US in terms of its ability to adapt and innovate (at least
until now). This is even more true in the case of the
European Union (EU), which is far from being an equal
of the US in terms of security policy and the economy.

American dominance is based on the insight that eco-
nomic strength is the prerequisite for global strength.
The discussions in the EU, particularly in Germany and
France, with regard to achieving greater security policy
independence and sovereignty from the US, will come
to nothing if Europe does not become a bigger eco-
nomic player. A key criterion is strengthening the com-
petitiveness of Europe's national economies. This can-
not be achieved by even more government interven-
tion in markets, but by creating a better environment
for private investors. Otherwise, innovations - even if
they are based on ideas that were developed in Euro-
pean research institutions - will continue to be imple-
mented in the US.

The disadvantages of Europe's relative weakness vis-a-
vis the US are becoming obvious not only in the tariff
dispute but also in the recent developments surround-
ing Greenland. In this case, the US is not treating Eu-
rope as an equal partner. And it would be wrong to
think that this would not happen with a different US
president. Both political camps in the US view Europe
as nothing more than a junior partner.

The new world order, the emergence of which we are
currently witnessing, offers - what else? - opportunities
and risks for the economy. The shifting power constel-
lations entail the risk of armed conflict and create new
investment opportunities. If those in power are able to
manage this risk, then the opportunities may prevail.
The year 2026 will be a decisive year in this context.
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