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It has become fashionable to assert that the era
of the nation state is over, that national-level
governance is ineffective in the face of globa-
lised economic and social processes. It is clai-
med that from the 1970s onwards we have wit-
nessed the creation of a truly global economy,
one in which world market forces are stronger
than even the most powerful states (Strange
1996). National economies are being subsumed
into one global economy, in which internatio-
nal financial markets and trans-national com-
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panies dominate. Capital is mobile and will lo-
cate wherever advantage dictates. Labour is re-
latively static, and must adjust its expectations
to meet the new pressures of international
competitiveness. Distinct national regimes of
extensive labour rights and social protection
are obsolete, as are monetary and fiscal poli-
cies contrary to the expectations of global mar-
kets and trans-national companies. The nati-
on state has ceased to be an effective econo-
mic manager. It can only provide those social
and public services international capital deems
essential and at the lowest possible overhead
cost. This rhetoric is commonplace among the
politicians and the media, but for intelligent
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versions that argue their case see Ohmae (1990)
and Reich (1992).

Nation states in this new perspective have
become the local authorities of the global sys-
tem. They can no longer independently affect
the level of economic activity or employment
within their territories, rather that is dictated by
the choices of internationally mobile capital.
The job of nation states is like that of munici-
palities within states heretofore, to provide the
infrastructure and public goods that business
needs at the lowest possible cost.

The most diverse voices articulate this rhet-
oric of “globalisation”. For management gurus
like Kenichi Ohmae the new globalised econ-
omy allows companies and markets to allocate
the factors of production to greatest advantage,
without the distortions of state intervention.
Free trade, trans-national companies and world
capital markets have set business free from the
constraints of politics, able to provide the
world’s consumers with the cheapest and most
efficient products. Globalisation realises the
ideals of mid-nineteenth century free-trade lib-
erals like Cobden and Bright, that is, a de-mil-
itarised world in which business activity is pri-
mary and political power has no other task than
the protection of the world free trading system.
For the Right in the advanced industrial coun-
tries globalisation is a godsend. It provides a
new lease of life after the disastrous failure of
their monetarist and radical individualist poli-
cy experiments in the 1980s. Labour rights and
social welfare of the kind practised in the era
of national economic management will render
Western societies uncompetitive in relation to
the newly industrialising economies of Asia and
must be drastically reduced. For the radical
Left, globalisation proves the reality of the
world capitalist system and the illusory nature
of national reformist strategies.

The End of the Keynesian Era

Left and right can thus mutually celebrate the
end of the Keynesian era. National economic
management, full-employment and sustained
growth, standardised mass production with
large semi-skilled manual labour forces, corpo-
ratist collaboration between industry, organised
labour and the state – these factors, central to

the period of the post-1945 Great Boom, cre-
ated conditions that favoured the political in-
fluence of organised labour and that confined
credible political policies to a centrist and re-
formist path. The dominance of volatile inter-
national markets, the change to flexible meth-
ods of production and the radical re-shaping of
the labour force, fitful and uncertain growth,
the decline of organised labour and corporat-
ist intermediation, have all rendered reformist
strategies obsolete and reduced the centrality of
national political processes, whether competi-
tive or cooperative.There is some truth in the
proposition that national politics in the ad-
vanced countries is increasingly a “cool” poli-
tics. It is no longer a matter of war and peace,
or of class conflict. It is no longer a matter of
mass mobilisation for common national efforts.
For the globalists national-level politics is even
less salient because it cannot greatly alter eco-
nomic and social outcomes, unless foolish in-
terventionalist strategies are adopted that par-
ties undermine national competitiveness.

Hence national politics becomes more like
municipal politics, a matter of providing mun-
dane services. Hence energy drains out of con-
ventional politics, away from established par-
ties, and first rate people cease to be attracted
by a political career. Energy flows into the pol-
itics of morality – into issues like abortion, gay
rights, animal rights, the environment, etc.

Activist or “hot” politics can be played as
primary politics without fear that this will dis-
tract or divert attention from vital “national”
issues - for these are now mundane. The decline
in the centrality of national level politics, of
war, of class conflict and revolution, of effec-
tive economic management and social reform,
frees political forces from the need to cooper-
ate against enemies without or to collaborate
within to maintain national prosperity. Subna-
tionalities and regions can assert their autono-
my with less fear – being for example, an ac-
tive advocate of Breton culture and interests
will no longer have the effect of weakening
France in its life or death conflicts with Ger-
many. Equally, cultural homogeneity at the “na-
tional” level is less central in advanced states
linked to world markets, since the nation state
as a political entity can offer less. Hence reli-
gious, ethnic and lifestyle pluralism can expand
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within such states and groups within national
states grow in significance as alternative foci
of allegiance for their members.

These arguments find some force. There is
no doubt that the salience and role of nation
states has changed markedly since the Keyne-
sian era. States are less autonomous, they have
less exclusive control over the economic and
social processes within their territories, and
they are less able to maintain national distinc-
tiveness and cultural homogeneity. However,
we shall argue:

i. that the rhetoric of globalisation is large-
ly misplaced, the international economy does
not correspond to the model of a globalised
economic system nor have national states’ roles
in economic governance declined to the extent
suggested by the most enthusiastic proponents
of the globalisation thesis;

ii. that there are an emerging series of issues
in the relationship between governance of in-
ternational markets and processes and the na-
tional governments, states are coming to func-
tion less as “sovereign” entities and more as the
component parts of an international “polity”;

iii. that while the exclusivity of political con-
trol of territory has been reduced by interna-
tionalised markets and new communications
technologies, states retain one control role that
implies directly on territory, that of regulating
populations. People are less mobile than mon-
ey, goods or ideas – they remain “nationalised”,
dependent on passports, visas, residence and
labour qualifications. The state is still the ex-
clusive possessor of its territory in that it may
include or exclude people.

The Communities of Fate

The state may have less control over ideas,
but it remains a controller of its borders and the
movement of people across them. Apart from
a “club-class” of internationally mobile highly
skilled professionals, and the desperate, poor
migrants and refugees who will suffer almost
any hardship to leave intolerable conditions, the
bulk of the world’s populations now cannot
easily move. Workers in advanced countries
have no “frontier” societies like Australia or
Argentina, to migrate to as they did in huge
numbers in the nineteenth century and in less-

er numbers in the 1970’s (Castles and Miller
1993). Increasingly the poor of Eastern Europe
and the Third World are unwelcome in ad-
vanced countries except as guest workers or il-
legal migrants working for poverty wages.
Western societies are shedding labour and lo-
cal unskilled labour finds it harder and harder
to get jobs, hence the pressure to exclude poor
migrants. In the absence of labour mobility
states will retain powers over their peoples,
they define who is and is not a citizen, who
may and may not receive welfare. In this re-
spect, despite the rhetoric of globalisation, the
bulk of the world’s population live in closed
worlds, trapped by the lottery of their birth. For
the average worker or farmer with a family,
one’s nation state is a community of fate.
Wealth and income are not global, they are na-
tionally and regionally distributed between
poorer and richer states and localities. For the
vast majority of people nation states are not just
municipalities or local authorities, providing
services that one chooses according to their rel-
ative qualify and cost.

Nationally-rooted labour has to seek local
strategies and local benefits if it is to improve
it’s lot. The question is whether business is
similarly constrained, or whether it can simply
choose new and more optimal locations. Inter-
nationality open cultures and rooted popula-
tions present an explosive contradiction. The
impoverished can watch Dallas. They know
another world is possible, whether they are
watching it in a slum apartment in an advanced
country or a shanty town in a Third World
country. The ideology of socialist revolution
may have few takers but one should not imag-
ine that the world’s poor will remain cowed or
passively accept their poverty. Their respons-
es, whether of street crime or guerilla struggles
like Chiapas, will be far harder to cope with
than old style leftist revolts. Such responses
will be local, and less aggregated in ideologi-
cal terms with other conflicts. Hence such
struggles will be left in the main to local states
and local elites to contain. The advanced world
currently does not think its frontier begins in
the jungles of Yucatan in the way it once
thought it did in the jungles of Vietnam or Bo-
livia.

As the advanced countries seek to police the
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movement of the world’s poor and exclude
them, the capriciousness of the notions of citi-
zenship and of political community will be-
come ever more evident. Advanced states will
not be able effectively to use as a principle of
exclusion the claim to cultural homogeneity –
for they are ethnically and culturally pluralis-
tic. Exclusion will be a mere fact, with no other
logic or legitimacy than that states are fearful
of the consequences of large-scale migration.
A world of wealth and poverty, with appalling
and widening difference in living standards be-
tween the richest and the poorest nations, is
unlikely to be secure or stable. Industrial work-
ers in the advanced countries fear the cheap la-
bour of well-educated and skilled workers in
the upper tier of developing countries like Tai-
wan or Malaysia. The poor of the Third World
see themselves as abandoned by a rich world
that trades more and more with itself and with
a few favoured NIC’s. Both groups are stuck
within the borders of states, forced to regard
their countries as communities of fate and to
seek solutions within the limits of their en-
forced residence.

Mere nationalism as such will provide no
solution to these problems. The assertion of
ethnic cultural or religious homogeneity may
serve as a cultural compensation for poverty,
as an opium of the economically backward, but
it will not cure it. The appeal of fundamental-
ist Islam or other forms of cultural nationalism
is to the poor and excluded. Such localising
ideologies will continue to be politically suc-
cessful in areas where significant numbers of
people see they have benefited not at all from
the world free trade order. But such ideologies
will not alter the fact of poverty.

Third World national revolutions as projects
of economic and social modernisation have
proved failures. They required autarchic with-
drawal from world markets, the socialisation of
agriculture, and forced march industrialisation.
Where such revolutions were most complete, as
in Albania or North Korea, they led to socie-
ties that reproduced the worst features of the
Soviet system. Unfortunately for the world’s
poor they could not exit the free trade system
and transform their societies by their own ef-
forts within their own borders. The problem is
that without a transformation in the internation-

al economic order, without new strategies and
priorities in the advanced countries towards the
Third World, and without large-scale foreign
capital investment poor countries are unlikely
to benefit much from turning away from autar-
chy either. The point is that in the 1960s the
national state solution still seemed viable for
the Third World, using the state power availa-
ble after independence and the legacy of soli-
darity from the anti-colonial struggle to build
a new society. Such third world revolutionary
strategies are no more viable now than are so-
cial-democratic national Keynesian strategies in
the advanced countries.

Governance and the World Economy

There can be no doubt that the era in which
politics could be explained almost exclusively
in terms of processes within nation states and
their external interactions is passing. Politics is
becoming more polycentric, with states as
merely one level in a complex system of over-
lapping and often competing agencies of gov-
ernance. It is probable that the complexity of
these superimposed authorities, both territori-
al and functional, will soon come to rival that
of the Middle Ages. But this complexity and
multiplicity of levels and types of governance
implies a world quite different from that of the
rhetoric of “globalisation”, and one in which
there is a distinct, significant and continuing
place for the nation state.

We should make it clear at this point that the
issue of control of economic activity in a more
integrated internationalised economy is one of
governance and not just of the continuing roles
of governments. Sovereign nation states
claimed as their distinctive feature the right to
determine how any activity within their terri-
tory was governed, either to perform that func-
tion themselves or to set the limits of other
agencies. That is, they claimed a monopoly of
the function of governance. Hence the tenden-
cy in common usage to identify the term “gov-
ernment” with those institutions of state that
control and regulate the life of a territorial com-
munity. Governance, that is, the control of an
activity by some means such that a range of
desired outcomes is attained, is, however, not
just the province of the state. Rather it is a
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function that can be performed by a wide vari-
ety of public and private, state and non-state,
national and international institutions and prac-
tices.

Governing powers cannot simply proliferate
and compete. The different levels of goverment
need to be tied together in a division of func-
tional control that sustains the division of la-
bour in governance. If this does not happen
then the unscrupulous can exploit and the un-
lucky can fall into the “gaps” between differ-
ent agencies and dimensions of governance.
The governing powers (international, national
and regional) need to be “sutured” together into
a relatively well-integrated system. If this does
not happen then these gaps will lead to the cor-
rosion of governance at every level. The issue
at stake is whether such a coherent system will
develop, and it takes priority over the question
of whether international governance can be
democratic (as forcefully argued by Held 1991,
1995, for example)? The answer to this former
question remains moot. But simplistic versions
of the globalisation thesis do not help to resolve
it because they induce fatalism about the capac-
ity of the key agencies in promoting coherence,
nation states.

The nation state is central to this process of
“suturing”: the policies and practices of states
in distributing power upwards to the interna-
tional level and downwards to sub-national
agencies are the sutures that will hold the sys-
tem of governance together. Without such ex-
plicit policies to close gaps in governance and
elaborate a division of labour in regulation,
then vital capacities for control will be lost.
Authority may now be plural within and be-
tween states rather than nationally centralised,
but to be effective it must be structured by an
element of design into a relatively coherent ar-
chitecture of institutions. This the more sim-
plistic “globalisation” theorists deny, either
because they believe the world economy is un-
governable, given volatile markets and diver-
gent interests, and therefore, that no element of
design is possible, or because they see the mar-
ket as a mechanism of co-ordination in and of
itself that makes any attempt at an institution-
al architecture to govern it unnecessary. The
market is a substitute for government because
it is held to be a satisfactory mode of govern-

ance, it produces optimal outcomes when its
workings are least impeded by extraneous in-
stitutional regulation.

Extreme “globalisation” theorists like Ohm-
ae (1990) contend that only two forces matter
in the world economy, global market forces and
trans-national companies, and that neither of
these is or can be subject to effective public
governance. The global system is governed by
the logic of market competition, and public pol-
icy will be at best secondary, since no govern-
mental agencies (national or otherwise) can
match the scale of world market forces. To re-
peat, this view regards national governments as
the municipalities of the global system, their
economies are no longer “national” in any sig-
nificant sense and they can only be effective as
governments if they accept their reduced role
of providing locally the public services that the
global economy requires of them. The question,
however, is whether such a global economy
exists or is coming into being? There is a vast
difference between a strictly global economy
and a highly internationalised economy in
which most companies trade from their bases
in distinct national economies. In the former
national policies are futile, since economic out-
comes are determined wholly by world market
forces and by the internal decisions of trans-
national companies. In the latter national poli-
cies remain viable, indeed, essential in order to
preserve the distinct styles and strengths of the
national economic base and the companies that
trade from it. A world economy with a high and
growing degree of international trade and in-
vestment is not necessarily a globalised econ-
omy in former sense. In it nation states, and
forms of international regulation created and
sustained by nation states, still have a funda-
mental role in providing governance of the
economy.

What Kind of International Economy?

The issue, therefore, turns on what type of
international economy is coming into being;
one that is essentially supra-national or one in
which, despite high levels of international trade
and investment, nationally located processes
and economic actors remain central? The prob-
lems of establishing the kinds of evidence that



8 Paul Hirst

will count in assessing this question, and of col-
lecting that evidence, are formidable and space
forbids their full consideration here. In Globali-
sation in Question (1996) Grahame Thompson
and I have attempted to review the evidence for
and against globalisation and have argued that
the balance of evidence seems to favour the
concept of a highly internationalised economy
that is based on trade and capital exchanges
between distinct national centres. The follow-
ing points summarise the case against the the-
sis of a truly globalised economy:

* the number of genuine TNCs is small, most
major companies continue to operate from dis-
tinct national bases and to wish to retain a dis-
tinct national identity, even though they trade
in world markets and locate part of their oper-
ations abroad;

* both foreign trade flows and patterns of
foreign direct investment are highly concentrat-
ed, both are overwhelmingly between the ad-
vanced industrial states and a small number of
NIC’s; thus income and wealth remain phenom-
ena that are nationally distributed and which are
extremely unequal, thus 14% of the world’s
population accounted for 80% of investment
flows in the period 1980-91 and 14% of the
world’s population for 70% of world trade in
1992, the world’s economy is far from “glo-
bal”, rather it is substantially confined to the
Triad of Europe, North America and Japan;

* the figures for stocks and flows of FDI
demonstrate that the alarmist version of the glo-
balisation thesis that sees capital moving inex-
orably from high-wage advanced countries to
low-wage developing countries (and with it
employment and output) is inaccurate;

* the evidence that world financial markets
are beyond regulation is by no means certain,
for example, extreme volatility in exchange
rates is in the interest only of short-term spec-
ulators and periods of turbulence have been fol-
lowed by more or less successful attempts at
stabilisation and regulation, as with the efforts
of the G7 in the 1980’s with the Louvre and
Plaza accords or current debates on the need for
a new Bretton Woods system of fixed exchange
rates within broad bands (Uzan 1996);

* many commentators assume that rapid
growth trends in the developing world (partic-
ularly China and South and East Asia) will re-

sult in a radical redistribution of output and in-
come; overwhelming the Triad in 20–30 years
time – the problem with such analyses is that
they project current trends forward beyond the
calculable, but if previous historical experience
is anything to go by such growth rates (partic-
ularly in China) are probably too high to be
sustained and generally they seem to depend on
authoritarian governments’ ability to repress the
political protests of the loosers in these highly
uneven processes of development, and, as the
Iranian revolution of 1978 indicates, this is by
no means guaranteed.

The ongoing battles between the public pol-
icy of the advanced nations and the major fi-
nancial markets are by no means settled, but
there is no reason to believe market forces will
inevitably prevail over regulatory systems, de-
spite setbacks like the unravelling of the EMS.
The reason is that most players in the interna-
tional economy have an interest in financial sta-
bility, including the major companies, for
whom the reduction in uncertainty is of obvi-
ous advantage in their planning of investment,
and in their production and marketing strate-
gies. The idea, common among extreme glo-
balisation theorists, that major companies ben-
efit from an unregulated international environ-
ment is a strange one. Calculable trade rules,
settled and internationally common property
rights, and exchange-rate stability are a level
of elementary security that companies need to
plan ahead, and therefore, a condition of con-
tinued investment and growth. Companies can-
not create such conditions for themselves, even
if they are “transnational”. Stability in the in-
ternational economy can only be had if states
combine to regulate it and to agree on common
objectives and standards of governance. Com-
panies may want free trade and common re-
gimes of trade standards, but they can only
have them if states work together to achieve
common international regularation.

Equally, the notion that companies should
wish to be trans-national in the sense of extra-
territorial is a strange one. The national eco-
nomic bases from which most companies op-
erate actually contribute to their economic ef-
ficiency and not just in the sense of providing
low-cost infrastructure. Most firms are embed-
ded in a distinct national culture of business
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that provides them with intangible but very real
advantages. Managers and core staff have com-
mon understandings that go beyond formal
training or company policies. Genuinely trans-
national companies, with no primary location
and a multi-national workforce, would have to
try to create within the firm the cultural advan-
tages and forms of identification that other
firms get almost free from national institutions.
They would have to get core workers to put the
company first as a source of identification and
build a cohesive non-national managerial elite
that can communicate implicitly one with an-
other. This trans-nationality has traditionally
only been achieved by non-economic organisa-
tions with a strong ideological mission as an
alternative focus of loyalty to countries and
states, such as the Society of Jesus. This would
be difficult for companies to match. It is diffi-
cult to make the firm the exclusive cultural fo-
cus of an individual’s life, and for individuals
to make an ongoing commitment to one com-
pany, entirely removed from national connec-
tions. The Japanese managers and core work-
ers who see the firm as a primary and ongoing
social community do this in a national context
where this makes sense.

National  Advantages

Companies benefit not just from national
business cultures, but from nation states and
national communities as social organisations.
These national business systems are quite dis-
tinct from the forms of homogeneity preached
by cultural nationalists, but they remain tena-
ciously distinctive in a way that many other
forms of national culture do not. Companies
benefit from being enmeshed in networks of
relations with central and local governments,
with trade associations, with organised labour,
with specifically national financial institutions
orientated toward local companies, and with
national systems of skill formation and labour
motivation. These networks provide informa-
tion, they are a means to co-operation and co-
ordination between firms to secure common
objectives, and they help to make the business
environment less uncertain and more stable –
a national economic system provides forms of
reassurance to firms against the shocks and the

risks of the international economy. Such nation-
al business-orientated systems have been most
evident in Germany and Japan, both of which
have had strongly solidaristic relationships be-
tween industry, labour and the state.

But national advantages are not confined to
those societies whose institutions promote sol-
idarity in order to balance co-operation and
competition between firms and between the
major social interests. The USA has a national
business culture that emphasizes competition
and the autonomy of the individual corporation,
but US firms have very real benefits in remain-
ing distinctly American. For example, that the
Dollar remains the medium of international
trade, that regulatory and standard-setting bod-
ies like the FAA and FDA are world leaders
and work closely with US industry, that the US
courts are a major means of defense of com-
mercial and property rights throughout the
world, that the Federal Government is a mas-
sive subsidiser of R & D and also a strong pro-
tector of the interests of US firms abroad.

The globalisation theorists paint a picture of
a world set free for business to serve consum-
ers. States and military power cease to matter
in the face of global markets. In this view eco-
nomics and politics are pulling apart, and the
latter is declining at the expense of the former.
As markets dominate and the results of markets
are legitimated by free competition and seen to
be beyond national control, so states come to
have less capacity to control economic out-
comes or to alter them by force. Attempts to
use military force for economic objectives
against the interests of world markets would be
subject to devastating, if unplanned, economic
sanction: plunging exchange rates, turbulent
stock exchanges, declining trade, etc. War
would cease to have any connection with eco-
nomic rationality – most societies would have
become inescapably “industrial” rather than
“militant”. War would become the recourse of
failed and economically backward societies and
political forces, driven by economically irra-
tional goals like ethnic homogeneity or reli-
gion. This world free for trade is the dream of
classical economic liberalism since its incep-
tion.

Markets and companies cannot exist without
a public power to protect them, whether it is
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at the world level with the major states con-
fronting authoritarian regional powers seeking
to annex wealth by force, as with Sadaam Hus-
sain’s seizure of Kuwait, or at the local level
of policing against pirates or gangsters. The
advanced states do at present trade predomi-
nantly one with another and, indeed, are unlike-
ly to fight one another. But the world’s free
trading order does require military force to back
it and this only the advanced countries and, in
particular, the USA, can provide.

The advantages provided by public power to
companies and markets are not confined to the
national level. Indeed, for many vital services
to business and forms of co-operation between
firms national-level institutions are too remote
for adequate local knowledge and effective
governance. Regional governments are provid-
ers of vital collective services to industry
throughout the advanced industrial world. In
particular, regional governments are the pub-
lic articulation of industrial districts composed
of small and medium sized firms, and are a
major reason why such firms can be interna-
tionally competitive and enjoy advantages com-
parable to the economies of scale of larger
firms. The existence of regional economic gov-
ernance, of thriving industrial districts, and of
an effective partnership and division of labour
between national states and regional govern-
ments are central components of the success of
national economies in world markets.

If the forgoing arguments are true then com-
panies, large and small, that are active in in-
ternational markets have a strong interest in the
continued public governance, national and in-
ternational, of the world economy. Internation-
ally they seek a measure of security and stabil-
ity in financial markets, a secure framework of
free trade, and the protection of commercial
rights. Nationally they seek to profit from the
distinct advantages conferred by the cultural
and institutional frameworks of the successful
industrial states. If companies have such inter-
ests then it is highly unlikely that an un-
governed global economy composed of unreg-
ulated markets will come into existence. Glo-
balisation theorists tend to rely either on the
providentialist assumptions derived from a sim-
plistic reading of neo-classical economics, that
as markets approach perfection and freedom

from external intervention they become more
efficient as allocative mechanisms, or the
gloomy suppositions of the Marxist Left, that
international capital is an unequivocally malev-
olent force and one indifferent to national or
local concerns. In the former case, the public
power is a virtual irrelevance, its actions (be-
yond essential tasks like the protection of prop-
erty) can do little but harm. In the latter case
political authority submits to the will of capi-
tal and can do nothing to counter it within the
existing world system.

In the work of the more extreme globalisa-
tion theorists the views that the international
economy is ungovernable and that nation
states cannot affect economic outcomes are
closely linked. The value of “globalisation”
for conservative political rhetoric is evident.
Local labour must submit to international cap-
ital and world competitive pressures. Equal-
ly, “globalisation” seems to rule out traditional
national social democratic strategies or any
active macro-economic policies. But is this the
case?

Economic Governance and its Levels

Is the international economy ungovernable?
Is public power at the national level unable to
alter economic outcomes? There is no reason
why either of those propositions should hold in
general. Most globalisers have foreshortened
memories, they forget that the international
economy was in many respects as open between
1870 and 1914 as it is today and that deter-
mined efforts were made to recreate it after
1918. The ineffectiveness of national econom-
ic management is seen in the context of the de-
cline of Keynesian strategies. But states had
public policies with regard to macro and micro
economic objectives before the period in which
national governments practised demand man-
agement. Moreover, the possibility of national
Keynesian strategies after 1945 depended on a
period of economic growth, but also trade lib-
eralisation through the initial regime of GATT
and for at least part of the time a regime of
semi-fixed exchange rates through the Bretton
Woods system. National strategies relied on a
context of international governance of key eco-
nomic variables. Likewise, the possibility of a
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common interest between labour and capital at
the national level, the condition for state-based
social democratic strategies, may no longer
hold good even in relatively solidaristic coun-
tries like Germany. But, in the broadest sense,
localised labour and relatively immobile capi-
tal locked into manufacturing and services, both
have an interest in preventing the more extreme
forces of turbulence in international financial
markets. Business will not, therefore, oppose
all international economic governance. Hence
states will find both interest constituencies, la-
bour and capital, supporting a measure of re-
regulation of the international economy. This
may not be the old national pact between la-
bour and capital reproduced at a supranational
level, but it does imply that on the most basic
level within nations and between nations there
is some considerable commonality of interest
in economic stability and the reduction of un-
certainty.

Governance is possible at five levels, from
the international to the regional:

i. through agreement between the major na-
tion states, specifically the G3 (Europe, Japan
and North America), to stabilise exchange rates
within world bands and, perhaps, to limit spec-
ulative short-term financial transactions by a
turnover tax like that proposed by James Tob-
in, thereby reducing the possible gains from
specialising in the short-term recycling of fi-
nancial assets;

ii. through a substantial number of states cre-
ating international regulatory agencies for some
specific dimension of economic activity, such
as the WTO to police the GATT settlement, or
possible authorities to police foreign direct in-
vestment or common environmental standards;

iii. through the governance of large economic
areas by trade blocs such as the EU or NAF-
TA, both are large enough to pursue social and
environmental objectives in the way a medium-
sized nation state may not be able to do inde-
pendently, enforcing high standards in labour
market polices or forms of social and environ-
mental protection – the blocs are big enough
markets in themselves to stand against global
pressures on specific policy issues if they so
choose;

iv. national-level policies that balance co-
operation and competition between firms and

the major social interests, producing quasi-vol-
untary economic co-ordination and assistance
in providing key inputs such as R & D, the reg-
ulation of industrial finance, international mar-
keting, information and export guarantees,
training, etc., thereby enhancing national eco-
nomic performance and promoting industries
located in the national territory;

v. regional level policies of providing collec-
tive services to industrial districts, augmenting
their international competitiveness and provid-
ing a measure of protection against external
stocks.

Such institutional arrangements and strate-
gies can assure some minimal level of inter-
national economic governance, at least to the
benefit of the major advanced industrial na-
tions. Such governance cannot alter the ex-
treme inequalities between those nations and
the rest, in terms of trade and investment, in-
come and wealth. Unfortunately, that is not
really the problem raised by the concept of
globalisation. The issue is not whether the
world’s economy is governable toward ambi-
tious goals like promoting social justice,
equality between countries and greater demo-
cratic control, but whether it is governable at
all . If a process of globalisation were to
threaten jobs, investment and living standards
in the advanced nations, then it would under-
cut any prospect of acting against the gross
inequalities we see in the world today. That
process is also likely to be cut short, for (faced
with economic ruin) the major advanced states
would raise trade barriers against NICs and
attempt to re-localise production.

If such mechanisms of international govern-
ance and re-regulation are to be initiated then
the role of nation states is pivotal. Nation
states should no longer be seen as “governing”
powers, able to impose outcomes on all dimen-
sions of policy within a given territory by their
own authority, but as loci from which forms
of governance can be proposed, legitimated
and monitored. Nation states are now simply
one class of powers and political agencies in
a complex system of power from world to lo-
cal levels, but they have a centrality because
of their relationship to territory and popula-
tion.
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The New “Sovereignty”

Populations remain territorial and subject to
the citizenship of a national state. States remain
“sovereign”, not in the sense that they are all-
powerful or omnicompetent within their terri-
tories, but because they police the borders of
a territory and, to the degree that they are cred-
ibly democratic, they are representative of the
citizens within those borders. Regulatory re-
gimes, international agencies, common policies
sanctioned by treaty, all come into existence
because major nation states have agreed to cre-
ate them and to confer legitimacy on them by
pooling sovereignty. Sovereignty is alienable,
states cede power to supra-state agencies, but
it is not a fixed quantum. Sovereignty is alien-
able and divisible, but states acquire new roles
even as they cede power, in particular they
come to have the function of legitimating and
supporting the authorities they have created by
such grants of sovereignty. If “sovereignty” is
of decisive significance now as a distinguish-
ing feature of the nation state, it is because the
state has the role of a source of legitimacy in
transferring power or sanctioning new powers
both “above” it and “below” it. Above –
through agreements between states to establish
and abide by forms of international governance.
Below – through the states’ constitutional or-
dering within its own territory of the relation-
ship of power and authority between central,
regional and local governments and also the
publicly recognised private governments in civ-
il society. Nation states are still of central sig-
nificance because they are the key practition-
ers of the art of government as the process of
distributing power, ordering other governments
by giving them shape and legitimacy. Nation
states can do this in a way no other agency can,
they are pivots between international agencies
and sub-national activities, because they pro-
vide legitimacy as the exclusive voice of a ter-
ritorially-bounded population. They can prac-
tice the art of government as a process of dis-
tributing power only if they can credibly
present their decisions as having the legitima-
cy of popular support.

In a system of governance in which interna-
tional agencies and regulatory bodies are al-
ready significant and are growing in scope, na-

tion states are crucial agencies of representa-
tion. Such a system of governance amounts to
a global polity and in it the major nation states
are the global “electors”. States ensure that, in
a very mediated degree, international bodies are
answerable to the world’s key publics, and that
decisions backed by the major states can be en-
forced by international agencies because they
will be reinforced by domestic laws and local
state power.

Such representation is very indirect, but it is
the closest to democracy and accountability that
international governance is likely to get. The
key publics in advanced democracies have
some influence on their states and these states
can affect international policies. Such influence
is the more likely if the populations of several
major states are informed and roused on an is-
sue by the world “civil society” of trans-nation-
al NGO’s. Such NGO’s, like Greenpeace or the
Red Cross, are more credible candidates to be
genuine transnational actors than are compa-
nies. It is easier to create a cosmopolitan agen-
cy for a common world causes like the envi-
ronment or human rights than it is to build a
rootless business whose staff identify with it
above all else in the world.

Moreover, the category of non-governmen-
tal organisations is a misnomer. They are not
governments, but many of them play crucial
roles of governance, especially in the interstices
between states and international regulatory re-
gimes. Thus Greenpeace effectively polices in-
ternational agreements on whaling. Equally,
where nation states are indeed as weak and in-
effective as the “globalisation” theorists sup-
pose all  states to be, as in parts of Africa,
NGO’s like Oxfam provide some of the elemen-
tary functions of government, such as educa-
tion as well as famine relief.

An internationally governed economic sys-
tem, in which certain key policy dimensions are
controlled by world agencies, trade blocs, and
major treaties between nation states ensuring
common policies, will thus continue to give the
nation state a role. This role stresses the spe-
cific feature of nation states that other agencies
lack, their ability to make bargains stick, up-
wards because they are representative of terri-
tories, and downwards, because they are con-
stitutionally legitimate powers. Paradoxically
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then, the degree to which the world economy
has internationalised (but not globalised) rein-
states the need for the nation state, not in its
traditional guise as the sole sovereign power,
but as a crucial relay between the internation-
al levels of governance and the articulate pub-
lics of the developed world.

A Note on Further Reading

The literature on globalisation is vast, and
apart from the extreme views many authors ar-
gue that a fundamental shift has taken place in
the international economy: Chase-Dunn (1989),
Dicken (2nd ed. 1992), Dunning (1993), Julius
(1990), and Kennedy (1993). Ruigrok and van
Tulder (1995) challenge the view that compa-
nies have become trans-national.

For views of the political system: see Camill-
eri and Falk (1992) for a careful review of re-
cent developments on national sovereignty, and
Horsman and Marshall (1994) for an argument
that world economic and social changes are
rapidly reducing the power of the nation state.
Rosenau (1990) is a valuable review of the
changing forces and issues in world politics, as
is McGrew and Lewis (1992). Rosenau and
Czempiel (eds.) (1993) is the most suggestive
source on forms of governance beyond the na-
tion state. Ostrom (1990) is a powerful argu-
ment about the conditions in which it is possi-
ble to regulate the use of common resources,
and shows the formidable difficulties of re-
gimes to govern the “global commons”. Held
(1991), (1995) raises the legitimate if deeply
problematic issue of democratic government in
an internationalising world.
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