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Abstract

Het lijkt steeds meer ‘bon ton’ te zijn om in elke maatschappij-analyse het concept ‘ globalisering’ op
zijn ming even te vermelden, a was het maar in de vorm van een vrijblijvende voetnoot. In
wetenschappdijk onderzoek, in het politiek discours of in fijnzinnige verdaggeving blijkt men er vedd
van uit te gaan dat de introductie van deze term hedl wat werk overbodig maakt. Globaisering is een
handige ‘deus ex machina’ die vask ten onrechte in het verhaal gebracht wordt. Gezien de
aomtegenwoordigheid en domvattendheld van globaisering is het evident dat er niet dtijd met de
nodige kritische omzichtigheid wordt mee omgesprongen. Dan zou immers blijken dat het ‘populaire
beeld’ dat over globdisering bestaat niet strookt met de empirische dimensie ervan. Als empirisch
verschijnsd is globalisering onmiskenbaar, maar tav. dat ‘populaire beeld evengoed een
‘overstatement’. Er bestaat echter nog een andere, minstens even belangrijke dimensie van
globalisering: potentiéle globaisering. De klassieke wetenschappelijke methodes zijn niet meteen in staat
om deze dimensie fatsoenlijk in kaart te brengen, waardoor velen ze dan ook gemakkelijk aan de kant
schuiven. Toch zijn er heel wat argumenten voor handen die leiden tot de vaststelling dat deze ietwat
onvatbare potentiéle dimensie best wel effectieve gevolgen kan hebben. Globalisering is niet louter,
maar 60k een mythe, en - zo blijkt - een mythe met een hoge politieke bruikbaarhe dswaarde.

Carl Devosis assistent bij de Vakgroep Politieke Wetenschappen (Universiteit Gent).

It is quite fashionable these days to mention globalisation in academic research, political
speeches or a news coverage. |n many occasions, those who mention globalisation assume that
they can refrain from a more elaborate analysis since the introduction of the ‘ deus ex machina’
globalisation does the trick. Since globalisation is such an ubiquitous and all-embracing
concept, it is rather evident that in many cases, a critical attitude is lacking. If one approaches
globalisation more carefully, it becomes clear that the popular perception of globalisation does
not correspond with the empirical dimension of globalisation. Globalisation is, as an empirical
phenomenon, unmistakable but also an overstatement. However, there is another, and very
important, dimension of globalisation: potential globalisation. The fact that it is rather difficult
to examine this dimension using the standard procedures of scientific research does not imply
that potential globalisation has no real consequences. Globalisation suffers from a kind of
mythol ogisation which gives it a high political utility.

Carl Devos is Assistant Researcher in the Department of Political Sciences at the University of
Ghent (Belgium).

Dans toute éude academique, article de presse ou discours politique, il est devenu de coutume d'au
moins mentionner la ‘mondidisation’. Généraement, ceux qui emploient cette notion s abstiennent d’en
définir le contenu exact, puisque cette référence doit suffir a elle-méme - tel un deus ex machina.
Puisgue la mondidisation est une notion tellement vaste et présente, un examen approfondi de cette
réalite méme fait souvent défaut. En éudiant et en cernant de plus prés cette notion, il s avére que la
perception populaire de la mondidisation ne correspond pas asa dimension empirique. La mondialisation
existe évidemment, mais elle est en méme temps surestimée dans ses conséguences, dans ses origines
et dans son ampleur. Il existe cependant une toute autre dimension, celle d'une mondialisation
‘potentielle’ . Les méhodes scientifiques classiques n’arrivant pas abien cerner cette dimension, elle est
facilement écartée. Néanmoins, son introduction permet de mettre en évidence I’ utilisation stratégique
du discours habituel sur la mondialisation. En effet, celui-ci peut étre analysé comme un mythe puissant,
servant des objectifs politiques et industriel's bien concrets.
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‘The world isa man’s doing, not something done to him’
CharlesE. Lindblom (1977)

‘The great ennemy of truth is very often not the lie, deliberate, contrived and dishonest,
but the myth, persistent, persuasive and unrealistic’
John F. Kennedy

“ Globalization is a myth suitable for a world without illusions, but it is also one that robs us
of hope. (...) One can only call the political impact of * globalization’

the pathol ogy of overdiminished expectations.

Many over-enthusiastic analysts and politicians have gone beyond the evidence in over-stating
both the extent of the dominance of world markets and their ungovernability.

If thisis so, then we should seek to break the spell of this uncomforting myth.”
P. Hirgt & G. Thompson (1996)
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1. Introduction

principles of organisation in the world order: oneis essentidly political and organizes the

world's population as subjects of a series of formally distinct sovereign states, the other
is essentidly economic and organizes the world's populaion as participants in a sngle world
production system (Hopkins and Wallerstein 1982). As with previous centennial celebrations, there
isalot of confuson about the true nature of recent (perceived) ‘changes. Some analyds perceive
fundamental changes in the structure of the production process and in the political regulation-systemt
governing that process. “The contemporary world is undergoing a certain revolution, a quiet but
profound revolution, a revolution of globdisation. In this way, we are experiencing a ‘new world
order’” (Scholte 1998:2). True, the Lindamental questions about government and poalitics, about
market systems and about the relations between the two have, for a long time, been mgor time-
consuming issues of academic research and political debate, as they were subjects of sublime
thinking (eg. Lindblom 1977; Heilbroner 1985). Yet today, there is a restless concern and
widespread commotion about the future relation between the territorid sovereignty and the ‘invisble
hand’ of the market system, a solicitude which seems to be more pronounced than some decades
ago (Elkins 1995). The question is whether the state is gill cgpable to maintain its position on the
‘commanding heights and whether the battle between government and the marketplace is indeed
remaking the modern world (Y ergin and Stanidaw 1998).

The threatening strength of globa capitalism, the ‘new Leviathan' (Ross and Trachte 1990), is
disciplining state and non-dtate actors (e.g. trade unions) al over the globe. These actors are
shivering with fear, so the story goes, because the exit-option of globa capital is submitting them to
‘davish dependence. The conditions imposed by productive and financid mobile cepitd are
narrowing the policy-options of nationd and regiona governments. At leaedt, this is what is
proclamed in popuar discourse, in contrast to different findings of scientific research: the intengfied
threat posed by the exit-option is the result, according to popular belief, of globaisation, a process
which is increasing the mohility of capitd and extending the list of possible production-sites. But not
only the ‘rank and file€ are turning towards globdisation when things get blurred.

At the turn of the ‘long twentieth century’, there seems to be two fundamentally different

Globalisation is the latest *buzzword’ “to which observers resort when things seem different and
they cannot otherwise readily account for them. That is why, it is reasoned, a great variety of
activities are labeded as globdisation, with the result that no widdly accepted formulation of the
concept has evolved. Different observers use it to describe different phenomena, and often there is
little overlap among the various usages’ (Rosenau 1997:360).2 The reault is that the globalisation
terminology is subjective, ill-defined or somewhat vague.  Thisis not surprising as it encompasses a
complex array of dynamic, interacting forces whose own parameters are not easy to establish (Dent
1996).

There is a great diverdity of interchangesble terms such as internaiondisation, interdependence,
globdisation, and so on. But there are dso very red dangers in not distinguishing clearly between
certain trends towards internationdisation and some versons of the globdisation thesis. It is often the
case that evidence from cautious arguments is then used cardlesdy to bolster more extreme ones, to
exaggerate and extragpolate modest changes, to build a common usage when there needs to be strict
differentiation of meanings. It aso confuses public discussons and policy-making, reinforcing the
view that political actors can accomplish less than is actudly possibly in a globd system (Hirst and



Thompson 1996:4). So, it seems that globdisation aso became a kind of myth. A myth with a huge
srategic importance. As John F. Kennedy once stated: “The great enemy of truth is very often not
the lie, ddiberate, contrived and dishonest, but the myth, persstent, persuasive and unredigtic.” (Lang
and Hines 1993:149) Globaisation is not alie, snce it refersto red, undeniable processes which no
clear mind can disregard. But out of these real processes, a myth arised. So, there can be no
misunderstanding: globalisation is not just but dso a myth.

The myth of globdisation is suitable for aworld without illusons, it is a myth that robs us of hope:
“One key effect of the concept of globaizatiion has been to parayse radicd reforming nationa
drategies, to see them as unviable in the face of the judgement and sanctions of internaiond
markets’ (Hirst and Thompson 1996:1, who label the political impact of globdisation *the pathology
of over-diminished expectaions). Indeed, many over-enthusiastic andysts have gone beyond the
evidence in over-gating the extent of the dominance of world markets, their ungovernability and the
powerlessness of date-actors. Ruigrok and van Tulder (1995) explan the succes of the
globdisationrmyth by its pogtive, if conflicting, connotations. Globdisation promises a better
tomorrow, suggests harmony, ‘interdependence’, and apped s to the hope that old rivaries between
people will be overcome. Globaisation conveys an impresson of strength, of hedlthy and vigoroudy
expanding firms and economies, heading towards gregter efficiency and increasing wedth. But, the
find reault is the same these powerful images mobilise support in various kinds of domegtic
bargaining arenas, where some parties are sruggling to maintain whatever influence they have over
firms, trying to escape from this arena, in order to comply with the rules of the globad market
(Ruigrok and van Tulder 1995:168-169).

The reault of this ideological project is a popular, be it ‘wrong’ and mideading, perception: the
idea that the world is heading, in the next century, for a fundamenta shift, a kind of ‘Great
Transformation’ (Polanyi 1944): a century in which time nor place, history nor geography matters,
in which globd capitd is sourcing dl over the dobe, dong and across borders, looking for the
ultimate cost-reducing Ste. In this battle of dl againg dl, no sngle worker, sate or firm isimmune to
this disciplining force. According to this belief, the inviolable rules of the free market are setting
workers againgt workers, states againgt states, regions againgt regions. The borderless capita
evauates the dtate as too rigid and corpulent and propagates, once again, the ided of the ‘minimal
date’. So, it isa popular thing to say that the state is ‘withering away’: the Keynesian Welfare State
(KWS) is digntegrating and is being replaced by a form of ‘competition date, eg. the
Schumpeterian Workfare State (SWS).* The European wefare states are undergoing strong
incentives, perhaps dictates, towards dragtic adjustment. Resistance seems futile, Snce no one can
escape the SAP (structurd adjustment program) drafted by the global marketplayers.

Is the *propendty to barter, truck and exchange one thing for another’, as Adam Smith (1976)
puts it n his ‘Theory of Moral Sentiments, is the smple fact of surviva in the economic rat race
rendering the nation date obsolete or superfluous? Does the contemporary ‘Economic Man’
prevents the surviva of the welfare state, as he was once indispensable for the congtruction of that
state?

So, in this paper on the mental dimension of globdisation, we must aso address the andlysis to
the empirical dimenson of globaisation. The modern verson of ‘beggar-thy-neighbour’, the
competitive provison of investment-incentives, indeed demands for a structural adjustment at al
policy levels governing the socio-economic domain. But, perhaps these adjustments result less than



we think they do from the empiricd dimenson of globdisation. They could easlly and dso be the
product of the myth of globdisation.

This paper will try to argue and reason that propogition. This means that it is not, & first, a paper
about empiricd globdisation, the structurd trangtion of production systems, trade, investment,
NIC's, etc. Although | will briefly and sdective consider these trends’, the main message is one of
criticizing a belief, a perception that shapes the definition of the Stuation. That definition of a specific
Stuation - which is a human congtruction not an inescapable® objective fact - is shaping human
behaviour. One message of this rather theoretica and abstract paper is that there is no acceptable
and suitable way to deliberate how much of the generd fear for the harmful effects of globdisation
can be judtified on the bass of scientific research and, more importantly, that this is not a huge
problem.

The point is that in many minds of the massss’ the global restructuring process has become a
certainty, an unavoidable fact. My thesisis that as an empirical phenomenon, globaisation isindeed
a mgor overstatement: that in the empirica redity, globdisation is not so progressed as generd
perception asserts. But at the whole, globalisation seems to be an addictive mindgame. Therefore,
this theoretical paper will dedl with the mentd, ideological dimension of globaisation and suggest a
potentid point of view, a possble gpproach of current evolutions. It wil therefore consider the myth
of globaisation. That does not mean that globaisation isjust a myth, a satement which should clearly
be consdered as a misteke. Globalisation is not just but also a myttf, and the kind of
mythologization globalization is suffering from gives it a high political utility. In this contribution, some
arguments are put on the stage which could clarify this debate.

Indeed, I'm well aware of the fact tha there is a wide variety of views that use the term
globdisation and that there are severa globdisationversons of which some make far less radicd
claims about the impact and bearing of globalisation than others. There could arise some criticiam that
I'm focusing too narrowly on the mogt extreme versons of the globdisation-thess. In order to
riposte that remark, I’dd like to use the words of Hirst and Thompson (1996) when they replied to
smilar comments. “Indeed, in criticizing such postion we might be held to be demolishing a sraw
man. On the contrary, we see these extreme views as strong, relatively coherent and capable of
being developed into a clear ided typica conception of a globalized economic system. Such views
are dso important in that they have become paliticaly highly consequentid. The most doquent
proponents of the extreme view are very influential and tend to set the tone for discussion in business
and palitica circles. Views that shape the perception of key decison-makers are important and thus
are aprimary target rather than amargina one.” (Hirst & Thompson 1996:3-4)
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2. Never judge a book by its cover

2.1 Palitical preconditions

noticeable in most European countries. All the mgor actors of the socio-economic

systent, workers, firms and the State, enter to a high degree into the logic of the global
process of restructuring shaping the outline of contemporary society: deregulation, privatisation,
liberdisation and competition. When reading successful books from influentid writers, such as Robert
Reich’s ‘The Work of Nations' (1991) or Lester Thurow's ‘Head to Head' (1992), it seems like
the only solution left. The Economist has put into winged words the central idea of this ‘pensée
unique’: “In much of the world over the past 20 years, thinking on the proper roles of government
and the market has changed profoundly. It is no exaggeration to cdl this change a conservative
revolution. Almost everywhere, and far more than modern *centre-left’ parties are willing to admit,
what was once regarded as conservative thinking has become the new economic orthodoxy. In many
cases the traditiona debate between ‘left’ and ‘right’ has been abandoned dtogether (...). In others
the ground has shifted to questions that used to be regarded as of secondary importance. For
indance, rather than arguing about the merits of privatisng state-owned enterprises, political parties
are more likely to disagree about exactly how, once privatised, the enterprises should be regulated.
Almost everywhere, the old left has capitulated. Almost everywhere, ‘modern’ centre-left parties are
much like traditional, moderate conservative parties, though with up-to-date public relations and
added sdlf-righteousness. As aresult, the range of policy choices receiving serious congderation has
narrowed dramaticdly. In this new consensus - in theory, & least, though by no means dways in
practice - markets have the upper hand. Taxes and public spending are best kept low; public
borrowing is dangerous; inflation is not to be tolerated; explicit economic intervention by the date
must aways be justified. This much and more is common ground.” (The Economist, april 18" 1998,
book review p.5)

The ‘consarvative revolution’, with Rondd Resgan (Resganomics) and Margaret Thatcher
(Thatcherism) as well-known protagonists and Milton Friedman and Friedrich August von Hayek as
the well-known banner-bearers, revived the ‘ conventiond wisdom’ that the ided state was not the
‘Nanny dat€ but a more minima date and that deregulation, liberdisation, privatisation and
competition were to become the strategic instruments of al governments.

Paul Hirg thinks that these ideas are part of ‘the new common senseg’: “The naotion that an
integrated global economy has developed in recent decades has become part of the new commen
sense. It is widely beieved that nations, firms and individuas have no option but to adapt to the
intengfying globa competitive pressures or go under. Didtinct nationd economies it is clamed have
dissolved into the world system, and with them has gone the posshbility of macroeconomic
management by national governments. The new globa system is driven by uncontrollgble internationd
market forces and is dominated by transnational companies that produce and sell wherever economic
advantages dictates. States cannot govern world markets and they have to accept, if they are not to
disadvantage their societies, that the only role remaining to them is to hep make their territory
atractive to internationd mobile capital. Globdization is not just a trendy concept - bdief in it by
politicians, media commentators and academicsis politicaly highly consequentid.” (Hirst 1997:206).

These political conditions stimulated the worldwide expansion of economic activity, which were
possible thanks to a series of (information)technologica advancements. Trade, foreign direct

The benevolent compliance with the ‘best-practice’ of the ‘post-Westphalian order’ is
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investment, merger and acquigtion, globa (out)sourcing, globd networks, transnationd corporations
and many other ‘hot issues are being conscientious analyzed in order to capture the State of affairs at
the end of the twentieth century. But one of the topics generdly consdered in this context is
particularly relevant: the idea that dates are, to a high degree, in competition with one another. In the
era of ‘hypercompetition’, described in the influential book of Richard d’ Aveni (1994), the message
isno longer * cregtive destruction’ ala Schumpeter but mainly ‘ destroy competition’.

2.2 'Glocalisation’ as an acceptable compromise?

globdisation and (macro-)regionaisation: “The globdisation of the economy is driven by

the interpenetration of the advanced cepitdist countries and in particular by the
intengfication of transfers among three economic macroregions. North America/lUnited States, East
AsaJgpan and Europe/European Union. (...) Economic globdisation has a pronounced geographic
dimengon. It has led to economic regiondization and political atempts to inditutiondize regiond
economic cooperation.” (Axtmann 1997:34) Globdisaion was ‘driven by’ and ‘has led to
regiondisation. Cause and consequence, the ultimate illustration of the intertwined bound™ between
globalisation and regiondisation?

Anyway, two different metaphors are used to characterize the current state of interdependence.
Given the wedth of data that is used to support each of these metaphors, it is increasingly difficult,
according to Andrew Wyatt-Wdter (1995), to discern which of them, regiondisation or
globalisation, better describes our present Stuation. Asthe GATT stated, 52 per cent of world trade
in 1990 was intra-regiond, or within trading blocs. In contrast, the UN’s World Investment Report
1992 suggedts that the increesngly centrad role of transnaiond firms in the world economy
necessitates that we do away with our state-centric understanding of the world economy. Thereisno
evident answer to the question which metaphor is most suitable to describe the empirical dimension
of redity. In important respects, so Wyatt-Walter continues, they are both mideading as
representations of a broader redlity. Second, both regionalisation and globaisation are dippery and
imprecise concepts, reducing their vaue as metaphors. Third, while regiondisng and globaising
tendencies are both a work in the contemporary world, these tendencies are a present more
symbiotic than contradictory. Therefore, Wyatt-Walter concludes that neither regionaisation nor the
metgphor of globalisation is entirdy helpful.

A s Roland Axtmann puts it, there should not be any kind of antagonistic relation between

In spite of these critica remarks - for which Wyait-Water only serves as an example - on the
vagueness of both concepts and the ambiguous interpretable data used to defend them, there is a
general accepted consensus™ that according to the results of a grest mgority of the scientific
rescarch on that matter, regiondisation is the mogt fitting term to describe the current gate of
interdependence, especidly in the case of the EU. The data used are blatant: economic exchanges
and operations are, for the time being, predominantly concentrated within a specific (macro-) region.
This means that in generd, economic globdisation is not so globd at dl. Even the operations of
multinationals™ continue to vary systematically aong nationd lines. Kdler and Pauly (1997)", Hirst
and Thompson (1996) and Ruigrok and van Tulder (1995)** consider the ‘global corporation’ as a
myth.

However, according to Michagl Newman (1996) it seems reasonable to suggest that the global
economy is the more dominant interlocking system since its condraining pressures would exist
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irrespective of the existence of the EU and because the latter is, at least in part, an attempt to control
some of them. That is why globaisation and regiondisation are no antagonigtic terms: regiondisation
could be seen as a dtrategy to restrict and control some of the pressures of globaisation. Indeed,
snce economic transfers are increasingly evolving on a supra-nationd cross-border level most states,
irrespective of thelr Sze and location in a specific region, are to some degree subjected to William
Greider’s (1997) ‘manic logic’. So, dfter this utmost brief sdection of the different visons and
argumentation on globdisation and regionaisation, one thing is rather clear: only a nuanced answer,
that leaves room for exceptions and variation, is suitable. And that answer points in the direction of
regiondisation.

The end of the postwar Fordist regulation a the beginning of the 1970s went hand in hand with an
intengfication of the ongoing changes in the internationd divison of labour (Frobe, Heinrichs and
Kreye 1980). In the words of James Mittelman, “the familiar imagery of a core, semi-pheriphery,
and periphery no longer applies to a new structure that envelopes both verticaly integrated regiona
divisons of labour based on the digtinctive comparative advantages of different locations, and
horizontaly diversfied networks wich extend their activities into neighbouring countries as part of
corporate drategies of diversfication and globdization.” (Mittelman 1997:77) Indeed, the world
today seems more integrated than the one in which Lenin wrote his anadyss of imperidiam, but it's
not only a mere impresson that there is something different about the scdes on which human
activities develop.

A fascinating idea is the concept of ‘jumping of scales’, a concept contrived by geography. | will
apply this concept to the subject under consideration because it enables to clarify thingsin a broader
perspective. In short, Swyngedouw (1996, s.d.) considers scale no longer as fixed, stable and frozen
moments. Scale is neither ontologicaly given nor a paliticaly neutra discursve srategy. The current
process of re-scaing has important political consequences and some clear empowering-
disempowering effects. Scades of socid regulation/reproduction and scales of production have
changed, but while socid regulation tended to move downward (individud, region), scdes of
production have become supranational, certainly cross-border. Furthermore, socid relations, of
which power is an inherent feature, are framed in a specific Spatia-tempora dimension. Power has,
in many cases, to do with control over a specific space or scde (local, regiond, nationd, global), for
as long as possible or necessary: the dliances which socia groups or classes forge over a certain
spatia scale will shape the conditions of appropriation and control over place and have a decisve
influence over reative socio-spatial power pogtions. Existing scaes are the result of preceding
struggles for power and can be adapted to the changes in socid (power) relations. In other words,
the dominance of a certain scade - eg. the nationd levd - in a political system is the outcome of a
power-relaion and smultaneoudy influences the continuation of thet relation.

The increased mobility of capita, goods, services and information, has severe consequences for
the digtribution of power within a certain society and exerts influence on the scde at which regulation
of production will be determined. In other words, the power to move, and - the red point - to move
more than others, is of huge socid sgnificance. It must be underlined that it is relative mobility which
is & issue. The mechanism is smple: the rdatively mobile/powerful try to stabilise the power position
sources of others in part by tying them down in place (Massey 1996), while possessing the freedom
and ability to overcome space by commanding scale. In short, place matters, but scale decides. The
spaces of the circulation of capital have been upscaed, while the regulation of the Fordist production
- consumption nexus has been down-scaled™, shifting the balance of power: “ Decentraization of
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bargaining and resegmentation of labour markets have dtered the sability of the wage hierarchy.
Under Fordism, nationwide or sectora key collective agreements used to set the pace and norm for
wage formation in other sectors. (...) Mot of these conditions vanished during the 1970s. (...) The
welfare and Keynesan date is itself under pressure from business associations and conservetive
governments” (Boyer 1995:43) Fordig nationa collective agreements no longer rule wage
formation, the regulation of wage and labour conditionsis gradualy and partialy being rescaed to the
levd of the entreprise.

So, power is based on the relative mobility of some and on the fixation of their opponents on a
certain scale. Capital derives power from increased mobility, enabled by the process of globaisation,
and from the sdective refusd of political actors to organize accurately on the globad or even
European scale, ance they are unwilling to hand over more deciding competences, for ingance in the
fidd of socid regulation, to these scales. Indeed, there have been some forma trandfers of
competences in that field, but they do not entirely amount to a real, meaningful competence of the EU
on, for ingance, socid security and legidation. These competences have in severd EU-member
sates been partialy transferred to the micro-regiond level, while the Union itsaf was chosen for the
‘high palitics of the EMU and Maastricht-criteria, enabling the Union to define the generd contours
of economic proceses and the national scope for policymaking. The change of the rdative
importance of scales, the fragmentation of competences in the fidd of socid and labour policies,
employment palicies, etc., iswhat ‘jumping of scaes isabout: “This (Stretching process) is a process
driven by dass, ethnic, gender and cultural struggles. On the one hand, domineering organizations
attempt to control the dominated by confining the latter and their organizations to a managesble scae.
On the other hand, subordinated groups attempt to liberate themselves from these imposed scde
congraints by harnessing power and insrumentalities at other scales. In the process, scde is actively
produced.” (Jonas 1996, o.c. in Swyngedouw 1996)

Let me take the argument a little bit further, on the dippery fidd of devisng an debatable
supposition, by extrgpolating this reasoning on a pure hypothetica basis. The objective of this far-
reeching exaggeration is to draw the atention on a quite modest, Smple but neglected thesis. My
only intention is to illuminate a pure theoretical assumption, which is not an empirica observation, in
order to take into consideration what must be considered as one possible approach. This approach,
which is one out of many, could possibly have some vaue in understanding current transformations. It
isapoint of view which could be considered in research conducted with an open mind.

One could suggest, as an unprovable and speculative hypothes's, that it becomes an interesting
drategy for domineering indugtriadl groups, to emphasise differences and competition™ between
different locations. At least it could be a pleasant stroke of luck if those differences between ‘we and
them’ were becoming important™’, if dominated groups such as workers were tied down in a certain
place on a certain scae/palicy level (the region/national state). The downward jumping of scales of
severa competences which determines to a high degree the cost of production in that place™ is not
only favorable for the demassification of labour but aso implies an incitation of setting one location
againg the other. In this *hypercompetitive context’ of perceived globdisation, where states have a
very consderable role to play in the determination of the production costs, Martin Rhodes argues
that “(...) with the more acute competition in goods and services semming from the cregtion of the
sngle market and the lowering of internationa trade barriers, there may be a growing degree of
competition among regimes due to their variable socid codts. This could concelvably produce ‘ socid
dumping’, ‘regime shopping’ by footloose firms and ‘socid devaudion’ by member-state
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governments.” (Rhodes 1998:109) According to Rhodes, the existence of territoridly dispersed
authority over socid policy creetes the possibility of competitive deregulation as wel as regime
shopping by firms, which may have an important impact on nationa regulatory systems by forcing
the renegotiation of loca or nationa bargains with unions and governments. The ambition of each
location to do better than the othersin atracting new investment and keeping existing activities, could
erode state autonomy in a number of ways. After dl, it is not improbable that a dightly pathologicd
form of the discourse of competition defiles the minds of leaders and masses'®, which are - according
to Gérard Lafay (1996:7) - ‘confused’ by globdisation

However, there is little new about suchlike conclusons. For instance, Engels indicated in ‘The
conditions of the working class in England’ (1968), written in 1845, that the power of unionswas
dependent on the place and scale on which they were organised. So, it seems to be a recurrent
phenomenon that, during periods of great socid, economic, culturd, political and ecologicd turmail
and disorder - which we try to capture with the label globdisation -important processes of
geographica re-scaing take place that interrogate existing power lines while congtructing new ones.
Swyngedouw underlines that changes in scales of production/reproduction can go ether upward or
downward, but will dways express new power reations and shift the balances more to one Sde than
to another. Over the past decades, it has indeed been mainly capital that ‘jumped’ upward while in
many cases (and with varying degrees of resstance) the regulation of |abour conditions and other
cost-relevant competences moved downward. Regulatory codes, norms and indtitutions as well as
economic processes are spatidly jumping from one scae to another.

The increased dgnificance of the enterprise in collective bargaining is an indication of the
downward movement of socia regulation. The divison of tasks, based on the Fordist compromise,
was regulated at a nationa level. The bureaucratic regulation of the wage nexus a the scae of the
nationd state was something which the labour movement struggled hard for throughout most of the
century. That regulation became more problematic when asignificant part of the production system
supranationalised or when amgjority of the mass workers confronted cheap import competition. The
argument of this paper, developped in section three, is that it is not very relevant if these processes
are just percelved or believed rather than to be judtified on the bass of empirica research. The
lowering of the scale of work and socid regulation towards an individua and regiond level coincided
with a heightening of the scale a wich the generd framework of the economy and capitd were
regulated, namely at the leve of the EMU. This detachment of the regulation of different agpects of
the economic cycle, which was assured under Fordism by a national socid compromise and led to
the virtuous circle of the ‘Golden Age (the historical exceptional period of prosperity and progress
between 1950 and 1970; see Maddison 1991) is what is changing the relevance of the scales under
consderation.

And the point is that the surrender of nationd policy autonomy is not the inevitable consequence
of a process of globdization: “In the first place, globaization in the full sense of the word - the
‘subsuming and rearticulation of individua nationa economies within a globa system by internationd
processes and transactions' does not at present exist, even if a number of its features (the
organization of the internationd divison of labour within transnaiona companies) are being
established. Second, countries are not forced to liberdize exchange controls by anonymous
internationa forces.” (Rhodes 1998:110) These are the result of conscioudy taken policy choices.
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2.3 ‘Gone with the wind'

A complex assemblage of forma and informal codes, practices and regulations, based on a

profound common understanding, governed the socio-economic system. Before post-war
Fordiam, these mechanisms were aso embedded at the local level while under Fordism they became
predominantly part of the nationd inditutionalized compromise and an essentid foundeation of the
Keynesan welfare Sate.

It is tempting, in this era of globdisation, to predict the ‘withering away’ of the nationd Sete.
There seems to be a widespread conviction among opinion leaders that the nationd state will be
blown away by globdisation, with the force of the North Itdian ‘trompaderral, or that the nationd
date will be undressed and hollowed out by the upward (European integration), downward
(regiondism, devolution) and outward (privatisation) scaling of competences, or thet, at least, the
nationd state will be severdy didocated by the gentle breeze of structurd transformationsit has to go
through in order to adjust to the ‘incentives of the ideology of competition. This transformation will
take the state away from Fordism, towards something different (post-Fordism). Indeed, the relative
position and importance of the dae sarts shifting when the market imperatives become the most
deciding ideologicd and paliticd legitimation of inditutiond reforms. That ‘slent revolution’, by which
the Keynesan wdfare date is gradudly and dmost imperceptible transformed in to a kind of
‘Schumpeterian workfare state', is according to a tempord mgority of analysts generated by the
trade and production changes that have often led to signicifant economic and socid didocations (e.g
McClintock 1996; Martin 1994). | will not ruminate the argumentation on that matter, explained with
great craftsmanship by others (Burrows and Loader 1994; Bonefeld and Holloway 1991), but will
only briefly comment the sgnificance of that shift.

I ndeed, the reproduction of socid relations under Fordism was anchored at the national level.

It must be clear, | do not believe the ‘withering away’ or ‘hollowing out’ thesis is correct. It is
however a fact that the nationa and regiona® state is undergoing profound changes. It is dso quite
evident to me that the state will continue to be a fird-rate player, snce no economic system, not even
a free market, can do without it. The question is how much scope for policymaking there is I€ft, or,
how dependent the dtate is on the Sgnds of the ‘hidden hand’? In ther interesting study, Pdan,
Abbott and Deans (1996) enumerate severd State Strategiesin the globa politica economy indicating
the variation of strategies dtates have a their disposa.?! As they declare, while the uniqueness of
nationd socid formations ensures that there will not be a single unified response to globdisation,
there is little evidence to support the idea that globdisation is not having a profound and
transformetive impact upon the entire spectrum of politica systems. It is not possible here to treet this
matter into detail, but attentive observers will agree that a hype of the ‘ competition state theory’ % can
be discerned, a theory which passes on that states can and should enhance ‘thelr’ competitiveness.
The ‘capitalist developmental state®® in East Asia, wrongdoer in the eyes of the West, is probably
the mogt close to the ‘competition state’ ided and is sometimes suggested as the exemplarily *best
practice’, of which we must mimic some features in order to survive the economic ret race.

This rush can be interpreted negatively, because the logic of the Situation forces states increasingly
into a zero-sum-game as they compete over market shares (eg. Susan Strange 1988, 1995,
1996)**, or positively as the OECD, IMF and other adherents of the ‘Washington Consensus
seem to do: states will benefit from the adjusment towards the ‘pensée unique’. Anyway, a
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redefinition of the role and function of the Sate is the catchphrase. Redigtribution, the maingtay of the
Fordig date, has been relegated. The creation of a stable environment of accumulation - by
providing financia stability, infrastructure, an educated workforce, a favourable tax system, etc.? -
comesfird.

As Linda Weiss (1998) only recently explained, the idea of the powerless Sate isamyth, beit a
paraysng one. The gate is not without power. However, current evolutions seem to suggest thet dl
dates are subjected to the same insuperable force, wich we labd - for convenience's sake -
globdisation. Convenient because it identifies an enemy: other countries, regions, workers, against
which we must defend oursdves. That is, in many cases, where the ‘competition sate’, the post-
Fordist® SWS is about. The badis of the last is flexibility. Post-Fordism can be defined as aflexible
production system based on flexible machines or labour systems and an appropriately workforce.
Bob Jessop: “In seizing on these new or recharged sources of flexibility, capitdists hope to overcome
the dienation and resstance of the mass worker, the relaive stagnation of Taylorism and mass
production, competitive threats from low-cost exporters in the Third World and the rdative
saturation of markets for standardised mass-produced goods.” (Jessop 1994:19)%’

As a stable mode of macro-economic growth, post-Fordism is based on the dominance of a
flexible and permantly innovative economic accumulation. As a socid mode of economic regulation,
post- Fordism involves supply-side innovation and flexibility in each of the main aress of regulation.®
The predominance of micro-eectronics-based information and communication technologies,
flexibility and permanent innovation are the solicitudes of the SWS. So, Jessop declares, its
digtinctive objectives in economic and socid reproduction are the promotion of product, process,
organisationa and market innovation in open economies in order to strenghten as far as possible the
dructural competitivenes of the national economy by intervening on the supply side”® and in order to
subordinate socid policy® to the needs of labour market flexibility and to the constraints of
international competition. As Jessop indicates, the internationalisation emphasises the character of
wages as costs of production. Therefore the basic domestic premises™ of Keynesian welfarism are
cdled into question.

To bring this discussion to an end, it is clear tha the SWS has various tasks to fulfill (eg.
Porter1990), ranging from R&D, promotion of new sectors cregting innovative technologica
capacities, education, infrastructure, new legal forms for cross-national cooperation and strategic
dliances, the simulation of a demanding and many-sided consumption demand, an intellectud
property regime, the subordination of wefare policy to the demands of flexibility, ... to dl kinds of
other activities concerning the management of the process of internationdisation itsdlf, in the hope of
minimising its harmful domestic repercussons and securing maximum benefit to its own nationd
‘located’” or home-based firms and banks. So, it is clear that the SWS is not without assgnment,
requiring at least a Sizeable remainder of previous powers because these tasks are Situated in the field
of nationa competences or are downscaed towards the regions. The upscaled competences
influence, to a high degree, only laterdly and indirectly the above-mentioned, since competences of
the EU are mainly designed to shape the generd (fiscd, budgetary, monetarily, competition, socid,
environmenta, etc.) framework of the European economy. Indeed, a framework which becomes
increesingly thorough, influential and less ‘frame’. Neverthdess, that framework aso leaves - for the
time beng?- aufficent room for determinative naiona and regiond competences, and thus
differences.
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2.4 The smoking gun

metaphor, is the one about the impact of cross-border economic interactions on the

gtuation of the mgority of the inhabitants of a given region. Isit possible to determine an
effect of the increased globa interdependence on the standard of living of the average citizen? Is it
possible to determine how much of the popular belief can be based and legitimised by the findings of
empirica enquiry? Isit possible to determineif the increasingly globd leve of cross-border economic
interactions is the perpetrator in this exciting story? Academic researchers are assuming the role of
Sherlock Holmes and come to the conclusion, one again, that competition with remote nations is not
responsible for the greater part of the increase of unemployment and wage inequdity. But, ‘for the
greater part’ leaves room for deviation from this generd rule.

According to Brand (1997:57), the key fact about the Stuation of working people today is their
widening exposure to the internationd division of labor. The extent of this exposure is shown by the
growth in the volume of world trade, by the changes in its compostion, and by the geographica shift
it has undergone. Therefore, for Brand ‘it is hard to see why' people like Paul Krugman
underestimate the relation between globdisation and the position of nationa and regiond residents.
William Pfaff (1996) phrased another deviation from the genera rule when he took a clear positionin
International Herald Tribune: “The poor we will have dways with us (...). The investor will dways
find another [abor poal to tap when the existing one becomes inconveniently exigent. (...) Bargaining
now isimpossible for any task that can be exported. This now is universaly true. This transformation
in the trangtion of labor in the advanced countries, as well as in the developing world, is permanent.”
Not only the ‘rank and file are percaiving a globd labourmarket with lasting and sweeping
consequences. Even amongst erudites, there seemsto be alot of confusion about the real impact of
globdisation on the well-being of the mgority of the nationa and regiona condtituents (e.g. Burbach,
Nufez and Kagarlitsky 1997; Miliband 1989).

Of equal importance to the question if globalisation or regiondisation is the most suitable

Scientific research has not found ‘the smoking gun’, as Peter Gottschak en Mary Joyce (1995)
put it so nicdy. Research tried, by chipping away a existing explanations, to reduce the list of
plausible explanations that could not endure empiricd tests. These explanations were build to explain
unemployment in Europe and the increased wage inequdlities in the USA, the sharp increase in
demand for high-skilled workers and why, at the same time, competition eroded the position of low-
skilled workers, who had to ‘compete with low-skilled workers in the rest of the world'.
Enumerating the results of the great amount of empirica research on that matter is Smply impossible.
Y et, professionds engaged with the subject will tell you thet the effect is rather minimdl.

For ingtance, the IMF Working Paper on ‘The Effects on Wages in the Advanced
Economies by Matthew J. Slaughter and Phillip Swage (1997)* which summarizes along list of
research on the connection between globdisation and labour markets in advanced economies.
Focussing on the impact of imports from developing countries on wages, employment and income
inequality, the consensus of empirical research suggests that increased trade accounts for only about
10 to 20 percent of the changes in wages and income digtribution in the advanced economies.
Furthermore, it is indicated that the more important influence on labour markets in the 1980s and
1990s has been a technology-driven shift in labour demand away from less-skilled workers and
towards more-skilled workers. Particularly with respect to import competition, popular beliefs
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gppears to be a odds with the emperica evidence that this aspect of globdisation only had a modest
effect on wages, employment, and income inequality.

S0, global cross-border economic interaction can't be blamed? Or is this jumping to conclusions,
rather than of scaes? Modegty isin order since, dthough the overal changes in employment and in
wage inequdities are too large to be explained by the changing trade and price patterns of
internationalisation, we cannot precisady measure the relative importance of specific factors, eg. trade
and technology (Sachs and Schatz 1994:4). Dani Rodrik, author of ‘Has globalization gone too
far’ (1997), mede an interesting remark on the great variation of results. “| think thet, over time, the
variance of the estimates has been risng, so that some economists are willing to atach a larger
impact and others are saying that the effect is more nearly zero or even possibly postive. | think that
the right way to think about thisisthat there is a variance of estimates and that we have to be mindful
of that.” (Challenge 1998)* In other words, we should take into consideration the variation of results
from research trying to find the ‘smoking gun’ and we must be aware of the fact that the only
consensus possibleis that the effects are ‘rather limited', and not about their precise magnitude.

Assuming, for the sake of the argument, that these figures are correct and that competition with
developing countries is respongble for 10 to 20% of the increase of unemployment and wage
inequalities in advanced countries, what is the rdlevance of this knowledge? That 80 to 90% of the
andysed evolutions are due to other factors, such astechnology? That, in quantitative terms, the fear
is exagerated and highly irrationa? That one mugt not be so afraid of competition with remote
countries, firms and workers since this fear is not empirica justifiable: our limited business with these
Stes has only minor effects on our income and employment-situation. But, how much is 20%?
Enough or ridiculous little? Is there any possible and acceptable way of drawing a line from which
fear of globa competition can be judtified? Who determines the convention that 20% is (not) enough
to jugtify the widespread fear®*? On what basis can one draw such line? Popular conviction, since
‘the mgority is never wrong' ? Asin section 2.2, the message is clear: in generd, we are not involved
in alethd competition with remote, cheeting countries who base their competitive advantages on the
exploitation of labour conditions, tax regulation, subsidies, etc. But some of us are, as spectacular
examples on the front page of our paper indicate. And, it is believed, ‘it could happen to anyone,
everywhere . Even the conclusons of more serious scientific research leave room for these
assumptions and accusations. | will return to thisin section 2.5.

S0, the problems of the welfare Sate are to a high degree internally generated problems and these
problems have “(...) triggered not just a common response across the various models of European
welfare in terms of market or growth-conforming policies, but dso a certain degree of intdlectud
convergence: there is now broad agreement - even outside the neo-liberd camp which has launched
its own high profile assault - that the welfare state has been responsible for many of its own problems
and may have become a mgor obstacle to employment-creating growth. Objective edity and
subjective evauation are difficult to disentangle” (Rhodes 1998:104) The incompatibility between
the KWS and the emergence of a post-Fordist economic order leads to a severe legitimacy problem.
The domegtic coditions on which that dtate is based are disrupted because of the increased
mohility/exit-options of capitd. Since there is no such thing as an European welfare date, the only
dternative remains the wedfare state project on the national scae.



19

2.5 Denotation and connotation

athough the fact that trade with and FDI towards NIC's and other members of the

Triad have incressed profoundly for many years now®® and that the empirical
dimengon of globdisation cannot be brushed aside? What does it mean, if European countries are
preponderantly doing business with other members of the continent, as the research suggests? It
means that most trade in the world economy is driven by income: the big importers are the richest
countries, that geography meatters since neighbouring countries tend to trade with each other much
more than with the rest of the world. Even Wyait-Water acknowledges that regiondisation was
more pronounced in ‘fortress Europe’ . More importantly it means - next to the assumption that
competition may be ‘hyper’, as some assart - that competition is aso mainly ‘ European’.

The obsession with competitiveness is, however, not a specific European phenomenon. The idea
that a country’s or region’s economic fortunes are largely determined by its succes on world markets
isavery popular, globa hypothess. But as Paul Krugman (1997) stated, not a necessary truth: as a
practical, empiricd matter that hypothess is flatly wrong. It is smply not the case that the world's
leading nations are to any important degree in economic competition with each other or that any of
their mgor economic problems can be attributed to failures to compete on world markets. So, the
growing obsesson in most advanced nations with international competition should be seen, not as a
well-founded concern, but as a view hed in the face of overwheming contrary but neglected
evidence. Rather than re-running that evidence, the centrd question must be why this obsesson
flourishes, in the face of that evidence. The postion taken by Paul Krugman is perhaps a rather
extreme one, underestimating the impact of some of the (modest) objective-empirica facts and
figures on globdisation. By drowning the datigtics, facts and figures of the followers of the
globdisationthesis in the degp see of highly aggregated numbers on GDP, internationa trade and
investment, Krugman is probably doing wrong to some of the observed trends towards globaisation.
The ‘wedth of nations is indeed to a certain extent - in some sectors to the largest extent -
dependent on their performance in the globa economy. Generd conclusions on the actud relevance
of the world market and global competition are indeed important and useful, but one must not fail to
point out that these conclusons are only vaid on a generd levd. It is aso important to underline that
in gpecific (mainly labour intengve) sectors of the economy, the Stuation is sometimes quite different
from what these (correct) generd conclusions indicate, sectors in which globa competition isindeed
decisive for economic succes or surviva. Furthermore, one must not underestimate the actud, redl
consequences of potential globalisation (see 3.1).

Since obsessions are rarely rationa condderations, one must dso look for the answer in the realm
of irrationa convictions. | shdl return to this point in section 3. Firg, | must adduce some other
aspects of the argument.

What does it meen, if rich countries are mainly doing business with one another™,

The meaningful consequence of the fact that the economic competition, in Europe, is mainly
European - rather than a violent struggle againgt NIC's, Japan or the USA - is that the outcome of
this steering principle of socid adlocation is dependent on the performance of socio-economic actors
in individuad EU-members. Since research fes indicated that the EU is a very regiondized macro-
region, with a high degree of interna interdependence and interaction, the ‘interna’ not the globa
market is the firgt batlefied. But politica-inditutiond (d)evolutions have, in saverd European
countries, shifted important socio-economic competences upwards and downwards, away from the
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nation-gtate. In the European market, the politica option has been to transfer competences towards
the macro-regiond EU-level and towards the micro-regiond level. Both are chapters of the same
dory.

The competences entrusted to the EU are *high economics’, by andogy with ‘high politics': the
congtruction of a common macro-economic framework, shaping the European market e.g. by means
of the ECB, a common budgetary and financid policy, etc. According to some, socia Europe
remans, in spite of some meaningful progress, rarely more than window-dressing. Anyway, the
generd and superficid competences of the EU in the field of socid regulation are for the time being
without a truly decisve influence on the course of economic activity and on the decisons on the
location of production. Due to nationd differences and incompatibilities, the socid regulation of the
European market is ill mainly established at the level of the member states. The congruction of an
European wdfare date is rather unlikdy. In the opinion of Martin Rhodes “it is clear that nothing
resembling a European ‘wdfare stat€’ currently exists and few socid risks are dedlt with at the
European leved (..) The political dructures of the EU prevent the trander of mgor
welfare/digtributive resources to the European level” (Rhodes 1998:105; on the persstence of
differences between nationa systems in Europe, see Lecher and Platzer 1998). And, as a result of
regiona and nationdigtic tendencies within some EU-members, some parts of the power to regulate
the socid framework of the market have been assgned to the regiond authorities. In sum, despite the
fact that - in some cases - the regiond and European scale are gaining importance, the nationa scae
remains the most important policy level for the design and management of welfare mechanisms and
(re)digtribution systems.

In other EU-members the process of regiondisation has not (yet) resuted in ameaningful transfer
of competences enabling the regiona date-leve to influence the economic interactions. In severa of
them, only gpparently ‘soft’ competences, such as education, arts, infrastructure, environement, €tc.
are placed in charge of the region. Apparently soft? Because of the perceived omnipotence of the
global competition and its far-reaching charisme, ‘soft’ issues increasingly become ‘hard’, economic
issues. This means that the mgority of the competences of the regiona authority will dso be
trandated into their economic relevance, in order to take their contribution to the wedlth of the region
into consderation. Whatever the nature of the competences dlocated to the region, it seemsto be a
recurring reflex that they are for the grester part also interpreted as economically relevant factors, or
at least that the economic (most pecificaly cost-) consequences of each decision taken in the field of
a specific competence are taken into account. A very deciding reflection is whether acertain decison
deteriorates or improves the competitive postion of those living in a region and since dl regions or
sates are captured by this logic, there seems to be no other way. The basic but wrong assumption
underlying this bdlief is that competition is a zero-sum game, an assumption which politica rhetoric
illustrates daily when they warn us not to be alooser but awinner, who takes it all.

A pronounced illugration of the obsesson with competition - wich is, of course, a superb
mechaniam of dlocation - and of the concern with ‘the frightening others' is the debate on labour
costs. A debate wich is often not deprived of misconcelved arguments. According to some
participants in this debate, “the most basic way in which capitdist businesses seek to become and
reman competitive is through investment to improve efficiency in existing fadilities. In today’s world
this tendency is evident among firms that seek to imitate the exising ‘best practice of the most
profitable companies. In manufacturing, the rush to imitate Toyota's superior verdon of lean
production, first by auto producers, then by firms producing al manner of products, is a clear
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example. (...) Even more characteristic of modern compstition than the building of new busness
sructures, however, is investment in labor-saving and cost-reducing equipment and technology”
(Moody 1997:56). So, under these circumstances, one can not be surprised by the fact that many in
the EU fear adownward adjustment of wages because of the globd * cutthroat competition’.

Anyway, in many cases, the participants in this debate focus on the variation in labour codts, eg.
between regions. As the European Commission (1997) indicated in their anud report  Employment
in Europe’, the extent of the variaion in itsdf is of relatively little sgnificance. What mattersingteed is
how far it is judtified in relation to variaions in the productivity of [abour, or in the contribution of
labour to value-added, between regions. It is the combination of wages and productivity, the unit
labour costs, which is important since this determines the labour ement in the overdl cods of
producing in one part of the Union rather than another.

In 1992, the latest year for which comparable data at the regiond level are available, average
labour cogts in industry ranged from a minimum of around 5 ECU an hour in the Portuguese regions
and around 7 ECU in Greece to 23-24 an hour in mogt parts of West Germany and in the Paris
region, with an apex of 27 ECU in the city of Hamburg.®” In theory, labour costs should tend to be
lower where the productivity of labour, in terms of its contribution to the value-added, is aso
relatively low, irrepective of the sector of activity in wich labour is employed. The EC is very clear
on that matter: “In practice, by far the greater part of the variation in labour costs between regions
across Europe is reflected in differences in labour productivity, in terms of vaue-added per hour
worked. In terms of unit labour costs, or the labour cost involved in producing in one part of the
Union rather than another, there is, therefore, much less regiona variation and, for the most part, no
systematic relationship between average labour costs per person employed.” (European Commission
1997:81) In other words, productivity differences tend to compensate for wage differences and there
islittle incentive, in this regard at least, for firmsto shift production from one region to another.

As any attentive reader will notice, there is a clear conditional nature in the above formulaions
‘by far the greater part’, ‘for most part’, ‘tend to' and ‘little incentive’. Why? Because these are
generd conclusons, only vdid on a high level of aggregaion. This discrepancy between generd
theory and conclusions on the one hand, and some individual, concrete cases and experiences™ on
the other, feeds the fear for globaisation, stimulates the perception of a‘globa cutthroat competition’
and undermines the acceptance of these genera conclusions by the masses. The problem is that
exceptions are being extrapolated and consdered astherule.

Anyway, the thessis that - as a general conclusion - compstition is mainly European and, within
the Union, not primarily based on interregiond differences in labour cogts. Furthermore, research
aso indicates that competition is mainly between neighbouring countries and adjacent regions, which
seems rather evident™ but nevertheless contrasts with some impressions. This means that competition
is mainly between societies with a rather amilar legidation and regulation, welfare system, etc.. Of
course, there are differences and because of them there is room for intra- Union relocation and socid
dumping, but these are smdler than believed. The latter may by no means lead to the thess that
relocation on the basis of [abour costs or that competition with remote countries with divergent socid
and palitical sysemsisin dl cases nothing more than a myth, afdse impresson of things. The strong
verson of the globdisaion-thesis could serve as the accurate description of the dtate of affairs in
some specific sectors.
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Let's summarize before we continue the reasoning: regiondisation seems to be the mogt fitting
description of the course of economic interactions at the eve of the twentieth first century.®
Compstition is increasingly global but, in our case, still mainly European. Behind the process of re-
scding, one could imagine - on a pure theoretica basis - a struggle for power based on a smple
mechanism in wich capitd tries to keep workers and regiona authorities rather powerless, by tying
them up is a saries of places, by emphasizing and using differences between them, by jumping
downwards with competences of severe cost-competitive importance. Within the EU, the mgority of
competences of overriding importance towards the costs of production on a specific dte reman
assigned to the nationa scale. The popular belief declares that governments, nationd and regiond,
must bow to the incentives of the free market, redesign the ingtitutions and rewrite the regulations
embedding that market. Hexibility, deregulation, privatisation, cost-competitiveness on dl domainsto
be influenced by the competence of palitica authorities, ... these and others are the dogans urging

governments on to the (post- Fordist) adaptation of their territory, setting locations against each other.
In the face of some contrary evidence.
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3. Thefunction of ‘fiction’

3.1 The burden of proof

globa competition setting each nation and region againgt the other, outbidding each other in

order to acquire new investments and preserve existing ones. There is empirica evidence
suggesting that this perception does not correspond with empirica redity and must therefore be
consdered as ‘wrong'. It is, of course, in turn a mistake to declare that this belief is purely based on
fiction, inventions, fantasy, hdlucinaions or ddusions - asit amigake to label globdisation as apure
myth - since it is clearly founded upon some non-fictiond objective facts. Neverthdess, in another
way and to some degree, this perception could (also) be considered as a kind of fiction since it does
not correspond with the red, factud, proper empiricd dimenson of the phenomena under
congderation. The question of this section is what could possibly be the function of thisfiction?

In section 2.2 on the reationship between power relations and ‘jumping of scdes, | drafted an
unprovable hypothesis. I'm not claiming that this hypothesisis only for the time being undemongtrable
and thet, in future times, the rightness of the fantasy will be ready for criticd empirical examination. It
is not true that this, at first Sght pretty irrdlevant, remark is the regrettable product of some persistent,
superseded and old-fashioned furious left wing ‘ congpiracy-rdigion’ in which naughty capitdist were
tormenting defenceless and innocent citizens. Indeed, suchlike religions must be condemned in the
most severe terms. The objective is much more smple than al this (over-)emphasising the role of
perception and ideology serves the god of illuminating this underestimated and underrated factor,
neglected in mgor parts of the literature. The hypothess on the empowering and disempowering
effects of re-scaing can and will not be tested here. The only purpose of this imperfect and
criticizable procedure is to indill the reeder a criticd reflection towards the sgnificance of the
positivig-empirica research on globaisation for the explanation of human behaviour, to demongrate
that sometimes ‘more is hidden than is seen’ and to familiarize onesdlf with the idea thet fiction could
have an important function.

Fiction refers to the persistent popular belief that we are al mixed up in a degth spird of

References to ‘potentid globdisation’ are rather rare in the immense literature on globdisation.
One of these exceptions, Kenneth Thomas, phrased it clearly when he wrote in his Capital beyond
Borders (1997) that the nature of capital mobility has often been misunderstood: “To understand the
importance of capital mobility in the world's political economy it is necessary to conceive of it asthe
potential to move capital and to coordinate production across awide geographica area. This shows
its nature as a power resource and a structuring factor in the world economy.” (Thomas 1997:73)
The difference between the actud and potentid mobility and interdependence in the world economy
is a reflection of that between general theory and daily experiences*? Potentia globdlisation as a
concept refers to the not (yet) used or actualised theoretical possibility of capital mobility, to the use
of cgpitd mohility - vis-avis states and labour - as athreat: it indicates the power of firms based on
the threat to use their (perceived and actual) ability to coordinate their production across awidening
geograpica area and to relocate production unless (eg regiona) governments agree to demands
made by these companies. This potentid ability is credible on the basis of some (exceptiond) actua
experiences.
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Some assert that the concept of potentia globaisation could help to explain the rather modest
empirica dimension of globaisation. Since the discourse of globdisation is disciplining state and non-
state actors, such as unions, these actors adjust the regulation of their location in order to bring them
into conformity with the demands of the free market. According to this thess, this homogenizing
process levels or equates location pecific production costs and conditions so that there is little
incentive for enterprises to relocate or little incentive to import products from other production Sites
a the other sde of the globe. In this sense, potentia globdisation avoids empirica globaisations.
Globdisation as a‘ sdf-preventing phenomenon ?

Finding more than anecdota evidence for a risng pettern of threets is very difficult. There are
some possible and necessarily indirect methods (e.g. data on contract- settlement language redtricting
management’s right to shut down or relocate production, provisonsin collective bargaining, andyss
of published reports and coverages on thregths, opinion polls, consdering ‘ pegk flows asthe ‘limits
of the possible’) but the fact remains that there is a serious methodological problem.® The problem is
that the postivis-empirical method, which is conventionally consdered as the ‘best practice’, can
only observe and register things that ‘ar€ or ‘have been’: actud, objective facts. Things that
(probably) ‘will be', but for the time being ‘haven't been, cannot be captured according to normal
standards of methodologica correct research. One cannot measure events that have not (yet) taken
place and therefore, one cannot build an acceptable hypothesis on it. The only academic solution
possible is the formulation of an ‘educated guess, a preview on future events, based on as much
empirical evidence as possible which renders the extrapolation acceptable. In contrast with what is
often believed, popular expectations, previews or progpectings on what future will bring us do have
some meaningful effects, here and now, even if it is very difficult to examine them using a conventiond
and acceptable methodol ogy.

3.2 Tomorrow is here, today™

those - the rank and file - beieving them do not pay dtention to such qudificaions: the

discrepancy between the objective redity and subjective appreciaion is for them of
subordinate importance. It is obvious that we, researchers, pay dtention to the fundamenta
differences between ‘objective, or rather empirica observable, reality and subjective interpretations,
that we are fascinated by the idea that popular perception, conventiona wisdom, ‘das gesunde
Volksempfinden' is not in accordance with the conclusions of scientific research, but it also obvious
that these consderations do not keep the great mgjority of the populations avake. However, it could
be vauable to consder how a potential process could have red, actud, genuine consequences.
Severd arguments are worth mentioning.

I t is pretty irrdevant if these expectations are consdered as scientific unacceptable because

One. If people believe potentia globaisation to become actual some day, if people fear or are
convinced that relocation - because of labour costs - could hit them in the future, that is f they
continue to defend certain achievements, they will adjust their behaviour to that belief.*® If people
believe that companies will reocate their activities, that companies will import instead of produce in
their own dtate, because of the socid security, wage determination, collective bargaining etc. in that
date, it can be expected that parts of the dectorate will be inclined to abandon these regulation



25

systems and to adapt their demands to ‘world market conditions'. The discourse of globdisation and
the overwheming importance of naiona competitiveness, illusrated on the front page of our
newspapers, seem to diminate al other options. In other words, what they believe or fear to happen
tomorrow has clear consequences, hic et nunc, for their behaviour and opinions. Human beings can,
to a high degree, ‘create’ their own redity, snce, anongst other reasons, only humans possess a
prospective faculty. Human behaviour is defined by a set of socia norms and expectations which
creates a situation in which one can prophecy a given outcome in a given Situation.*®

The sdlf-fulfilling prophecy occurs when our ideas about something lead us, or someone elsg, to
act in ways that produce a confirmation of those idess. For example, when we believe that we are
involved in a demanding competition with other regions, a first glance these regions indeed seem
rather hogtile: we interpret al their actions as manifestations of our expectation. If, according to mass
perception®’, ‘others try to outbid us on the market of investments, we will interpret their actions,
dedls, policies, legidation, etc. in that direction, whether that was their intention or not. So we will
respond by ‘playing the game and defending our interests againgt others. Whether our expectations
are correct or not has only little effect on our beliefs and on the behaviour we base on it, our initiad
actions produce/stimulate the facts that we expect, a self-fulfilling prophecy determines the outcome.
How we act towards others and think about them is communicated to the *opponents’, who then
prepares for the same expected or ‘beieved’ hypercompetition. Consdering that ‘our times are
marked by akind of ‘unique thinking' (pensée unique), since different actors in different states share
rather amilar ideas on how much state and how much market is needed for decison-making and
dlocation, on how the wedth and thus competitiveness of the nation should be organized, it is
undergandable that this amilarity sharpens the mutud attentiveness for measures from the ‘other
sde trying to ‘undermine our welfare . It should be dlear that one cannot laugh globalisation off
with a reference to ‘ sdlf-fulfilling prophecy’, but one can neither deny that some mechanisms of this
concept are at work.

Two. What we believe others will do is part of the definition of the Stuation, the estimation of the
redity we live in. As Thomas and Thomas wrote in 1928, ‘if men define Stuations as red, they are
real in their consequences (Thomas and Thomas 1928)*. In other words, a person’s perceptions,
not (only) objective redity, will provide useful clues for understanding subsequent behaviour. People
respond not only to the objective features of a Stuation, but so (and often mainly) to the meaning
this gtuation has for them. The definition of the Stuation implies examination and deliberation, both
influenced by bdlief-systems, values, tradition, etc. of the society we live in. So, that definition is by
no means free and individud. If people define the Stuation they live in as one typified by globd
competition within regiona blocs and in which one has to adapt to the dictates of that globa market
in order to survive,> than people will react accordingly and accept - with less protest and resistance
- the dtructura adjustment towards a ‘competition state€’ mode, downsizing and outsourcing, the
demalition of socid security, the downscaling of collective bargaining, the individudization of wage
agreements, flexible labour systems, etc. as if they were the consequences of an dmost naturadl and
inevitable force.

It is rather evident that media play aleading role in the way we define our ‘Stuation’” and the way
this ‘gtuation’ is presented to us. Since spectacular, impressive anecdota news cathes the eye more
than anuanced, balanced and thus more complicated coverage, since bad news travels faster and
further than good news (‘le bonheur se raconte mal’), and since the mgority of the population
define thelr Stuation by using information from these media, it can be expected that the ‘rank and fil€e
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are somewhat misguided and miss the full picture. The latter dso contains more refined and nuanced
information on globdisation within the EU, indicating that, on a more generd and aggregeated leve,
relocaisation, downsizing, globa sourcing, worldwide network companies, etc. are not as
widespread or ubiquitous as some popular media suggest. Suchlike information seems, to the
magority of people, rather boring, annoying, complex or incomprehensble and it is therefore not
aways interesting for media to bring this kind of information. It is information we find in academic
publications. But even when these are best sdlers, the ‘wisdom’ they contain is not as universdly
known as the spectacular examples and ‘evidence of dobalisation a the frontpage of our daly
newspaper.>

In other words, we make a mistake when we assume that al the (Spectacular) examples of
globdisation in mass media are indeed evidence of globaisation. At fird, these examples have in
many cases nothing to do with globalisation, second when put into the right and broader perspective,
it becomes clear that these separate examples of globdisation are often more exceptions than
examples of agenerd trend: the importance of these examples is, when things are seen the right way,
much more modest. Since some media tend to blow things out of proportion in order to el their
products, they sometimes fail to mention the true significance of the headline story on a plant shut
down. Of course, that is not to say that al cases of downsizing or globa sourcing have nothing to do
with worldwide competition or labour costs, but only that one must be aware that media, which serve
as the main source of information for the mgority of the population when they define their Stuation,
don't use the scientific methodology as academic research does.

But then again and once again, so what? If people bdieve their newspaper, it is this verson of
redity that is thers. If people fail to search through their statistics on FDI, internationd trade, global
sourcing, etc.- a reference book in each bookcase? - to check the true sgnificance of these
examples, then they will congder them as descriptions of redtiy, no matter what the (divided)
conclusions of scientific research indicate. And even if they do, some more serious publications, such
as the (doom-)book of Martin and Schumann (1996), give them opportunities to legitimize ther
bdief.

Three. Dennis Wrong, in his masterly Power. It's Forms, Bases and Uses (1995) indicates two
senses in which power is dways potentid. The firdt, atrivia one, is that it is meaningful to assart that
someone has power even when not engaged in exercising it if there is no reason to doubt his ability
and disposition to exercise it on future occasions as he has in the past.>? The second, more significant
and complex sense in which power is potentia is summed up in Carl Friedrich’s (1937, 1963) well
known phrase ‘the rule of anticipated reactions : people may react to the (supposed) possessor or
controller of resources - of which capitd is the most important - by anticipating the effective use of
these resources to control their own actions.> After dl, it isthe right of the owner of capitdl to invest
and to abgtain from investing in a given area. Given the process of globdisation and the increased
capitd mobility, as a result of politicd decisons and technologica development, the list of
concelvable and feasble invetment-gtes is getting longer. In a free market system, the price for
scarce and thus gppreciated articles is high. Since the supply of locations increases, the price
(established by nationa regulations) capitd has to pay goes down. Even more, research has
demondtrated the increase of ‘investment packages dtates are willing to offer in order to attract new
investments and keep existing ones> Zdfstudiejuli 99 - bezoek okt-dec 99 rapport mei 2000

It is important to face the thesis that people take actions based on their anticipations of what the
dleged powerfull whish them to do in the relevant circumstances,™ even in the absence of observable
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communications or actions from those congdered as powerfull: “This inclination of dl persons
exposed to influence to anticipate the reactions of him who has the power to issue wmmands,
bestow benefits, offer advantages of al sorts, condtitutes a generd rule of politics. It causes influence
to be so often difficult to detect, and even obscures the operation of more explicit kinds of power
reaions. It is the factor which is a work in surrounding acts through which power is exercised with a
penumbra of often unforeseen consequences.” (Friedrich 1963:203) This concerns the debate, which
| cannot explain here, on ‘non-decision making’ (Bachrach and Baratz 1962; Lukes 1974), on
latent power based on anticipated reactions in which the raising of issues that pose a chdlenge to the
interests and gods of the power holders can be prevented (agenda-setting). This third aspect
explains why people, like union members, hestate to express more ‘radicd’ demands - eg. an
increase of the tax on profits, of the unemployment benefits - because if they do (anticipation), firms
will relocate (reaction) as this exit-option is much more credible in the era of globdisation
(perception, definition of the Stuation). These issues will not be raised (non-decison) even in the
absence of any act or message on the part of those firms, even in the absence of the expression of
the percaived thresat (inaction).

So, it is extremdy difficult to capture potentid globdisation by means of dandard scientific
procedures since the course of this process depends on inaction, perception, non-decison making,
interpretation, etc., which can only with greath difficulty be approached by the postivig-empirica
operating procedures. And yet, this somewhat impapable and intangible concept potentia
globaisation is shaping the behaviour of so many actors, including regiond authorities, by means of
the mechanisms just mentioned.

In sum, reading one, two and three together leads us to the evauation thet there is something
peculiar about the ways through which globdisation affects the reations between locations and
people. Not only by imposing ‘objective’, actua threats and challenges™®, but dso - and this is the
central point - by creating a certain Sate of mind, a subjective definition of the Stuation which could
simulates what we expect to happen, since our ideas about global competition lead us and - given
that this ‘unique thinking’ is aso very popular in other states and regions - othersto act in ways that
produce a confirmation of those idess. Globdisation is a the same time cause and result, fact and
vaue, a new expresson of an old regularity, a name for the tumultuous restructuring of production
processes, for the changing sgnificance of the spatia-tempord locus and for the re-scding of
competences, ...

A suchlike classification demands the most of classic research, which is for the greater part based
on ideas going back to the Age of Reason. Despite the fact that it could be important, the search for
the mogt suitable, correct or genera accepted definition or description of globalisation is, to my
opinion, not the man chdlenge of the research on globdisation and not the firg am of socid
sciences. One could even consder the possibility that globalisation is akind of ‘essentialy contested
concept’ (Gallie 1955), since globaisation is such a loaded concept that a generd agreement on its
meaning does not lie ahead. It is perhaps more interesting to focus on the ways by which
globdisation, red and perceived, could serve as an explanation of human behaviour.
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4. Conclusion

actudly influenced and drcumscribed the extent of the autonomy that previoudy existed at

the nationa®” and sub-nationd leve. This does not mean that it has ended it. Regiona and
national governments continue to retain consderable leverage over their economies. On the other
hand, it is true that the idea of reducing the say of political authorities over the market is, in generd,
considered as a best practice of competition-policy. However, that isjust what it is. an idea, amentd
convention. Minimizing regiond or nationd state influence is not anaturd, irrefutable, insuperable and
unshakable given, independent of human intervention. It is the explicit result of human behaviour
which is, as ever, based on the definition of ones Stuation, a definition which is the result of values,
perceptions, experiences and so on.

This is not to say that nothing changed and that nothing has to change® The critica attitude
towards the state- centric gpproaches are completely justified and the ontologicd primacy of the Sate
should indeed be serioudly questioned.® Globalisation has increased the credibility of the exit option
of an ever more mobile capital, has stimulated the incorporation of ever larger territories in the
capitaist market system, etc. (as it was, a the same time, the result of those evolutions) and has
therefore changed the rules of the game. So, the *hollowing out' of the KWS is of course not
imaginary: in spite of the fact that the nationd and regiond date is il politica significant and retains
much of its brma sovereignty, its capacities to project its formal power are weakened. It has,
however, not vanished. Y et, the common perception seems to be that these remains of glorious times
must be brought into action in order to please mobile entrepreneurs and that the tendency towards a
SWS - or any other version of the compstition state - is inevitable since other states and regions are
exhaugting themsdlves to do the same, trying to snatch away exising and new investments.

The generd argument is that this era of neo-liberdism and increased globaisation has

This verson of the discourse of @mpetition, a concept that somehow evolved from a right
insrument for efficient organisation and alocation towards a absolute criterium for dl government
actions, could endanger European solidarity. As Mancur Lloyd Olson (1965, 1982) indicated,
solidarity and common understanding are important ingredients for a divided (European) community
to accomplish common goals, such as the congtruction of European wefare provisons. Not only
objective facts but aso subjective interpretations can be an impediment to that goal.

Emphasizing thet difference was the main misson of this atidle. The redl, empirical dimengon of
globdisation can not be denied nor underestimated. But neither can the potentid, subjective
dimension of globaisation. Both sides of the same process must be brought into consideration when
andysing one of the most popular phenomena of our time, globalisation. That the ideas, perceptions,
images of globdisation do not correspond with the red, scientificdly determined, dimenson of
globdisation is not without relevance (to us) but as a conclusion it cannot be the end result of the
research on globalisation.
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NOTES

! The concept of ‘regulation’, and many other of my insights and points of departure, are based on
the ‘Theory of the Regulation School’. For an introduction: Boyer (1990). The Regulation School
shares some resemblance with the ‘Theory of Socid Structures of Accumulation’. For an
introduction: Kotz, McDonough and Reich (1994).

2 According to Roland Robertson (1992), globalisation is best understood as indicating the problem
of the form in terms of which the world becomes ‘united’, but by no means integrated in naive
functionaist mode. Globalization as a topic is a conceptud entry to the problem of ‘world order’ in
the most general sense, a phenomenon which clearly requires a interdisciplinary trestment. It is clear
that even something as the globa-loca nexus was thematized as long ago as the second century BC
when Polybius in his Universal History wrote about the rise of the Roman empire. The discusson
on globdisation is not new, because -as many studies have diagnosed - globdisation is not new, but
we must limit the andlysis to the relaively recent past.

% The popular diffusonand the conflicting use of the concept * globdization' is, according to Rosenau
(1997:360) not so much a reflection of evasive confusion, as they are an early stage in a profound
ontologica shift, arestless search for new ways of underdanding unfamiliar phenomena.

* The SWSis a different kind of state than the KWS. The SWS s, in some way, ‘smaler’ than the
KWS but does not in any sense indicates the end of the state. The Schumpeterian dement refers to
the idea that states should concentrate less on demand-side measures, such as full employment or a
redigribution policy, should less try to preserve old industries but instead focus on the
encouragementof promising activities, on the congtruction and management of a favorable investment
climate (supporting ‘ creative destruction’). In other words, states should focus more on supply-side
measures such as education, R&D, infragtructure, re-skilling processes, etc. Workfare refers to the
grester responghbility of the individua (see infra, ‘jumping of scales), both for succes and for failure.
E.g policies encouraging, in severd ways, the unemployed to make greet efforts and to take initiatives
in order to improve their chances on the labour market. So, the SWS stands for an important change
of state responsbilities and for adifferent method of operation in order to achieve theseams.

® Since they are disclosed in severd masterful studies, it should be awaste of the limited space | have
a my digposd to smply ruminate these rlevant findings.
® E.g. the remark *”Globdization is a redlity not a choice. “You can run but you can't hide’ might
serve as amantrafor the age.” (Haass and Litan 1998:6)

" Marked by coverage in mass-media. A typica example of that kind of spectacular, shocking and
pessmidtic thinking is an atide in the German magazine Stern (1996) on globdisation: ‘Ein STERN-
Report Uber die unberechenbaren Folgen der Globaisierung’. The large headlines decorating severa
pages of the article were very explicit and legitimized by the fact that they were quotations from
opinion-leaders are telling: ‘Kein job is mehr sicher. Irgend jemand, irgendwo auf dieser Welt kann
eure Arbeitsplétze kaputtmachen’ (Rosabeth Moss Kanter, Ekonomieprofessor) ‘Es wird bad keine
nationalen Produkte, Unternehmen und Indudrien mehr geben. Es id das Ende der
Volkswirtschaften' (Robert Reich), *Wir laufen auf eine Kapitaismus ohne Arbet zu (Ulrich Bech,
socioloog), ‘Wir sind schlanker, aber auch gemeiner geworden’ (New York Times) and ‘Der
Hammer des Globaismus schlégt auf die zurlick, die ihn erfunden haben; auf ihren Reichtum, ihren
Sozidstaat’ (Wilhem Hanke, economist). Auch bei uns wird es Slums geben. In: Stern, july 18"
1996, pp.22-32
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8 Cfr. Princess Diana, which was ared person and amyth at the sametime.

° Which can be labdlled - with a serious amount of reativization and nuance - as a neo-corporatist
system or the continenta Rhenish mode (modd Rhénd), based on the principles of the Fordist
regulation. More information on the difference between the Rhenish and the neo-American modd is
to be found in the first-rate book of Michel Albert (1991).

19 The “twin forces of regionalism and globalisation’ (Dent 1996).

1t is not possible here, neither is it my intention, to refute nor to examine this convention which has,
by definition, its opponents. The figures on trade and foreign investment are well known to most
professonds and it is needless to repeat them. On the basis of these data, Wyatt-Walter concludes
that flows of FDI have enhanced inter-regiona more than intra-regiond linkages in the world
economy, which is somewhat at odds with the regiondization hypothess. After dl, as so much recent
managment-studies literature has suggested, companies competing in globad markets were
increasingly likely to establish a local precense in the three main markets of the ‘triad’ during the
1980s.

12 Of dl companies, MNC's are the ones of which one can expect to be the most globa minded and
active, MNC's are perceived to be the globa players par excdlence asif they reach the maximum
degree of globdisation possible for an individud enterprise. Therefore, it is interesting to know how
globd these players redly are and if they redly evolve towards what some labeled the TNC
(TransNational Corporations).

3 In ther atide, Keller and Pauly indicate thet, in contrast to common perception, intensifying
cutthroat competition makes enduring nationa differences in the rules of the game more obvious, not
less.

4 The globd character of MNC's was examined thoroughly in the fascinating study of Ruigrok and
van Tulder (1995), in which they draw afull and criticd picture on the globa aspect of MNC's. See
Doremus, Kédller, Pauly and Reich (1998).

> 1t is here that Swyngedouw introduces the concept glocalisation, the re-scaling of the state, which
refers to 1) the contested restructuring of the inditutiond level from the nationa scae both upwards
to supra-nationa and/or globa scaes and downwards to the scale of the individua body, the locd,
the urban or regiona configurations and 2) the drategies of globa locdisation of key forms of
indudtrid, service and finance capitd.

181t israther striking, and yet we are used to it, that many authors write about economic competition
in terms of warfare. As if competition was something like a bettle againg an enemy, as if one must
respond to acts of the adversary with ‘massve retdiation’, as if each territory (on the world market)
captured by one region was necessarily at the expense of an other region and must therefore be
avoided, asif weakening the others strengthens the own position.

7 In the words of President Clinton, each nation is like a big corporation, competing in the global

marketplace, a view that became pervasve among opinion leaders throughout the world. It is
however very debatable if one can draw such a comparison between the competition between
‘states’ and between * corporations' . (Krugman 1997)

18 According to popular belief, these costs (of production) are a very - probably the most - decisive
factor in the congderation investors make before locating an economic activity in that area. It is
believed that entrepreneurs select a productionsite mainly on the bass of the costs of production.
Since labour is rdaively immobile, thus location-specific, and other factors (such as technology and
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capitd) are avalable worldwide, it is believed that the price of labour will be decisve for the decison
on the location of economic activities.

9 In the words of Swyngedouw, “it remains deeply dsturbing to find the power of money and a
homogenizing imperidist culture take control of ever larger scales, while very often the ‘palitics of

resstance seem to reve in some sort of ‘militant particularism’ in which locd loyalties, identity

politics and celebrating the unique sdf from the different Others attest to the impotence to embrace
an emancipatory and empowering politics of scae.” Swyngedouw (1996:21)

% Of course, regions are strictly spesking not what we usualy mean when we use the word states -
for the time being this denomination seems to be the privilege of the nationd scde - and it would give
evidence of an excessive abdraction to do so. | only intend that (severd) regions assumed some
competences typicdly for ‘sates (e.g. legislation, representation, taxation, etc.) and can therefore be
understood as ‘ Satdlike actors, especidly in the context of factors exerting influence on production
costs.

2 1n short, these strategies come down to states wishing to join togehter in large regiona blocs,
adopt the ‘developmental state mode’, embrace the ‘socia democratic mode of sdective
integration into the world economy, seek to dominate their regional economy or even the world
economy to achieve hegemony. Poorer and weaker states are likely to opt for one of the following
drategies: try to exploit their chegp and abundant [abour to attract foreing capital, seek to exploit a
parastica niche in the world market such as tax havens or they may be structurdly impeded from
joining the competitive game at dl (which ishardly an ‘option’).

% The competition state is an ‘ided-type’ description of activities of the state based upon some
essential assumptions: that governments are primarly concerned with economic growth and national
competitiveness, that they are willing and likely to take (mainly supply-side) measures to improve the
growth and compstitiveness in their territories, eg. simulating R& D, education, promising indugtries,
etc, that the place, ownership and type of production facilities and business organisation are a matter
of concern for political authorities; that the source of economic growth lies in encouraging economic
actors to invest, which demands a reorganisation of nationa regulation systems, such as socid
Security.

% According to Palan, Abbott, and Deans (1996), this State is based on the fusing of ‘public’ and
‘private, the role of date ideology, the use of developmenta legitimacy, plan raiondity and the
exigence of ardatively autonomous economic technocracy.

# Strange pointed out the issue of the growing importance of ‘firm-firm’ and ‘ state-firm’ diplomacy,
next to the classic ‘ Sate-gtate’ diplomecy.

% Some of which are explicitly the competence of the regiond * competition state'.

% |Indeed an elusive and \ague concept, since there is little agreement about the nature of Fordism
and post/neo-Fordism in generd or the trgectories which may link them in particular.

% Jessop sees four changes that created pressures for the development of this new state form: the
rise of new technologies, growing internationdisation, the paradigm shift from Fordism to post-
Fordism and the regiondisation of globad and nationd economies. Given the growing competitive
pressures from N.I.C.’s on low-cost, low-tech or labour intengve production and in Smple high-tech
products, the advanced capitaist economies must move up the technologica hierarchy and specidise
in the new core technologies if they are to maintain employment and growth. Hence, the importance
of R&D, education, skills and knowledge, infrastructure, persona stimulation and career-building, ...
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for which state action is required. States must shift industrial support away from efforts to mainain
declining sectors and towards promoting new sectors.

% The wage rdation should be recomposed with a polarisation between skilled and unskilled
workers, there would be a grester emphasis on (functiond, numericd) flexibility in internd and
externd labour markets, a shift would occur towards enterprise- or plant-leve collective bargaining
(down scdling), ... in short the enterprise system could see a shift towards flatter, leaner and more
flexible forms of organisation (concurrent engineering, management by stress).

# |n other words, the end of Keynes and his demand-side policy, of full employment and deficit
spending, of redigtributive welfarerights ... A symboalic illustration was the failure of Mitterands policy
in his fird term as presdent, which illustrated very clearly, according to the opponents, the
impasshility of Keynes and Ford these days.

% Down scaling of socid regulation, towards the individua: workfare. Several authors indicate the
revauaion of persond responshility for failure and success, the demassfication, individuaization of
solidarity. This is what workfare is about: the evolution from compensation towards activation in

order to prevent a ‘culture of dependency’ (Murray 1984). An important stimulation for the
intellectud and political debate in Europe was the publication of Pierre Rosanvadlon’s ‘La nouvelle
question sociale. Repenser |’ Etat-providence * (1995). The ‘trangtion from passive measures to
active measures is well illugtrated by the conclusions of the European Council of november 20-21,
1997, held in Luxemburg: “benefit and training systems (where that proves necessary) must be
reviewed and adapted to ensure that they actively support employability and provide red incentives
for the unemployed to seek and take up work or training opportunities. Each Member State will

endeavour to increase dgnificantly the number of persons benefitting from active measures to
improve thair employability.” (Conclusons of the presdency, 1997: 53-54).

%! The dlass compromise, supporting the KWS, reflected the belief that Fordist mass production was
supply-driven and could only be profitable when high levels of demand were maintained. Since
globdisation, some believe that the world is the market and that the success of ‘nationd’
corporations is no longer dependent on the size of nationa demand. (cfr. the ‘globa glut’ debate)

% |n their working paper, Slaughter and Swagel do leave some room for globalisation to play arole:

“on the other hand, increased globalization can exacerbate the effect of preexisting economic
problems, such as the phenomenon in which the combination of wage rigidity and capita mobility in
Europe magnifies the impact of externad shocks on unemployment.” (p.25)

% Interview with Dani Rodrik. In: Challenge (1998: 83). Singh and Zammit (1995:103) go even

further since they write that in view of the complexity of the subject, there is no agreement in the
literature on the gppropriate theoretica or empiricd models for analysing the impact of Third World
competition on manufacturing output and employment in the North.

% A fear which severa surveysillustrate daily. In these opinion polls, people give evidence of the fact
that they are apprehengve for the future, or a least afraid of competition with low wage countries
(socid dumping) causing unemployment or decrease of wages.

¥ Eg, the total movement of capita to newly industridizing countries in 1993 was roughly $100
billion which means that less 2.5 percent of the investment of the Firs World actudly flowed south.

% Which makes it a least defensible to suggest a trend towards higher interdependence or
globdisation.
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3" 30, there is a considerable variation. The difference between the highest and lowest cost regionsis
some 4 or 5 to 1. In between these extremes, most regions in Itay, France, the Netherlands and
Bdgium, as wdl as Luxembourg, have hourly labour costs between 15 and 20 ECU, while in
Irdand, the UK, Spain and the former East Germany, costs are, in most cases, between 10 and 15
ECU an hour. But, more importantly, these interregiona differences reflect, in some degree,
vaiaionsin the sructure of indudtria activity as between regions, the low cost areas tending to have
alarger share of employment in more basic indudtries than the higher cost ones. These variations will
tend, in turn, to be reflected in labour productivity.

% |n which rlocation is dearly based on the mechanism of socid dumping.

¥ An extensive study of the Belgian Planbureau on the ‘delocation of companies , made clear that
in the case of a collective company shut-down (and a reopening n a new, foreign location), the
mgority of these companies moved to neighbouring countries. Other methods of approach, e.g. the
andysis of the pattern of outsourcing and contracting-out, confirmed this concluson. This study had a
great pat in demydifying the subject since it explained that only a smdl part of delocation of Belgian
enterprises towards foreign production sites had to do with consderations on the (in)direct wages
and socid regulaion as eements of the production codts. In most cases, other reflections were
dominant. There are of course some specific sectors in which labour costs and competition with
remote countries, are the determinants for economic succes. (Planbureau, Bernard, Van Sebroeck,
Spinnewyn, Gilot and VVandenhove 1994)

“0 The concept ‘globalisation’ is not suitable as a descriptive category, its contribution lies
somewhere else,

“ Thistite refersto Gaus (1979).

2 Socid scientists should engage in the study of the * sodid redity’, which is more than the empirical
redity. In a way, one could defend the idea that ‘socid redity’ conssts of an empirical and an
empathica dimenson and that ‘objective redity’ and ‘subjective evauations are difficult to
disentangle. Since the firgt purpose of socid sciences is to explain human behaviour, they cannot
disregared the subjective eement, such as the perceptions on potential globalisation.

3 Furthermore, according to Ross and Trachte (1990), the registration of FDI, trade, etc. does not
even capture comprehensively the relocation of manufacturing to the periphery by core capitd.

“ We dl acknowledge that ‘yesterday’ manifests itsdf ‘today’, but accepting the statement that
‘tomorrow’, a vague and uncertain expectation, does the same seems more problematic.

4> And that is what it isal about in socid science: the explanation of behaviour, not the consideration
if people do live in conformance with the scientific wisdom.

6 As aresult, more than seems logicd &t first sight, people do what is expected of them.

" 1n most cases deprived of acritical reflection and engaged in unconscious ‘ group think’. And in the
eraof ‘pensée unique’, the mgority of leaders and mass seem to share the same thoughts and idedls.
“8 This does not mean that al European states react in the same way, that al state policies are clones
from one another (cfr. Palan, Abbott, Deans 1996). It should be clear that, dthough they share
smilar incentives and chalenges, nationa policies show a certain extent of variety and diversty.

“9 It indicates thet the subject’s view of his situation, how he regards it, may be the most important
element of interpretation snce hisimmediate behaviour is closdly related to that definition, which may
be in terms of objective redity or in terms of subjective gppreciation. Only close attention to the
subjective ways in which human beings filter the crude data of their senses and condtruct ‘facts', only
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sugtained concern with the mediating functions of the human mind can help to explain the fact that
different individuas, confronted with an identical stimulus, reect to it in utterly different ways. It is
obvious that news coverage and mediain genera play afundamenta part in the composition of these
‘crude dataand in the way people define their Situation.

% Because this is the common perception and conventiona wisdom proclaimed by opinion leaders
(such as members of government and parliament, scientists, political parties, news papers, union
leaders, CEO's) in that society.

L It must be dlear, I’'m not daming that al popular newspapers see things way out of proportion,
that dl academic publications have things right, that ‘serious or qudity papers never share these
assumptions of the ‘ popular wisdom’.

*2 E.g., the king has power, even when he slegps.

* However, for this anticipatory reaction to take place, they must know or believe that someone
actualy posseses the relevant resources and that there is a reasonable probability of his using them to
widld power should their own (in)actions fail to accord with what they take to be hiswishes. By the
way, Wrong prefers the term ‘latent’ rather than ‘potentid’ to indicate the double sense of power as
adigpositiona concept because ‘latent’ suggests the covert presence of something actually affecting
a Stuation in contrast to the wesker implication of ‘potentid’ that something may assert its presence
under purely hypothetica or counter-factua conditions.

> |n the words of Thomas. “ The source of investors power lies, of course, in their ability to withhold
investments, ether by not investing a dl or by not investing in a particular jurisdiction. As long as
different jurisdictions are competing to land new economic activities, or keep exising ones,
companies have the potential to improve their outcomes in these bargaining games by using auctions
among governments.” (Thomas 1997: 20, 1)

% Sp the consciousness of the power subject is a crucia consideration in imputations of power on
the basis of anticipated reactions.

% Which are, of course, not to be underestimated and which are well documented

> One can ask if the nation State ever reached afull sovereignity over its territory.

% |ndeed, there are a lot of resemblances with previous periods, eg. pre-1913 period, but
recurrence is not the same as blind reproduction. Although processes can be driven by the same
logic, law, principle or whatever, they can have very different consequences in a different spatia-
tempord locus.

% Not only in the sense of regionaism, nationalism, devolution (structure) and so on, but aso refering
to the functions (role) of the state and its place (pogtion) in contemporary society. Introducing
concepts as ‘non-date actors will be insufficient, since it implies that states are dominant and other
actors are secondary (Willetts 1997).
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