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Week 6 Lecture 1. The Role of the State
GEOG 2200

What is a State?
The state is the basic organizing unit of modern political life. BUT it differs from the notion of a nation. A nation refers to a group of people who feel themselves to be distinctive, on the basis of a shared historical experience and cultural identity which may be expressed in terms of ethnicity, language and/or religion. A state, on the other hand, refers to a set of institutions for the protection of a society as operating within an internationally recognized defined territory. These two ideas come together to form nation states in cases where the state territorially contains only one nation. The corollary of this is that not all national groups have their own state.

The role of the state in social regulation is directed towards the goal of ensuring social and economic stability, thereby creating conditions that allow for prosperity. The state assumes two basic functions in this respect. First, there is its ‘accumulation’ function. A key task of the state is supporting and protecting economic development within its territory. This includes designing economic strategies, promoting innovation and competitiveness, and administering education and training programmes. The second key function is ‘legitimation.’ This refers to a range of activities designed to maintain social order, ensuring that the capitalist system and its associated structures retain their legitimacy in the eyes of the state’s citizens. This includes welfare systems.

Key regulatory activities undertaken by the state include:
· Maintenance of property rights and governance of territory
· Management of territorial boundaries
· Control of macroeconomic trends
· Governance of product markets
· Governance of financial markets
· Provision of basic infrastructure
· Selection and development of economic growth strategies
· Production and reproduction of labour 
· Other activities – public health, citizenship rights, income and wealth distribution, reduction of poverty, cultural development, socialization, environmental protection/enhancement

The state is explicitly geographical in form. A state and a ‘people’ rarely correlate geographically. Most modern states have many groups of peoples. So most states contain considerable internal diversity, both in terms of its citizenry but also in terms of economic conditions, cultural values and political allegiances. This variation has generally been addressed by tiers of governments with differing realms of responsibilities – for us, it is a federal form. But the notion of a coherent national structure and economy has been seriously disrupted by external forces as well through the process of globalization and the formation of a global set of institutions such as the WTO, the IMF and the World Bank, as well as such UN organizations at the FAO and WHO, UNEP and UNDP.

The modern state is often regarded as a natural phenomenon. In reality, however, the state, as we understand it today, is a relatively new idea. It has been suggested that the State was a necessary political form for the maturation of capitalism and that it was also the outcome of capitalism. That is to say it was both a necessary condition and outcome of European capitalism.

The modern state is the product of history and historical processes that took place in Western Europe following the Peace of Westphalia in 1648. What did this Peace achieve? 

The Peace of Westphalia consisted of two Treaties (the Treaty of Münster and the Treaty of Osnabrück signed in October and May 1648 respectively) which ended the Thirty Years' War and the Eighty Years’ War. The Peace also marked the end of the Holy Roman Empire and ushered in the modern European state system, creating the basis for the modern international system of independent states. 

There are four main principles from the treaty:
1. The principle of the sovereignty of nation-states and the concomitant fundamental right of political self-determination; 
2. The principle of (legal) equality between nation-states; 
3. The principle of internationally binding treaties between states; and, 
4. The principle of non-intervention of one state in the internal affairs of other states.

But the Peace did not rid Europe of some facets of feudalism – monarchies actually gained in power. The growth of the state was subsequently closely associated with the rise of absolute monarchies. These monarchies established centralized bureaucracies, systems of taxation, and large armies to defend their territory. 

So, the idea of the modern state is quite young – slightly older than 350 years. Can we say that it has fully matured yet?

Fluidity of State Creation

Let’s take a quick look at the fluidity of states in only the past one hundred years:
· Pre-World War 1 map of Europe
· Post-World war 1 map of Europe
· Post-World war 2 map of Europe (Cold War)
· Today’s map of Europe
· Map of Africa pre-World War 1
· Post-World war 1 map of Africa
· Post-World war 2 map of Africa (Cold War)
· Today’s map of Africa

States today
Coe, Kelly and Yeung (2008) identify eight types of states in the world today:
· Neo-liberal states – such as the United States , the United Kingdom, Australia and New Zealand;
· Welfare states – such a Germany and France in Western Europe, and Sweden, Norway and Finland;
· Developmental states – Japan, and the NICs of Brazil, Mexico, Singapore, Taiwan, South Korea, India;
· Transitional states – post-socialists countries of Eastern Europe and of the former Soviet Union, China, Southeast Asian nations;
· Weak and dependent states – African, Central/South American and middle East countries; and
· Failed states – Somalia, Congo, Afghanistan, East Timor, Bosnia.
Where do you think Canada fits?

The ‘Qualitative’ State
The idea of the State as the ‘Qualitative’ State draws upon the works of Karl Polanyi. He argued, in the 1940s and 1950s, that the state plays a crucial role in matching the supply and demand of commodities and that the markets do not operate in a vacuum but rather in abroad social and political environment. In other words, we have a political economy. Polanyi’s interpretation of the qualitative perspective highlights the importance of the state itself as an actor in processes of globalization and economic restructuring rather than being a rather archaic and passive entity.

O’Neil (1997) further developed the idea of the ‘Qualitative’ state to describe the specific roles that the state plays in the economy, the key policies that it introduces, and the geographical impacts of these policies. To O’Neil, the ‘qualitative’ state is based on three main points. First, in rejecting the notion of the state as a single, unified entity with a highly centralized structure, O’Neil argues that a state is structured by a continual process interaction between state agencies and non-state agencies within the society (like business organizations and trade unions). Second, the state always plays a crucial role in the construction and operation of the market, including those operating at the international scale. Third, a qualitative view of the state overcomes what he described at the politically disabling argument that the powers of the nation-state are being eroded by globalisation and neoliberalism emphasizing instead that they are being transformed.

Seen as the necessary political form for the maturation of capitalism, the modern ‘Qualitative’ state has taken several forms (different interpretations) over the past century.

First there was the Keynesian Welfare State
Comprehensive welfare states were established in the developed countries of Europe and North America in the 1940s. These formed out of the experience of the Great Depression of the 1930s (as well as the critique of the more ‘open’ liberal states of the early and mid-Industrial Revolution. Most of these states incorporated various degrees of national programmes designed to provide retirement pensions, widow’s benefits, sickness and unemployment benefits, as well as social medicare and other social programmes. 

The Kenyesian Welfare State consisted of the following key features: 
· Its primary scale of concern and action was the state itself. It focused on national, centralized regulation and management of the national economy with some local delivery of welfare services (again varying based upon the political structure of the country).
· Its economic policies were also directed at the state itself. Based upon Keynesian economics, the state’s principle concern was with full employment and demand management. Provision of infrastructure to support mass production and consumption.
· Its social policies were grounded in Fordist economic structure. This consisted of big business, big labour and big government (together known as organized capitalism). This economic framework embraced collective bargaining and state support in expanding mass consumption. Expansion of welfare and redistributionist policies.
· Its spatial policies reflected equity within the national framework. Goal of spatial integration and regional balance. Redistribute resources between rich and poor regions.

It was closely bound to the consolidation of Fordism as a regime of accumulation and mode of growth based as it was on mass production and mass consumption. The Keynesian Welfare State operated at the scale of the territorial state as the key unit of economic organization. Keynesianism assumed a high degree of closure of national economies to international trade and financial flows. Keynesianism emphasized the need for the state to take an active role in managing the national economy through fiscal policies, importantly taxation/redistribution and government expenditure. Keynesian economics was very successful in driving sustained growth between the late 1940s and early 1970s.

The Keynesian Multiplier
Keynes had become to question the assumptions of neoclassical economics that he saw were at odds with the ‘real world’ during the depression of the 1930s. He argued that the depression was being intensified by orthodox policies aimed at balancing the budget and limiting the role of the state. It was during this time that he came up with his multiplier. The multiplier referred to the snowball or ‘knock-on’ effect of additional expenditures or investment in the economy. This multiplier effect, however, works in both directions. This means that a relatively small downturn in investment and expenditure can have significant effects on the overall level of activity in an economy. This made it all the more important for government to take an active role in countering the fluctuations of the economic cycle. 

Keynesian Regional Policy
An important national goal under the Keynesian framework was the fostering of spatial integration within states creating a regionally balanced economy. The goal of spatial Keynesianism was to reduce the gap between rich and poor regions. This was to be achieved through a national system of progressive taxation and welfare expenditures through which wealth was transferred from core to peripheral regions of a state. Regional policies sought to induce companies to locate facilities and activities in depressed regions. This was a highly top-down approach based upon grants and incentive programmes. At the same time, growth in the core regions was dampened or restricted.

Everything was going great until we hit the 1970s. The Keynesian state began experiencing growth problems in the late 1960s as Fordism began losing momentum and a post-Fordist world began to form. Bretton Woods came under increasing pressure until in 1971 the US government abandoned the fixed exchange system. Mass production had saturated the markets. Wages had increased, outstripping productivity. International flows of capital and goods were on the rise that undermined the foundation of Keynesian State that was based on the assumption of the relatively closed national economy.

A loose monetary policy, adopted by both the US and UK helped to sustain the post-war boom up to 1973. They printed money and kept interest rates low in order to sustain growth. This resulted in accelerating inflation leading to a tightening of fiscal policies. Then along came OPEC and the quadrupling of oil prices in the winter of 1973-74 fueling inflation. This triggered a severe economic downturn. Industrial production in the ‘advanced capitalist countries’ (of the US, Canada, UK, France, Germany, Italy and Japan) fell by 10% between July 1974 and April 1975. Unemployment began to rise. Investment fell. Output stagnated. Inflation continued to rise. All of this led to a phenomenon termed stagflation.

Out of this period, came two new interpretations of the modern state: the Development State and the Competition (Neoliberal) State. Both of these were based upon what is known as disorganized capitalism.

The emergence of the Development State
As the developed countries were adopting various versions of the Keynesian Welfare State, developing countries faced a choice of two types of industrialization strategies during the 1950s:
· Import substitution industrialization (ISI), or
· Export-oriented industrialization (EOI).
ISI involved a country attempting to produce for itself goods that were formerly imported through import substitution. EOI was based upon producing goods or services for the export market.

Whereas EOI is compatible with traditional notions of free trade and comparative advantage, ISI was associated with protectionism and state intervention (although, as illustrated by the Tigers of Asia, this distinction is somewhat simplified). EOI should not be seen as being associated with the reduction of government intervention in the economy. State involvement has been crucial in fostering export-led expansion. It is a question of the form and focus of state involvement that differs within the two strategies. The Latin American nations opted principally for ISI strategies while the Asian nations – lead by Japan and the Tigers – opted for EOI strategies. Douglass (1994) argued that the choice of EOI strategies led to a distinctively Asian development state. 

How did they go about achieving this? These countries often began by devaluing their currency to make their exports more competitive on world markets. This was complimented by varying forms of export promotion programmes, often targeting specific industries, and including such actions as 
The setting of targets and incentives for firms,
The establishment of export promotion agencies
The establishment of export processing zones (tax-free areas).
Restrictions on imports remained in place as the state sought to protect strategic infant industries from outside competition until they were strong enough to compete in the global market. All of this drew upon the work of the nineteenth century German economist Frederick List.

Weiss (2000) identifies three key criteria of the developmental state:
1. The priorities of the state are focused upon enhancing the productive forces of the nation.
2. Its organizational arrangements are focused particularly on the establishment of a strong government department to coordinate and promote industrial development.
3. Its links with business that stressed the value of close cooperative ties rather than arm’s-length relations with firms and sectors. This allowed for the development of new technologies and methods through joint projects. 

The first two criteria helped to offset the power of key interest groups in these nations – including landowners, local merchants and the military. And help mobilize the society in general towards the goal of economic development. Development became a national project. Cultural factors also played a role. Confucian values that emphasized duty, loyalty and responsibility provided a strong foundation for worker-management relations as well as providing acceptance for the role of an authoritarian state bureaucracy.

It is important to acknowledge that there were negative aspects to the development state. These include:
· The perpetuation of authoritarian regimes
· The repression of labour and pro-democracy groups
· The exploitation of young female workers in export-oriented industries
· Widespread environmental degradation

At the same time, it is important not to gloss over the considerable differences that exist between the specific strategies adopted by individuals NICs. In Taiwan, industrialization involved direct state ownership of key sectors while in South Korea, industrialization policies involved close cooperation between the state and the chaebol. In Singapore the attraction of FDI (Foreign Direct Investment) was a central feature. Hong Kong adopted a less state-directed approach, reflecting its historic advantage as a central trade and economic centre dating back into the colonial days. In both South Korea and Singapore, the state had directly repressed labour and trade unions or subsumed them. Hong Kong and Taiwan relied on more traditional norms of paternalism and loyalty.

The case of Singapore
Although Singapore is by far the smallest, geographically, of the Tigers, it has been described as the world’s most successful economy. As is true for all the NICS, the state played a central role in driving and shaping development. Although officially a parliamentary democracy, Singapore has been governed by a single party, the People’s Action Party, since the early 1960s. One politician, Lee Kuan Yew, governed Singapore for nearly 30 years. Geography helped Singapore gain prominence as a major trading centre and port. It is strategically located astride the major East-West global trade route and it is endowed with one of the best (alongside Hong Kong) natural harbours.

But so did history. Singapore was actually expelled from Malaysia in 1965 (because of demographic concerns amongst the Malay peoples). This resulted in Singapore becoming a very small political entity with a very small domestic market. This precluded the adoption of ISI-based strategies of development. Instead, an EOI strategy was adopted based upon attracting FDI. The policy was extremely successful. Manufacturing employment increase fourfold between 1967 and 1979. Manufacturing exports increased from 13.6% to 47.1% of GDP during that same period.

The state achieved a rare degree of co-operation and enrolment by the labour movement. This was achieved by including labour into coporatist bodies such as the National Wages Council along with a policy of redistributing some of the proceeds of the economic growth in the form of employment, housing, education and health care. In the 1980s, focus shifted, however, from one targeting manufacturing to one targeting financial and business services. This approach included an Operational Headquarters Scheme to encourage foreign MNCs to locate their high-level management, administrative and research and development functions in Singapore, making it a regional headquarters centre.


The Competition (Neoliberal) State: Reinventing the State – Yet Again
Established state structures have undergone considerable restructuring and change since the late 1970s, driven by neoliberal reform programmes. This involved ‘reform’ of the welfare states of Keynesianism in the Developed economies/nations. This involved post-Fordist strategies aimed at economic advancement among developing nations. And, as O’Neill argued, we are not witnessing the demise of the state per se, but a set of ongoing and multifaceted changes in its organizational forms and policy functions.

The evolution of neoliberalism
The late 1970s and early 1980s marked a turning point in the history of global capitalism. Witnessed the 1973 military coup in Chile, where a democratically elected communist government was overturned by right-wing military leaders (aided by the US) and the new government introduced neoliberal reform policies. Deng Xiaoping, the Chinese communist leader, launched far-reaching economic reforms in 1978. Margaret Thatcher came to power in 1979. Ronald Regan was elected president in 1980.

As Harvey (2005:1-2) wrote:
“From these several epicenters … revolutionary impulses spread out and reverberated to remake the world around us in a totally different image” as the doctrine of neoliberalism was “plucked from the shadows of relative obscurity … and transformed … into the central guiding principle of economic thought and management.”

Neoliberalism emerged in three stages or phases:
1. Proto-liberalism, referring to the early 1970s when these ideas were unfashionable and promoted by the New Right in the US and UK (including such notable economists as Milton Friedman and Frederick von Hayek).
2. ‘Rollback’ neoliberalism, followed. This involved a period of policy creation and deregulation that took on the form of economic ‘shock therapy.’
3. Since the early 1990s, a new form of ‘Roll-out’ neoliberalism has emerged. In this phase, neoliberalism has become normalized, regarded simply as economic ‘common sense.’ Neoliberalism has taken on a softer, more mainstream, form, informing the ‘Third Way’ politics of centre-left leaders like Blair, Clinton and Schroeder.

A Chinese interpretation of neoliberalism
As was the case of the Developmental State, neoliberalim evolved into different versions, drawing upon historical and local contexts. Even in China. The decision in 1979 to open up China to foreign trade and investment has lead to dramatic growth, almost unsurpassed in modern history. Economic growth in China has averaged 9.5% per year between 1980 and 2010. Initially termed the ‘Four Modernization’ – concentrating on agriculture, industry, education and science, and defense, a neoliberal theme began to resonate in China following the Tiananmen Square massacre.

Four economic zones were created in the early 1990s to attract foreign investment – three around Hong Kong in the Guangdong Province and the fourth in Fujian Province across from Japan. These proved hugely successful, particularly those around Hong Kong. Other export-oriented zones were subsequently created in the coastal regions. China’s main comparative advantage lay in labour-intensive goods such as textiles, footwear and toys. Hourly wages in China in the textile industry during the late 1990s was 30 cents compared to $2.75 in Mexico and South Korea, $5.00 in Hong Kong and Taiwan, and more than $10 in the US.

This growth has trigger problems for the Chinese. Dramatic internal migration has occurred as people have moved from rural areas to these urban areas. Social inequality has increased, with a widening income gap between the urban rich and rural poor, which has become comparable to that recorded in Africa. Regional inequalities have widened as well. Increased dependency on imported raw resources – China accounts for 30% of the world’s coal consumption, 36% of the world’s steel, and 55% of the world’s cement. Serious environmental degradation has occurred and increasing problems with pollution.

While China currently maintains strict control of the exchange rate and on capital, under the conditions of its acceptance into the WTO, these are to be removed during the next few years. It has also begun to place serious pressures on the political structure of the country. Rapid economic growth and the spread of a consumer culture has helped to contained demands for liberalization BUT growing incidences of protest and riots suggest that the Communist Party might be losing its grip and that the winds of reform may be gaining in intensity.
Extending Political Neo-liberalism
The neoliberal agenda was consolidated in the Washington Consensus. It consisted of eight principles:
· Fiscal discipline
· Public expenditure priorities
· Tax reform
· Financial liberalization
· Trade liberalization
· Foreign direct investment
· Privatization
· Deregulation

But at what price was this agenda to be realized? One such critic, Joseph Stiglitz, was the former chief economist of the World Bank. He wrote,

“Forcing a developing country to open itself up to imported products that would compete with certain of its industries, industries that were dangerously vulnerable to competition from stronger counterpart industries in other countries, can have disastrous consequences. Jobs have systematically been destroyed … even worse, the IMF’s insistence on developing countries retaining tight monetary policies has led to interest rates that would make job creation impossible even in the best of circumstances. And because trade liberalization occurred before [social] safety nets were put in place, those who lost their jobs were forced into poverty” (Stiglitz 2002:17).

At this point we can add a third interpretation of the State to our list: the Competition State. The overriding purpose of the state under neoliberalism is one of promoting economic development rather than the provision of welfare services to its citizens. What does this mean? It means a focus on competitiveness. This refers to the underlying strengths of the economy in terms of its capacity to compete with other countries, generating increased wealth and improving the standard of living. This has lead to the articulation of the ‘Competition State’ whose task it is to foster the key capacities needed for a state to compete. These include promoting innovation, entrepreneurship and workforce skills.

New Interpretations of ‘Social Programmes’: Workfare and the ‘Competition State’
Let’s consider unemployment programmes. Under the Keynesian Welfare State, workers paid into unemployment insurance (UI) in Canada. And this is exactly what it was – an insurance programme. With the conservative government, the interpretation of UI changed – subtly at first, but more radically recently. It became known as ‘Employment Insurance’ shifting the ideological foundation of the programme away from an insurance-based programme to an opportunity-based programme. And more recently, the rules were further modified to force individuals in EI to accept jobs not necessarily in their field of expertise, and jobs paying only 70% of their original salaries.

Advocates of the Competition State have championed a reconceptualization of social programmes. One such reinterpretation has had to do with unemployment programmes. One component of the Competition State has been the creation of workfare. Workfare can be defined as a system that requires people to work in exchange for welfare benefits and payments. Its introduction during the past two decades, particularly in the US and the UK, has involved a number of schemes that encourage people to come off benefits and into work, education and training, relying in incentives but also resorting to compulsion if necessary.

Workfare programmes reflected the neoliberal belief that unemployment stemmed from the inadequacies of the individual in terms of a lack of suitable skills or unwillingness to work. Under the Keynesian Welfare State, on the other hand, unemployment was seen as the product of a wider set of economic and social forces, such as the lack of sufficient demand in the economy. The introduction of workfare signaled a shift away from the welfarist notion of universal entitlement to benefits and to voluntary programme participation TO compulsion, selectivity and active inclusion in the labour market.

Critics of workfare programmes argue that these rarely lead to permanent employment. Instead, as Peck (2002) stated, “workfare is not about creating jobs for people that don’t have them; it is about creating workers for jobs nobody wants.” It is important to note that the welfare state has demonstrated surprising resilience. Levels of public expenditures and the nature of social programmes have been retained in many of the social-democratic nations – including Canada.


A second dimension of the Competition State has been political reorganization. As competition has intensified for capital, there has occurred resurgence in local and regional forms of government. In part this has also been driven by the devolution of power from central state institutions. It is also driven by a belief that regions can best attract investment and create the conditions conducive to support innovation and entrepreneurship. Regional policy has, as a result, come under pressure. Whereas spatial Keynesianism sought to reduce the gap between rich and poor regions through prescriptive programmes, under the Competition State, a less interventionalist, market-friendly approach was advocated.

BUT in many ways, policies designed to attract the new industries actually reinforced this gap. In France, for example, restrictions on expansion in the Paris region were dropped during the 1980s as the government acknowledged the need to encourage its development as a world city capable of attracting corporate headquarters and advanced financial and business services that formed the basis of the new economy. New local agencies were created that often worked in partnership to promote economic growth. In this sense, we witnessed a shift from government to governance. The new regional strategies were seen as bottom-up strategies, focusing on internal factors and conditions within regions.

In some instances, the regionalisation has triggered new competition within states. In France, the poles de competitive introduced in 2004/05, promotes competition between regionally designated growth centres, based largely upon high-tech industries, for central government funding. In so doing, regions have become ‘hostile brothers’ as it were, competing against each other for investment, markets and resources.

The Competition State therefore emphasizes supply-side economics focusing on the main factors of production in the “Knowledge Economy”:
· Labour (training, skills)
· Capital (enterprise, innovation)
· Land (sites, infrastructure and qualities)
Supply-side economics also emerged as the economic vision. To critics, this has sparked fears of a ‘race to the bottom’ as wage rates and living standards are progressively undermined. On the other hand, advocates argue that supply-side approach presents regional development as a ‘race to the top’ where all regions can be winners if they follow the right policies. Who has been right do you think?

Our Connections with the State
How do you see your connections with the state?
Social contract – but this assumes that we have a choice. In reality we are born into an existing social contract – as citizens of a specific country. 

