" THE ECLIPSE OF THE STATE?
Reflections on Stateness in
an Era of Globalization

By PETER EVANS®

T. P NETTLS classic 1968 article on the state aimed to convince his

fellow social scientists that “the thing exists and no amount of con-
ceptual restructuring can dissolve it.”" Analysis of the state was “not
" much in vogue,” as Nettl put it, and he considered this an intellectual
aberration. He was convinced that “stateness”™—the institutional cen-
trality of the state—varied in important ways among nations, and that
political behavior and institutions could be understood only if the state
were brought back into the center of political analysis. The three
decades since have thoroughly vindicated Nettl. Issues of stateness re-

gained and retained the kind of centrality that he argued they should

have. The debate that he helped revive continues unabated.
While Nettl has been vindicated, the form and content of his vindi-

cation are full of ironies. The spread of interest in the state to econom-

ics, a discipline almost completely ignored in Nettl’s article,? has been
central to the revival of debate. In part because of this disciplinary shift,
the stakes are defined differently. For Nettl, the alternatives to “state-
ness” were systems of public authority in which other kinds of institu-
tions (parties in Britain, the law and legal institutions in the United
States) were salient. Current debates are less about the form of public
institutions than about the extent to which private power can (or
should) be checked by public authority. Reinvigorated political faith in
the efficacy of markets combined with a rediscovery of civil society cre~

*I would like to thank Fred Block, Ha Joon Chang, Neil Fligstein, Stephan Haggard, Atal Kohli;

John Ruggie, Theda Skocpol, John Stephens, and especiafly the members of my graduate seminar in
comparative political econamy for their useful criticisms of an carly draft of this paper and, of couirse,
to ahsolve them from any responsibility for the directions taken by my response.

¥ Meeth, “The State as a Conceptual Variable,” Horld Pofitics 20 {July 1968), 559.

* Mestd was interdisciplinary—his footnotes refer to a wide range of sociologists, political scientists,

and historians—but in 1968 he found references to économists or econormic logic unnecessary indeal- -

ing with debates on the state.

World Politics S0 (October 1997), 62-87
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ates a charismatic set of substitutes for public institutions and a corre-
sponding set of arguments for the “eclipse of the state.” :

Changing theoretical perspectives cannot be separated from real his-
torical changes in the position of the state. In the brief decades since
Nettl wrote, the demands on the state have burgeoned. In the OECD
countries demographically driven increases in transfer payments have
resulted in a doubling of government expenditures as a proportion of
GDP. In developing countries the desire for more rapid economic de-
velopment produced a similar expansion. Lagging development of po-
litical and administrative institutions resulted in an ominous “capacity
gap.” In some parts of the developing world, most dramatically Africa,
real eclipses of the state, in the sense of full-blown institutional collapse,
took place. Even where there was no threat of collapse, a worrisome ero-
sion of public institutional capacity seemed to be under way. It was
much harder to ignore the state in the 1990s than it was in the 1960s. -

Perhaps most ironic, from the perspective of Nettl's analysis, is how
changes in the international arena have affected “stateness.” For Nettl,
the state’s role vis-i-vis the international system was “invariant,” rein-
forcing stateness even when domestic institutions denied it.> Three
decades later the international arena is viewed very differently. The col-
lapse of the old bipolar world has diminished the power of statecentric
political and military rivalries to dominate international relations. Si-
multaneously, the growth of opportunities for transnational economic
gains has laid the foundation for a new series of arguments about why
states are anachronisms. According to these arguments, the intensified
development of economic transactions that cross national boundaries
has undermined the power of the state, leaving it marginalized as an
economic actor. The arena that Nettl saw as securing stateness is now
seen as transcending the power of the nation-state.

Changes in the global ideological climate are as crucial as new flows
of money and goods, and Nett!'s analysis does anticipate a key aspect of
those changes. For Nettl, England was the “stateless society par excel-
lence” and “an American sociopolitical self-examination simply leaves
no room for any valid notion of the state.” Thus, the relative neglect of

* Nett! {fn. 1) saw the international arena almost purely in realist terms, arguing that in the interna-
tional arena the state was “the alinost exclusive and acceptable locus of resource mobilization” {p.563)
In Nettl's view, *Here [in the interational system] the state is the basic, isreducible uniy, equivalent to
the individual person in 2 society” {p. 563). Since the “international function is invariant,” “even where
the notion of the state is very weak, 3§ in Britain and the United States, the effective extrasocietal or in~
ternational role is not affected™ (p. 564).

* Netd (fa. 1), 562, 561.
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:tha t:oncept of the state during the twenty—ﬁw: y@:m pmcedtng his arti-
clewasa Iagmal consequence of the “shift of the center of gravity of so-

-  cial science to the United States.” Tﬁéa}g the untrammeled hegemony -

\glo-American ideological premises is one of the most salient
forces shaping the specific character of the current global economy, in-

cluding the extent to which giebahmtmu is wew&é as entmhng thc o

‘echpsc of the state. : |
 In this environment pursmng Nﬁtt! s agenda mquzres a difﬁ‘.‘:ﬂﬂt

 starting point. Statelessness can no longer be treated simply as a feature -

| ~ of Anglo-American. political culture. It must be dealt with as a domi-

- _nant g}abal ideology and potential institutional reality. Therefore, the

question of whether the eclipse of the state is likely and, if so, what the
 consequences of such an institutional shift would be, takes precedence.

- The trick is to deal with the question of eclipse semusly without takmg ;

_ apositive answer for granted.
I will argue that while eclipse is a poss:bxhty, it is not a hkciy one.
at the discourse of echpse has done is to make responses to a gen-

 danger is not that states will end up as marginal institutions but that

 meaner, more repressive ways of organizing the state’s role will be ac-

~ cepted as the only way of avoiding the collapse of pubht institutions.
ith eclipse cr:tpp!es consideration of positive possibili-
vorking to increase states’ capacity so that they can more effec-

- Pi‘eoccupatmn :
- ties for wor
tively meet the new demands that confront them. The goal should be to

- - paring different kinds of “stateness” and their consequences, this t}me
. thh more explicit attention to the effects of globalization. :
1begin by looking at the impact of globalization on stateness and ar-

- guing that the structural logic of globalization and the recent history of k
the gk)bal economy can then be read as providing rationales for “high -

 stateness” as well as “low stateness.” That I will argue that the absence of
~ aclear iaglc connecting economic globalization to low stateness makes
the normative and ideological side of the global order a key determinant

~ of how globalization affects stateness. I will then move from globaliza-

tion to a discussion of current theoretical perspectives on stateness, ar-
 guing that these perspectives are both sources of insight into the nature
of the contemporary global order and influential shapers of the political

 and ideological face of that order. Finally, I conclude with a discussion -

. ef what thxs nna}ysxs xmplxes fw'm' fm:urt: forms of stateness.

8 m@q s61.

ine crisis of state capacity unmiemmgly negative and defensive. The

- i\mrk\ E@ck toward something closer to Nettl's original agenda of com-
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GLQBALIZAI‘K}N AND THE ROLE OF THE STATE
Dmumshed ” “defectwe, and “hollow” were typical adjectives applied

to the cantempomry state in a recent special issue of Daedalus.* Glob-

alization is not the only reason for the perception that “state authnnty

‘has leaked away, upwards, s:&ewnrds, and downwards” and in some

matters “just evaporated,” but it is a central one. The effects of global-

ization flow through two interconnected but distinct channels. The in-

creasing weight and changing character of transnational economic

- relations over the course of the last three decades have created a new,

more constraining context for state action. The pohtmal effect of these

structural changes has been channeled by the growing global hegemony
of Anglo—Amencan xdanlagy

THE NEW GLOBAL PoLiTicAL EcoNoMY L
Nettl’s c@ncludmg assertion that “[t]here remains only the one con-

““stant~-the invariant develapment of stateness for each national actor in

the international field” has been inverted.® Now the presumed invari-

~ ant is the international arena’s negative effect on stateness. As wealth

and power are increasingly generated by private transactions that take
place across the borders of states rather than within them, it has be-
come harder to sustain the image of states as the preeminent actors at

the global level. No one questions that the traditional Waltzian logic of

competing “national interests” continues to drive the “interstate sys-
tem,” but the muted great power struggles of the post-bipolar world
leave international relations increasingly contaminated and often over-
shadowed by the pnvatrs lﬂgm of the global economy. Nettl likened the -
international arena to a “society” in which states were the “people,” but
in the current global order the unique political status of states must be

“balanced against the fact that the most economically empowered “citi-

zens” of the international arena are transnational corporations (TNCs). ™

- The growing relative weight of transactions and organizational con~
nections that cross national boundaries is the cornerstone of globaliza-
tion. Exports and imports growing more than one and a half times
faster than domestic transactions around the world and a doubling of the
proportion of exports to GDP in the OECD countries are just the begin-
ning. Foreign direct investment has been growing three times as fast as

& Daedalus 24 {Spring 1995).

7 Busan Strange, “The Defective State,” Doedafus 124 (Spring 1995), 56.

¥ Newd {fn. 1), 591,

* CE. Kenneth Waltz, Theory of Duternational Politics {Reading, Mass.: Addison-Wesley, 1979).
¥ Nertl's formulation is quoted in fo. 3.
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trade, and other sorts of transnational corporate connections (alliances, :

subcontracting, and so on) have probably been growing even faster.”

The impact of both trade and investment is magnified by the chang-

ing character of trade. Rather than being an exchange of goods between
domestic productive systems, trade is increasingly a flow of goods
within production networks that are organized globally rather than na-
tionally.”? Commodities are created through the integration of produc-
tion processes performed in a multiplicity of national territories.
Whether any given territory is included in global production networks
or excluded from them depends on the decisions of private actors.
States can try to make their territories attractive, but they cannot dic-
tate the structure of global production networks.

In the classic realist world traditional military forms of statecraft
were closely intertwined with possibilities for economic gain. Powerful
economic actors were presumed to have an interest in the political and
military capacities of “their” states, just as state managers had an inter-
est in the capacities of “their” entrepreneurs. National economic prowess

“was the foundation of military (and therefore diplomatic) strength. Ter-
ritorial expansion was a route to control over new productive assets. A
world of global production networks makes the prospective economic
gain from territorial conquest dubious, reducing the returns to realist
statecraft. Access to capital and technology depends on strategic al-
liances with those who control global production networks, rather than
on the control of any particular piece of territory. In a global economy
where there is a surplus of labor, control over large amounts of territory
and population can be more of a burden than an asset.

As long as private economic actors were dependent on the political
environment provided by a particular state, it made sense for them to
identify with the political successes and aspirations of that state. Na-
tional aggrandizement held out the prospect of private profit; threats to
sovereignty might also contain threats to profit. The operators of what
Robert Reich calls “global webs™® have much less reason to identify

¥ Robert Wade, "Globalization and Yts Limies: Reports of the Desth of the National Economy Ase
Greatly Exaggerated,” in Suzanne Berger and Ronald Dore, eds., National Diversity and Glabal Capi-
takism {lthaca, N.Y.: Cornell University Press, 1996}, Wade offers a compilation of other such statistics,
along with a nicely skeptical and carefully balanced account of the ways in which such statistics may
exaggerate globalization. ;

1 Gee Robert B, Reich, The Work of Nations {New York: Vintage Books, 1992); Gary Gerelh and
Miguel Kor icz, eds., G dity Chains amd Global Capitakiom (Westport, Conn.: Praeger,
1994). For a comprehensive vision of the consequences of global networks for social asganization, see
Manuel Castells, The Information Age: E Society and Culture, vol. 1, The Rise of the Network So-
eiety (Oxford: Blackwells, 1995).

B Reich (fn. 12).
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with nationalist territorial ambitions and anxieties. From the perspec-
tive of these networks, the interstate system as a whole is an essential
piece of economic infrastructure and conflicts among states are a source
of disruption and uncertainty.

~ Underlying the transnational mobility of capital and the construc-
tion of global production networks is a radically globalized financial
system, whose operation poses a fundamental challenge to public au-
thority in the economic realm. There has always been footloose capital
and states have often depended on the cooperation of international fi-
nanciers, but the changes that have taken place in the last two decades
are quite extraordinary. When Nettl was writing, the fixed exchange
rate system was still in effect and most major industrialized countries
continued to exercise controls over capital flows. By the end of the
1980s, by contrast, capital controls had been dismantled and the value
of currencies was left more to markets than to states.! The effect of the
new institutional framework was magnified by advances in communi-
cation and information systems.

Vincent Cable offers a succinct summary of the current dispropor-
tion between global financial markets and the economic leverage avail-
able to individual states: “Foreign exchange trading in the world’s
financial centers exceeds a trillion dollars a day .. . greater than the total
stock of foreign exchange reserves held by all governments.” The re-
sult is what Fred Block has called “the dictatorship of international fi-
nancial markets.” Any state that engages in policies deemed “unwise”
by private financial traders will be punished as the value of its currency -
declines and its access to capital shrinks.’®

These processes of globalization certainly contribute to the perceived
evaporation of state authority, but the connection is not as straightfor-
ward as it might first appear. The state is not eclipsed by the simple fact
of its becoming more dependent on trade. Existing cross-national sta-
tistics suggest that greater reliance on trade is associated with an in-
creased role for the state rather than a diminished one. Moreover, a

" See Fred Block, The Vampire State and Other Stories {Mew York: New Press, 1996).

¥ (Cable, “The Diminished Nation-State: A Study in the Loss of Ex ic Power," Dardalus 124
{8pring 1995), 27.

1 Block {fn. 14). See also Geoffrey Garrett, *Capital Mobility, Trade and the Domestic Politics of
Ecanomic Policy,” Isternational Organization 49, no. 4 (1995). Garrett emphasizes the surprising ex-
tent to which Eusopean social democracies have been able to resist “the dictatorship of international fi-
nancial markets,” but he leaves no doubt that resistance imposes a growing price. For example, he
conclades his study by saying: “[Flinancial markets have imposed significant interest rate premiums
osn the power of the left and organized labor; and these increased with the removal of barriers to cross=
border capital flows. . . . In time, one might speculate that no government would be able to bear this
burden” (p. 683).
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look at the nations that have been most economically successful over
the last thirty years suggests that high stateness may even be a compet-
itive advantage in a globalized economy.

Twenty years ago David Cameron noticed that the statistical rela-
tionship in advanced industrial economies between openness (as mea-
sured by the share of trade in GDP) and the size of government was
positive rather than negative.)’ The finding suggested a logic as plausi-
ble as that connecting globalization and eclipse. Higher trade shares in-
crease a country’s vulnerability to externally induced traumas; a larger
public sector provides a protective counterweight. Peter Katzenstein's
case studies of small European social democracies spelled out the insti-
tutional infrastructure underlying the operation of this logic.

These relationships are not simply artifacts of what is now referred
to as “the golden age of capitalism” (roughly 1950-73).” Recent analy-
sis by Garrett, Kitschelt et al., and others shows how the configuration
of public institutions continues to shape the impact of globalization.”®
Dani Rodrik has replicated and extended Cameron's statistical findings

using contemporary data. Looking at data on OECD countries for the

1980s and the early 1990s, Rodrik found “a quite strong correlation
among the OECD countries between government expenditures (as a
share of GDP) and exposure to trade: countries that are more exposed to

trade have bigger governments.” Furthermore, when he extends the -

analysis to more than one hundred countries, most of them developing,
he not only finds “a striking positive relationship between size of gov-
ernment (in this case government consumption) and exposure to trade”
but also finds that “the degree of openness during the early 19607 is a

¥ Cameron, “The Expansion of the Public Economy: A Comparative Analysis,” American Political
Science Review 72, no. 4 (1978).

# See Katzenstein, Smalf States in World Markets: Industrial Policy in Exrape (Ithaca, N.Y.: Comell
University Press, 1985).

1 See Paul Bairoch and Richard Kozul-Wright, “Globalisation: Myths and Realities; Some Histor-
ical Reflections on Integration, Industrialisation and Growth in the World Economy” {Paper presented
at the UNU/WIDER conference on “Transnational Corporations in the Developed, Developing and
Transitional Economies: Changing Strategies and Policy Jmplications,” Cambridge University, Sep-
tember 21-23, 1995).

M Geoffrey Garrett’s analysis {see fin. 16) of data from fifteen OECD countries over the period
1967-90, which included other measures of globalization, helps to further elucidate institutional con-
nections berween globalization and the expansion of government, He found that a “coincidence of
strong lefiist parties, capital mobility, strong trade unions, and high levels of trade led to greater gov-
ernment spending,” For another analysis of the ways in which the consequences of globalization are
mediated by national institations, see Herbert Kitschelt et al,, eds., Continuity and Change in Contem-

staliem {Mew York: Cambridge University Press, forthcoming).

» Rodrile, “The Paradoxes of the Successful State” {Alfred Marshall Lecture, delivered during the
European Economic Association meetings, Istanbul, August 22~24 [final version, September], 1996a),
31-32. See also idem, “Why Do More Open Economies Have Bigger Governments™ (NBER Working
Paper no. 5537, April 1996h).
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very good predictor of the expansion of government over the subsequent
three decades.”? : ;

A look at contrasting regional growth trajectories over the past thirty
years suggests that high stateness may do more than simply insulate do-
mestic populations from external traumas. It may actually be a source
of competitive advantage in a globalizing economy. The dizzying
growth of transnationally organized production may have been the
leading economic headline of the thirty years since Nettl wrote, but the
major competing headline has been the spectacular growth of East
Asian economies. Few would now dispute that the growth of East Asia
over the past fifty years represents a historic shift in the economic hier-
archy of nations, one that could eventually prove to be a regional shift
comparable to the rise of Northwestern Europe 250 years earlier. If the
globalization headline provides grist for the argument that the state is
on the wane, the East Asia headline has very different implications for
the evolution of stateness.

In the years since Nett] wrote, East Asian states—from Korea in the
North to Singapore in the South with the People’s Republic of China in
the middle—have used various strategies in which the state played a
central role to effect dramatic changes in Asia’s position in the interna-
tional division of labor. Obviously the role of the state varies across these
cases, but no one would argue that they are stateless societies.” They
offer a new variety of high stateness, quite different from Nett!'s conti-
nental European model but perhaps more effective in economic terms.

East Asian successes force us to reexamine the idea that effective
participation in a globalized economy is best achieved by restricting
state involvement in economic affairs. They suggest that successful par-
ticipation in global markets may be best achieved through more intense

2 Rodrik {fn. 21, 19962}, 32

» For a sampling of the now voluminous literature on the role of the state in the East Asian eco-
nomic miracle, see Yilmaz Akyuz and Charles Gore, “The Investment-Profits Mexus in East Asian
Industrialization” (Background paper prepared for the « ce on "East Asian Developmens:
Lessons for 2 New Global Enviconment,” Kuala Lumpur, Malaysia, February 29 and March 1, 1996).
See also the published version, Werld Develop 24, no. 3 {1996); Alice Amsden, Arial Newt Gians:
South Korea and Late Industriafization {Mew York: Oxford University Press, 1989); José Edgardo Cam-
pos and Hilton L. Root, The Key to the Asian Miracle: Making Shared Growth Credible (Washington,
D.C.: Brookings Institution, 1996); Tun-jen Cheng, “The Politics of Industrial Transformation: The
Case of the East Asia Nics” (Ph.D. diss., University of California, Berkeley, 1987); Peter Evans, Em-~
bedded A vy: States and Industrial Trangformation (Princeton: Princeton University Press, 1995);
Stephan Haggard, Pathuays from the Periphery: The Politics of Growth in Newly Industrializing Countries
{Ithaca, N.Y.: Comell University Press, 1990); Chalmers Johnson, MITT and the Japanese Miracle: The
Growth of Industrial Policy, 19251975 (Stanford, Calif.: Stanford University Press, 1982); Robert Wade,
Gowerning the Market: Economic Theory and the Rois of Government in T twan's Industrialization {Prince-
tor: Princeton University Press, 1990% World Bank {18r0), The East dsian Miracle: Evonomsic Growth
and Public Palicy (A World Bank Policy Research Repors) {(New York: Oxford University Press, 1993).







