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Text number 2
Globalization and its impact on the State

The lifting of trade barriers, liberalization of world capital markets, and swift technological progress, especially in the fields of information technology, transportation and telecommunications, have vastly in-creased and accelerated the movement of people, information, commodities and capital. Correspondingly, they have also broadened the range of issues which spill over the borders of nation-States requiring international norm-setting and regulation and, therefore, consultation and formal negotiations on a global or regional scale. Many of the problems afflicting the world today - such as poverty, environmental pollution, economic crises, organized crime and terrorism – are increasingly trans-national in nature, and cannot be dealt with only at the national level, nor by State to State negotiations.  

Greater economic and social inter-dependence seems to affect national decision-making processes in two fundamental ways. It calls for a transfer of decisions to the international level and, due to an increase in the demand for participation it also requires many decisions to be transferred to local levels of government. This implies that “public policies are undertaken at different levels".
Thereby, globalization entails complex decision-making processes, which take place at different levels, namely sub-national, national and global, paving the way to a growing multi-layered system of governance.  

The fact that cooperation and regulation are required on many levels as a consequence of the complexities and trans-national nature of present world issues has led a number of scholars to predict the "end" of national state power. Some argue that the State may only adjust to globalization, but not have an active role in it. Some believe that the State will become obsolete. 

Despite the many concerns about the loss of sovereignty, the State remains the key actor in the domestic as well as international arenas. The popular assumption that the emergence of global civil society, and increasing levels of cross-border trade, finance and investment flows turns the nation-State into an anachronism is wrong. In the international arena, closer cooperation and concerted action among States represent an exercise of State sovereignty. Such concerted action does not necessarily weaken States; rather, it can strengthen them by creating a more stable international environment and by giving them greater scope to expand their exchanges in a variety of fields. Moreover, globalization without effective and robust multilateralism is bound to lead to crisis because markets are neither inherently stable nor equitable. The many "challenges that we confront today are beyond the reach of any State to meet on its own. At the national level we must govern better, and at the international level we must learn to govern better together. Effective States are essential for both tasks, and their capacity for both needs strengthening" (UN, 2000, Millennium Report, A/54/2000).

We should not overlook the fact that the entire edifice set up for global governance is currently designed by nation-States and driven by the initiatives which they undertake. 

Since its inception, the nation-State has guaranteed internal and external security; underpinned the law; funded national welfare systems; provided the structures for popular representation; instituted public accountability; and built the framework for economic and social activities. During the last century, the responsibilities of the State have expanded in all these areas. "The need to supply collective public goods, to manage externalities and to provide for minority needs will persist even in a world of expanded globalization".

There is no evidence that globalization will reduce the relevance of such functions. If anything, it makes them even more necessary.  

Thus, the image of a borderless world in which the nation-state has little or no relevance is in many ways misleading. As a matter of fact, two realities co-exist. One is the so-called borderless virtual world where geography does not count, and communication and business transactions can occur in a matter of seconds. The other world is that of the everyday life of people in which borders still count, local realities are still complex and very different among themselves, and most fundamentally where social and economic problems still need to be addressed. In addition, although there may seem to be cultural convergence, this phenomenon is only superficial and it does not seem to affect the core cultural values of different countries.  

"The State will persist because the need for the State has grown, but also because the local resource pools and socioeconomic problems on which States are based are undiminished". Only the State can guarantee, through independent courts, the respect of human rights and justice; promote – together with other actors - the national welfare, and protect the general interest. Its role is also fundamental in operating the intricate web of multi-lateral arrangements and inter-governmental regimes. It is still States, collectively or singly, that set the rules of the game, that enter into agreements with other States, and that make policies which shape national and global activities, and the agenda of integration; though this is true in principle, in reality the problem of capacity inadequacy of individual States has become clearly pronounced. This means that some States have more political leverage in shaping the international agenda whereas others have a less active role, as is the case for many developing countries.  

The question of whether globalization negatively affects the capacity of the State to provide social services and goods has also been greatly debated.  According to the findings contained in Part Two of the United Nations World Public Sector Report 2001 on “Globalization and the State”, globalization does not reduce the size of the State. The cross-section evidence on the relationship between openness and the size of central governments, as measured by expenditure and taxation, presented in the above-mentioned publication, shows that there is no conflict between openness and government expenditure. On the contrary, governments of open economies tend to spend a significantly larger portion of their GDP (gross domestic product) and collect the additional taxes needed for this task. Opening to the world economy might be accompanied by a reduction in the size of government only if policy-makers believe that small government is a condition for open markets. In reality, there is no evidence in the decade of the 1990s that openness led to a reduction in the size of government.  

The majority of the "globalizers" thus registered increases in expenditure and tax revenue. The ILO (International Labor Organization) has reached the same conclusions and has emphasized that "up to now some of the countries with the most open economies have the highest levels of social spending (for example, most of the Nordic countries, Austria, Germany, the Netherlands). Open national economies in the global economy are not required to have low social spending. On the contrary, a high level of social protection would appear to be necessary in countries that are more exposed to external risks or have to undergo difficult structural adjustments".
The argument that globalization produces a reduction of the Welfare State and therefore a cut in social spending, is not supported by evidence. On the contrary, a strong democratic State is needed to redistribute the benefits of globalization and to minimize the costs that some segments of the population may bear. 

To put it more simply, globalization may require that the State improve its capacity to deal with greater openness, but it does not seem to undermine its size nor its fundamental role within the national and international landscapes. To be sure, the State remains central to the well-being of its citizens and to the proper management of social and economic development. The State is also responsible for adopting policies, which are conducive to greater economic integration. We should not forget that further global integration can be reversed by state policies inimical to openness, as occurred between the two World Wars.

In brief, globalization does not reduce the role of the nation-State, but redefines it given the pressures and responses it must give at the local, national and international levels.  
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