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Preface

This book was born out of a serious debate on the issues of governance and ad-
ministration since the late 1990s. The popularity of the term governance over
government and administration resulted in a proliferation of books, articles, and
conference papers aimed at addressing a broader notion of government business
with broad participation of the governed. Consequently, the concept of good gov-
ernance appeared as a new term to negate the practice of bad governance, con-
sidered to be a characteristic of the traditional forms of government.

Many international conferences have been organized with the theme of gov-
ernance and good governance, funded and supported by transworld corporations,
leading industrialized governments of the West, and United Nations agencies
such as the World Bank and the International Monetary Fund. Their agenda has
been to promote good governance in accordance with structural adjustment pro-
grams that emphasize market reform, denationalization and privatization, corpo-
ratization, commercialization, and deregulation around the world.

Promotion of the concept of good governance, however, has been a half-truth
reality, as many governments, organizations, and citizens have realized its falla-
cies and shortcomings in practice. While much is preached in theory, little is ac-
complished or realized in practice. The whole notion of governance has,
therefore, become a new concept in theory to involve governments, citizens, non-
governmental organizations, and public stakeholders with the principles of ac-
countability, transparency, responsibility, and responsiveness.

Similarly, dissatisfaction with public bureaucracies and traditional forms of ad-
ministration, as well as problems associated with the intellectual crises of pub-
lic administration, have prompted many scholars and practitioners worldwide to
adopt the concept of governance as a broader notion to encompass government
and administration in the study and publication of works on public administra-
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tion. Yet, the terms governance and good governance have not found their
claimed place in the study of government and public administration as envi-
sioned, as elaborated in Chapter 1 of this book.

Thus, due to shortcomings and problems associated with the concept of good
governance, this book is designed and developed to introduce and promote the
notion of “sound governance,” a concept that is not new and was used 2,550 years
ago, first by Cyrus the Great, founder of the first world-state Acahaemenid Per-
sian Empire, and expanded and elaborated by his successor Darius the Great,
who was also known as a Great Administrator. Yet the concept’s modern char-
acteristics, values, and utilities have not been fully explored and studied. Sound
governance is also presented as a more comprehensive notion of governance that
encompasses good governance and sound public administration. It requires adapt-
ability, capacity building and development, innovations in policy and manage-
ment; and a sound administrative system that is dynamic, flexible, diverse in
character, and solid in structure and value orientations.

The novelty of sound governance over other concepts is more pronounced in
the age of accelerated globalization of corporate capitalism. This age of global-
ization is characterized by extreme uncertainties, rapid and rupturing changes, a
unipolar global world order, a concentrated global power structure, a quest for a
global empire, global dominance by Western superpowers; and intolerance and
unpredictable outcomes that affect nation-states, governments, citizens, and ad-
ministrative systems worldwide. Like most other phenomena, it also offers pos-
itive consequences, but its lucrative and unequal advantages overwhelmingly
benefit the very few and powerful economic, political, and bureaucratic elites,
both civilian and military, around the world; and among the nation-states, the few
great economic powers are the greatest beneficiaries of this globalization age.

This book could not have been completed without the diligent cooperation and
contributions of the authors who displayed a remarkable patience and willingness
to respond to my frequent requests for updating materials and providing needed in-
formation. I am most grateful to all of them and apologize for my tardiness in bring-
ing the project to fruition. They should be happy to see the product of their work.

I also want to thank the former senior editor at Greenwood Press/Praeger Pub-
lishers, Dr. James Sabin, whose advice, patience, and cooperation made me move
again (after a period of slow progress due to a family death and the September
11, 2001, tragedy, both of which caused deep sadness and affected the rhythm
of my work) toward the realization of this long-due project. After his retirement,
his successor Nicholas Philipson was very cooperative and congenial in helping
me get this project completed. Finally, I would like to express my appreciation
to the staff, especially the editorial and production individuals at Praeger/Green-
wood, for their support and contributions to this book. The marketing department
should also be recognized for its diligent efforts to promote the book worldwide.
I hope to present a novel work with original, fresh, creative, and innovative ideas
that contribute to the advancement of knowledge in modern governance and pub-
lic administration.
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This book is designed for adoption as a primary as well as supplementary text-
book for governance and public administration courses at upper undergraduate
and graduate levels. It is also a solidly informative reference book on the sub-
jects of governance, globalization, policy, administration, and public manage-
ment worldwide. I hope the readers, from scholars to students and teachers as
well as government officials and practitioners, will find the book a major source
of knowledge and guidance in their careers. I also hope that the general lay read-
ers will find the book informative and use it in their capacity as informed citi-
zens.

Ali Farazmand

Florida Atlantic University
Fort Lauderdale, Florida
March 2004
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Sound Governance in
the Age of Globalization:
A Conceptual Framework

ALl FARAZMAND

One of the most important issues of the contemporary world is the rapidly chang-
ing nature and role of government, and the process of governance and adminis-
tration, in the age of accelerated globalization, however defined. The traditional,
historical role of state and government has changed, causing a major alteration
in the nature of government under accelerating globalization. This changing
nature of government has also altered the nature of the governance and admin-
istration processes worldwide. The result is a profound transformation of gover-
nance and public administration processes, as well as the institutional foundations
of governments everywhere in the contemporary world.

The central force behind these multiple changes and transformation is global-
ization of capital, a process that transcends nation-states, economies, markets, in-
stitutions, and cultures. The globalization process is accelerated by a number of
contributing factors or forces, such as technological innovations; declining do-
mestic economies of powerful, industrialized countries of the North; the military
and political pressures of the latter nations on the third world countries; the fall
of the USSR as an alternative world system power; the role of Western ideolog-
ical propaganda; the role of the United Nations’ agencies such as the Interna-
tional Monetary Fund (IMF), the World Bank (WB), and the World Trade
Organization (WTO); rising citizen expectations, including labor demands for
sharing power in management and organizational democracy; and the availabil-
ity of a new cheap labor force across gender and national groups worldwide.

With the acceleration of the globalization process a worldwide grassroots
movement of counterglobalization has also developed. This is a global movement
that aims at reducing the adverse impacts of globalizing corporate capital by con-
taining and reducing the massive fallouts of globalization such as environmental
degradation, economic pillage, poverty, forced labor, child labor, and wage slav-
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ery. Yet the transformation of government and administration has deeply chal-
lenged governance and public administration processes, structures, and values
everywhere, and the need for capacity building, enhancement, and innovation in
policy and management has become more urgent than ever if governments are to
meet and manage the challenges of globalization. What is needed is application
of a new concept of “sound governance.”

This introductory chapter addresses the central issue of “sound governance”
in this age of increasing global complexities, challenges, threats, and opportuni-
ties that affect nation-states, local governments, citizens, organizations, and ad-
ministrative systems. Key elements in mind are two important features of policy
and administrative innovations examined through an analysis of various dimen-
sions and channels of sound governance, such as organizations; inter- and intra-
organizational structure; managerial, political, and economic aspects; policy; and
global ecology. This brief introductory discussion is framed around the four top-
ics of (1) key concepts of governance with a multitude of diverse notions of the
term, and with a preferred focus on “sound governance”; (2) dimensions, key is-
sues, and characteristics of sound governance; (3) policy and administrative in-
novations for sound governance; and (4) plan or description of the book.

KEY CONCEPTS

Diversity and Confusion

A number of diverse concepts have appeared during the last two decades that
reflect different conceptual and ideological perspectives on governance and ad-
ministration. These concepts, diverse as they are, provide at least two sets of op-
portunities as well as constraints and challenges.

Opportunities are presented by the creativity and innovation in conceptualiza-
tion regarding the notions of governance and administration; they contribute to
a fresh body of new knowledge on the subject of inquiry. This is a healthy dis-
course that can lead to better solutions to public policy and organizational prob-
lems and offer ideas for revitalization and improvement of the system of
government and administration. Opportunities also develop with the diverse no-
tions of governance and administration by ways of experimentations and prac-
tices, best and worst, to verify or discard the new ideas claimed to be superior.
As a whole, trial and error contribute to a new learning process, a historical
method of learning that has been an effective tool of incremental improvements
in governance and administration.

On the other hand, the diversity of concepts also produces new challenges and
constraints that add new dimensions in the theory and practice of government
and administration. First, confusion arises with diversity of perspectives, espe-
cially when there is no consensus or agreement as to what, for example, gover-
nance and administration are or should be. Second, adoption of certain specific
concepts or notions of governance by many or most governments and organiza-
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tions may lead to their prominence and dominance in theory and practice, but
this may not necessarily prove their superiority over alternative models pushed
aside or unadopted. An example of this problem is the worldwide adoption of
the new public management and sweeping privatization as a requirement of the
structural adjustment programs imposed on third world countries by the United
Nations agencies such as the IMF, the WB, and the WTO, which serve as key
institutional instruments of the globalizing states and corporations of the West-
ern powers.

Third, constraints and challenges arise when the search becomes endless and
self-serving, with a result of differential consequences, some of which could be
harmful to those affected by such experimentations. Reform for the sake of re-
form may be senseless, costly, and wasteful. However, even failures and nega-
tive challenges can serve as sources of learning for improvements.

What are the diverse and potentially conflicting concepts that are causing chal-
lenges as well opportunities in governance? Let us examine some of them briefly.

Concepts

Some of the most commonly known and often used concepts of governance or
government during the last two decades or so are the following: good governance,
entrepreneurial government, competitive government, market-like governance,
economic governance, social and political governance, enabling governance, par-
ticipatory governance, regulatory governance, interventionist governance or gov-
ernment, steering government versus rowing government, and the like. A key
characteristic of all these concepts is a claim to rejecting the traditional forms of
authoritarian, bureaucratic government with unilateral decision making and im-
plementation. These models or concepts of governance and government therefore
present “new”” ways of thinking, governing, and administration, with new philoso-
phies and new approaches that broaden citizen involvements and their feedbacks,
and bring into the playing field the civil society and nongovernmental organiza-
tions.

For example, the entrepreneurial models of government or governance focus
on market approaches with emphasis on market-like competition among public
organizations, results-oriented outcomes and outputs, performance measure-
ments, bonus for performance, empowering managers to fire and hire temporary
employees, privatization, efficiency, steering government versus rowing govern-
ment, getting rid of bureaucratic rules and regulations, and more. Osborne and
Gaebler’s popular book, Reinventing Government (1992), set the tone of the
sweeping change and reform that have characterized much of the changing char-
acter and role of governments at all levels for the last two decades; governments
have been spending lots of energy, time, and money on the reinventing business.
However, only time will tell how successful that business has been, as there are
so many contradictions, flaws, and problems with this new ideological movement
that has spread worldwide.
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An offspring of this global reinventing of government—government that rein-
vents itself to meet the challenges of the new global era, the globalization era—
has been the British-born ideological movement of “new public management,”
an intellectual arm of the globalization of corporate capitalism. I have detailed
this issue elsewhere (see, for example, Farazmand, 1999b, 2001, 2002a, 2002b).
The key tenets of “new public management” emanate directly from its intellec-
tual source of public choice theory (Buchanan and Tollock, 1962; Downs, 1962;
Niskanen, 1971; Williamson, 1985), which prescribes against bureaucracy, pub-
lic service delivery through government organizations, and social capital expen-
ditures, and in favor of privatization, consumerism, individualism, and larger
military-security government expenditures to promote the system of corporate
capitalism.

Proponents of the new public management ignore or avoid the debatable issues
of equity, fairness, and accountability problems; the monopolistic or oligopolistic
nature of runaway globalizing corporations; and other political economy questions
that public choice theory is criticized for. They follow the same argument in favor
of transforming governance and government into a market-like organizational
arrangement in which the business corporate sector takes over the business of gov-
ernment and public service delivery while avoiding the social and externality costs
of such a business, therefore dumping the unprofitable and social-cost operations
on the government to pay for, and with citizens paying double taxations (see, for
example, Barzelay, 2001; Behn, 2001; Hood, 1991).

The concept of new public management has already met its severe critics,
whose reports worldwide show how flawed this new idea of the old bottle is and
how it has failed to respond to critical issues and substantive aspects of gover-
nance and administration, such as effectiveness, accountability, quality, fairness,
representation, and the like (see, for example, the Final Report of the IASIA-
ITAS 2001 conference in Athens, Argyriades 2001).

A second group of concepts on governance has appeared in the writings of so-
cial scientists as well as by the UN-sponsored projects, seminars, and workshops
worldwide. For example, Guy Peters (1996) keenly detects four conceptualized
models of governance that have appeared in the body of literature: market model,
participatory model, flexible government, and deregulatory government, each of
which has significant structural, managerial, policy-making, and public interest
implications distinct from others, yet overlapping on many features. Another ex-
ample is the concept of “social and political governance” as a distinct model that
purports to emphasize interactions between government and society in a so-called
chaotic, changing world characterized by diversity, complexity, and dynamics
(see the collection of essays in Kooiman, 1993). This model of governance and
government tends to promote the new notion of dynamic interactions among var-
ious actors in society, including civil society that reflects diverse interests, and
complexity born out of rapidly changing national and global environments that
affect governance at all levels.
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Partnership and macro-policy management are considered key roles of gov-
ernment, while participation and diverse management approaches to the gover-
nance process are considered important micro issues under this new concept
(Kooiman, 1993). As an extension, this model also presents the notion of gover-
nance modes, such as autonomous state or government, hierarchical state or gov-
ernment, negotiating state or government, and responsive state or government
(Jorgensen, 1993), each with characteristics suitable for time and situation. The
latter of these modes is claimed to be superior and has three variant character-
istics: a state or government that acts like a supermarket, behaves as a service
state, or performs as a self-organizing state or government that assumes citizens
as key parts of anything the government does and whatever governance entails
(Jorgensen, 1993). Additionally, the notions of participatory governance, gov-
ernment, and administration have become new notions that have received close
attention from scholars as well as policy advocates (see, for example, Denhardt,
2002, and the entire issue of Public Organization Review: A Global Journal, vol-
ume 2, number 1).

While offering contributions to our knowledge on modern governance, the
model of social and political governance tends to avoid or at least overlooks the
economic, and especially the political economy, dimensions and questions. Eco-
nomic dimension is the central dimension of all governance processes, structures,
and values; ignoring this central dimension obscures any meaningful discussion
or discourse on democratic governance. Similarly, ignoring the political econ-
omy of public administration distorts or obscures the real discourse on demo-
cratic administration and, by extension, public management.

Public management, administration, and governance are not neutral concepts;
they are value normative and carry consequential outcomes. In a similar fashion,
the United Nations Development Program espoused, through a number of sem-
inars, workshops, and working papers, extended notions of economic governance,
political governance, social governance, and administrative governance, all of
which constitute the elements of systemic governance, a notion that “encom-
passes the processes and structures of society that guide political and economic
relationships” for multiple purposes, including the promotion of good governance
(see, for example, UNDP, 1997a, pp. 9-10).

The concept of “good governance” as espoused and promoted by the United
Nations agencies such as the WB, IMF, UNDP, and UNDESD as well as by most
Western governments and corporations, became one of the most pressing re-
quirements on third world countries in Asia, Africa, and Latin/Central America
as a condition for international assistance. As part of the structural adjustment
programs (SAPs), the United Nations agencies, under the instructions and pres-
sures of donor institutions of the North (Western governments and corporations),
demanded that developing countries adopt the notion of “good governance” by
implementing a number of structural and policy reforms in their governments
and society as a condition for international aid. Seminars, workshops, and con-
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ferences were held worldwide that stressed the concept and demanded results for
sustainable development (see, for example, UNDP, 1997a, 1997b).

However, as will be seen below, the concept of “good governance” evoked se-
rious criticisms as well as praise worldwide. For example, the former president
of Tanzania, Julius K. Nyerere, in delivering the keynote address at the UN Con-
ference on Governance in Africa in 1998, severely criticized the notion of “good
governance” as an imperialistic and colonizing concept. He viewed it as an im-
posing concept being forced upon developing and underdeveloped countries of
Africa by the industrialized Western powers and transnational globalizing cor-
porations. According to him, these donor corporations and governments as well
as their UN representative organizations had determined that governance in
Africa was “bad” and decided that it should be reformed into “good” by shrink-
ing the size of the state and public administration, expanding the private busi-
ness sector through privatization, and paving the way for globalizing capitalist
corporations in search of high profits and of integration into the global market
system (see UNDESA, 1998).

In short, the notion of “good governance” has been promoted through inter-
national agencies as well as corporate and government consultants whose main
purpose it has been to structurally reform the governments and economies in de-
veloping countries in favor of globalizing corporate elites. The notion of good
governance, however nice it sounds and appealing it is, has serious normative
orientations, favors business and powerful political elites, and promotes corpo-
rate elites’ interests nationally and globally. The concept is deficient in that it is
vague in many ways and does carry highly normative values that tend to enhance
the dominant, imperialistic, and globalizing elites’ political and economic inter-
ests while downgrading the government traditions in developing nations. What
is defined good by the rich and affluent has historically been not so good for the
poor, underclass, and masses in less-developed nations, and there is no reason
for these groups to trust the so-called new notion of “good” governance.

It is this deficiency and other problems in the concept of good governance, as
well as in the other notions of governance noted earlier, that have encouraged
adoption of an alternative and more comprehensive concept, that is the concept
“sound governance,” throughout this volume, as the title clearly shows. The sig-
nificance of adopting this concept is explained further below, but first we need
to understand what governance means.

Definition and Rationale

The concept of governance has received different definitions. For example,
UNDP (1997b) defines governance as “the exercise of political, economic, and
administrative authority to manage a nation’s affairs. It is the complex mecha-
nisms, processes, relationships, and institutions through which citizens and
groups articulate their interests, exercise their rights and obligations and medi-
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ate their differences” (p. 9). According to this UNDP definition, “governance
transcends the state to include civil society organizations and the private sector,
because all are involved in most activities promoting sustainable human devel-
opment” (p. 11).

This definition identifies three key components of governance: the state and
its institutions, the civil society organizations that were traditionally left out in
the past governing systems, and the private sector supposedly not involved in the
governing process or dynamics. This typical definition of governance as espoused
and promoted by the UN and many other international organizations and insti-
tutions representing academia, civil society communities, women and minority
groups, government and UN organizations, and private sectors, has been a hall-
mark of the conceptual transformation of the traditional concept of “government”
and “governing” into “governance and good governance” worldwide. Scholars as
well as supragovernmental institutional organizations such as the UNDP, WB,
IMF, WTO, and others have followed the concept to the point that it became a
buzzword subject of the national and international conferences, seminars, and
workshops, as well as a key word for grant writers seeking research and confer-
ence funding for papers, seminars, reports, and books.

Three examples of this rapid growth illustrate adoption of the concept of good
governance: One is the UN Conference on Governance in Africa, as noted ear-
lier. Another is the preparation and presentation of an issue/plenary paper by this
author for the UN-organized World Congress on Governance in Manila, the
Phillippines in June 1999; the title of the paper was “Partnership Building for
Governance,” which served as one of the key discussion papers to fit the theme
of the conference on good governance, “from government to governance” (see
Farazmand, 1999b). And the third example is a paper presented by a UNDP con-
sultant, Paul Oquist (2000), on “good governance implementation” in develop-
ing countries, presented at the Annual Conference of EROPA (Eastern Regional
Conference of Public Administration) in Hong Kong, in October 2000.

Although the concept of “good governance” has not gained further stride re-
cently, and in fact it has diminished in application in scholarly and governmen-
tal reports, the concept of “governance” has gained more popularity worldwide,
and this attention is also noticed in the public administration literature around
the globe. In fact, most international conferences, seminars, and symposia or-
ganized during the last decade or so have emphasized as their central theme the
concept of “governance” followed by the concepts or terms of administration or
public administration, or at least the two concepts have been used in companion,
and in many cases as a replacement for public administration. For example, the
Tokyo International Conference on Metropolitan Governance placed an empha-
sis on this concept rather than administration; the Eastern Regional Conference
of Public Administration (EROPA)’s meeting, held in Hong Kong in 2000, car-
ried the term governance along with public management; and the International
Institute of Administrative Sciences (IIAS)’s conference in Athens, Greece, in
2001 also carried the word “governance” along with public administration.
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Similarly, the concept of “governance” has been used in the public adminis-
tration scholarly literature in a growing fashion. Examples include Kettl (1993),
Osborne and Gaebler (1992), Peters and Savoie (1995), Peters (1996), Freder-
ickson (1997), Farazmand (1999a), Kooiman (1993), Salamon (1989), and others.
While the use of the term governance in political science is not uncommon, the
sudden increase in its use in public administration shows a major shift in con-
ceptualization and intellectual discourse as well as practical application within
the profession of public service management.

The increasing use of the term governance has been attributed to a number of
factors such as the negative connotation with the term bureaucracy and tradi-
tional hierarchical system of public administration, the less participatory mode
and meaning of public administration, the authoritative and unilateral com-
manding function and role of government and governing concepts, and the more
inclusive and interactive notion of governance as a process. These points are pre-
sented by perspectives on this shifting trend in use of governance and public ad-
ministration, albeit with different purpose in mind. For example, explaining their
Reinventing Government book, Osborne and Gaebler write that “this is a book
about governance, not politics” (1992, p. 247). Here a dichotomy of politics and
administration or rather governance is presented and it is a problem, as much of
success or failure of government and administration is attributed to politics. Also,
the authors confuse readers by misapplication of the term governance with ad-
ministration by assuming the two are the same, or assuming it as a concept that
subsumes both politics and administration (Frederickson, 1997).

On the other hand, Peters (1996) offers a clear and splendid analysis as well
as explanation of the concept of governance and public administration in his four
modes of governance with corresponding structural and managerial functions. As
a political scientist with expertise in public administration, Peters is keen to make
such a distinction by understanding the broader meaning of the concept of gov-
ernance, each with strengths and weaknesses. In the middle ground, Frederick-
son (1997) outlines the recent literature of “public administration as governance”
and explains the advantages and problems associated with the application of gov-
ernance as public administration or vice versa. His preference is for the concept
of public administration, though he recognizes where the problems arise and how
the term governance can help in serving and saving public administration.

These examples illustrate at least two realities: One is the contemporary shy-
ing away from, or hesitation with, the use of the traditional public administra-
tion concept, and another is the more inclusive and comprehensive concept of
governance that sounds both more interactive and less negative. Despite the ad-
vantages of the concept of governance over governing, government, and admin-
istration, at least one problem arises immediately, and this is a point that has not
yet been addressed by most scholars; it is the generic meaning of the term that
can cause confusion. Like management and administration, governance is applied
to both public and private sectors and in a wide range of institutional settings.
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Although private or business governance is a rarely used concept, corporate
and nonprofit governance is a common lexicon. Should we adopt the term public
governance, like public administration or public management? This is a concep-
tual challenge, which is inherently problematic in our discussion of government,
governing, public administration, and public management. What is needed is the
sectoral “context,” the realm of analysis with relevant implications for public pol-
icy and administration. How about the concept of “good governance” as applied
by the UN and other governmental institutions as well as scholars? Although a
comprehensive treatment of this question is beyond the scope of this introduc-
tory chapter, the brief answer is that it is a deficient as well as a misleading con-
cept.

The deficiency with the concept of “good governance,” as defined by UNDP
and as noted earlier, stems from at least two major factors. One is that interac-
tion of only three forces or elements is considered to constitute or involve good
governance; that is, the interaction among the state, civil society, and the private
sector. This triad interaction ignores perhaps the most important force affecting
governance in developing and less-developed nations, that is, the interna-
tional/global power structure—the globalizing state power and the transworld
corporate elites. This international or global power structure has for almost a
whole century dominated the politics and economics of the developing and less-
developed nations and their cultures. As a neo-colonial global power force, it has
replaced the nineteenth-century colonialism with imperialism, and has, through
technological, political, economic, and military interventions, interfered with and
replaced independent, legitimate, sovereign governments in the third world na-
tions over and over throughout the twentieth century. It now openly and arro-
gantly intervenes in the internal affairs of every country it does not like or when
these governments do not bow to its bullying dictates. It seems that international
laws and traditions and all the progress made since the formation of the United
Nations as a mediating global organization for preservation of integrity, dignity,
and respect of nation-states with the right to their self-determination have now
been replaced by the laws of the jungle in which the “logic of force and coer-
cion” rather than mutual respect and tolerance prevail. This is a potentially dan-
gerous epochal era of global politics and administration that tends to turn
humanity and civilizations back to the ancient and even barbaric times. Although
this may appear to be too strong a statement, its features are already manifest at
the global level, and its potential dangers are too serious to be overlooked or ig-
nored by any conscientious observer of world politics.

With the collapse of the superpower Soviet Union, the global power structure
is pushing the implementation of globalization of capital by force, a pressure
from which even the European nations cannot escape. As part of this global power
structure, at least as an independent, supranational international organization, the
United Nations also plays a very large role in the governance process and struc-
ture of the third world countries. Unfortunately, the ability of the UN to func-
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tion as an independent international organization has been hampered to a great
extent, because the neo-colonizing global power structure has turned away from
the UN as a legitimating institutional instrument for its interventionist policies.
Together, these international/global power structures shape significantly the ex-
ternal and internal environment of governance of almost any country. Thus, the
interacting triad relationship does not adequately explain the governance system.
It should be completed by the global/international power structure that dominates
that triad structure. Therefore, a sound governance must have these four compo-
nents or dimensions together.

Another problem with this definition is its heavily loaded normative value ori-
entation defined and formulated by the international/global forces noted above.
It is this global or international power structure, led and dominated by the glob-
alizing transworld corporations and the U.S. government, that has also defined
“good governance” and what it entails; what is good and what is bad is defined
unilaterally by these global power elites. Its requirements demand implementa-
tion of reforms and structural adjustments in favor of globalization of capital,
turning developing countries into the operating fields of global capitalism and
the American empire, the new global “empire” (Hardt and Negri, 2000). The con-
cept is also more misleading because of the double-standard practices and biased
values in favor of the penetrating global corporate culture.

The values and characteristics of good governance do not apply to those coun-
tries that are already in the realm of this empire—lack of elections, democratic
processes, citizen participation, and growth of independent organization of econ-
omy and administration—or when they are imposed with punitive sanctions on
countries with indigenous and independent governance structure. In short, the
normative values of good governance are applied with double standards and bi-
ases. Additionally, the concept of good governance lacks clarification in its def-
inition of important components that I have identified below in defining “sound
governance”: structure, process, values, policy, and management.

SOUND GOVERNANCE

Rationale and Characteristics

The concept of “sound governance” is used in this book as an alternative to
the term good governance for several reasons. First, it is more comprehensive
than any other concept reviewed earlier, and includes the important global or in-
ternational element of governance. Second, it also includes the normative as well
as technical and rational features of good governance. However, it presents a bal-
anced view of governance that is less biased and takes into consideration the gen-
uine features of indigenous governance systems that may be at odds or conflict
with the globally dominant neo-colonialist power structures. In other words, a
government or governance may be sound and yet its value system in conflict or
at odds with foreign, imperialist interests and their interventionist policies. Third,
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the concept of sound governance has all the quality characteristics of governance
that is superior to good governance and is sound technically, professionally, or-
ganizationally, managerially, politically, democratically, and economically. It is
also sound in terms of capacity and anticipatory behavior; it is democratic in
character, responsiveness, and competence; and its cultural values are embedded
in societal values and structures. Fourth, sound governance is in accord with the
constitutional values and responsive to international norms, rules, and regimes.
Good governance as defined by its proponents overlooks this important consti-
tutional feature that bounds nation-states and sovereign governments.

Fifth, the concept of sound governance has ancient origin in the first world-
state empire of Persia with a highly efficient and effective administrative system
(Cameron, 1968; Cook, 1985; Farazmand, 1998; Frye, 1975; Ghirshman, 1954;
Olmstead, 1948). According to Darius the Great, Cyrus the Great’s successor,
“no empire can survive much less prosper without a ‘sound economy and sound
governing and administrative system’,” and the Persian Empire needed to rebuild
its governing and administrative system with a sound economic, managerial, and
organizational policy that not only was efficient in its discharge of the empire’s
current affairs with-far flung territories, but also effective in its political control
and anticipatory responses to unexpected crises and emergencies. Strategic man-
agement and contingency governance structures were well in place for govern-
ing and managing a world-state empire so large that it covered virtually the entire
known world of antiquity.

Although the ancient concept of sound government was not democratically
sound compared to contemporary standards, its adoption via genuine and pro-
found structural reforms in finance, management, communication, law, and local
government based on the noble principle of “tolerance” was a novel idea. Today,
the concept of sound governance transcends all other concepts of governance by
including five major dimensions and four interactive elements. Before elaborat-
ing on these dimensions and elements or characteristics, a definition is helpful
to put the concept in perspective.

The term governance is used in this book to present a broader and much more
comprehensive notion of government and administration than the terms
government and governing have implied. Governance here means a participatory
process of governing the social, economic, and political affairs of a country, state,
or local community through structures and values that mirror the society. It in-
cludes the state as an enabling institution, the constitutional framework, the civil
society, the private sector, and the international/global institutional structure
within limits. Here, governance is used as a broader concept than the traditional,
unilateral, and authoritative forms of government whose governing elites sit on
in unilateral commanding positions.

Governance is therefore inclusive and promotes participation and interaction
in an increasingly complex, diverse, and dynamic national and international en-
vironment. Hence, the concept of “soundness” is used to characterize governance
with superior qualities in functions, structures, processes, values, dimensions, and
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elements that are necessary in governing and administration. Governing refers to
the function of governance by whatever actors or authorities or institutions, in-
cluding nongovernmental ones, whereas governance consists of process, struc-
ture, value, management, policy, and administration. Hence, the concept of sound
governance is used here to denote a system of government that is not only do-
mestically sound and virtually flawless economically/financially, politically, dem-
ocratically, constitutionally, organizationally, administratively, managerially, and
ethically, but is also sound internationally/globally in its interaction with other
nation-states and their governments in an independent and self-determining fash-
ion. Sound governance here reflects both governing and administrative functions
with sound organizational and managerial performance that is not only current
and maintenance-competent but also anticipatory, responsive, accountable and
transparent, and self-corrective; hence strategic and long-term oriented as well
as short-term operational.

Dimensions of Sound Governance

Sound governance consists of several major components or dimensions. As vi-
brant elements of a dynamic system, these component elements interact dynam-
ically with each other, and all form a unique oneness which operates with internal
diversity, complexity, and intensity, and external challenges, constraints, and op-
portunities. Both internal and external dynamic features interact constantly, keep-
ing the dynamic governance system focused on direction and actions with
purpose.

Diversity provides the governance system with opportunity to receive feed-
backs from opposing dialectical forces that serve as mechanisms of checks and
balances. Diversity also injects new bloods into the system and promotes inno-
vation and creativity. Complexity develops as a result of dynamic operation of
diversity and increasingly entering numbers of external and peripheral forces that
challenge the operation of the governance system. Complexity is therefore a
product of increasing interactions among dialectical forces that keep the energy
field of governance system heavily loaded with busy activities. This process leads
to the varying degrees of intensity within the governance system, in its interna-
tional operation and in its dynamic responses to the external environmental pres-
sures, opportunities, and constraints—Ilocally, nationally, regionally, and globally.
The more external opportunities and support elements, the more smooth the op-
eration of the system internally.

Conversely, the more externally received pressures, challenges, and constraints
(e.g., sanctions, propaganda, hostility, border conflicts, wars, and international fi-
nancial/economic pressures), the less smooth the operation of the internal sys-
tem of governance. However, this also presents the governance system with a
newborn opportunity in the midst of adversity: the increased intensity in internal
dynamic interactions among dialectically opposing forces in the energy field, a
process that contributes to an enhanced level of capacity building, innovation,
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creativity, and adaptive responsiveness. And this is a healthy characteristic of the
dynamic process and structure of the sound governance system, as the system is
compelled to develop self-reliance through creativity and innovation in policy
and administration in various fields, and take leaping steps toward capacity build-
ing and enhancement for self-governance and administration. It is this quality of
governance that makes the system sound and dynamic.

Sound governance has several dimensions. These include (1) process; (2) struc-
ture; (3) cognition and values; (4) constitution; (5) organization and institution;
(6) management and performance; (7) policy; (8) sector; (9) international or glob-
alization forces; and (10) ethics, accountability, and transparency. Each of these
dimensions works in concert with others like an orchestra, with a sound leader-
ship and dynamic participation of interactive elements or components outlined
above, giving the governance system qualities beyond expectations.

1. Process. Sound governance involves a process of governing with the inter-
action of all elements or stakeholders involved; this is a meaning that good gov-
ernance has also provided. But sound governance is not just about internal and
external processes; it also has a structure.

2. Structure. Structure is a body of constitutive elements, actors, rules, regu-
lations, procedures, decision-making frameworks, and authoritative sources that
sanctions or legitimates the governance process. This structural embodiment is
shaped and operates both vertically and horizontally and is influenced by a mul-
titude of internal and external, local and international factors and forces.

Process explains how governance works, whereas structure defines and gives
directions to the process. Sound governance has a structure that is solid, in-
formed, legitimate, competent, and dynamic in form and substance. In public
governance, for example, the key officials, elected and appointed, the stakehold-
ers, the nongovernmental organizations, the citizen bodies, the media, civil soci-
ety, the private sector, and the domestic and international/global institutions or
powers are parts—directly or indirectly—of the governing structure, and so are
the rules and the ways the rules are defined.

3. Cognition and values. The cognitive or value dimension represents the
unique or deviant value system of the governance structure or process. For ex-
ample, an unhealthy, corrupt, and poor governance system is loosely organized,
lacks institutionalization and legitimacy, and is highly dependent on external
forces for legitimacy to stay in power. It is inherently shaky and fragile, waiting
for the right time or a small opportunity to crumble and disintegrate. Most con-
temporary governments in the third world countries of Asia, Africa, and
Latin/Central America fall in this category, as they are heavily dependent on the
globalizing and domineering power structure and their repressive governance sys-
tems are fragile and ready to crumble. It is the global superpowers’ military, eco-
nomic, and political interventionist supports that have kept many of these regimes
in place. The degrees of diversity, complexity, and intensity in the governance
process of these governments are low with minimum interactions. Their systems
are like rusted bridges that are ready to collapse any day. Can they be changed
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and transformed into a healthy governance system? Yes, but a structural change
is required to free them from external dictation/manipulation and an internal
value system that is corrupt, exploitative, and repressive.

Sound governance breeds healthy and dynamic values that underlie its struc-
ture and process dimensions. Normative values of fairness, equity, integrity, rep-
resentation, responsiveness, responsibility, tolerance, and equality before law for
all citizens regardless of color, race, ethnicity, gender, and age form the sticking
glue of a sound governance system, keeping all other dimensions together in a
solid way. Policy dimension further reinforces or weakens the governance sys-
tem, depending upon the intent and outcomes as well as the processes of policy
ideation, formulation, legitimation, implementation, and evaluation. Governance
policy is also representative of the political and economic philosophy of a gov-
ernance system, as any policy action or inaction has consequences for different
social and economic classes or groups in society. Sound governance takes all
these factors into consideration and tends to maintain a dynamic balance of in-
terests and outcome potentials that serve both the common national interests and
integrity of the governance system itself. Policy dimension, therefore, is a mir-
ror of the governance system, and sound policy mirrors a sound and transparent
governance system.

4. Constitution. Next, perhaps the most important dimension of governance
and sound governance is the constitution of the government and governance sys-
tem. The constitution is the fundamental guiding document that serves as a blue-
print of governance. However, in a weak, poorly organized, and unsound
governance system—if it is called a system at all—the constitution is nothing
more than a formal document; it is ignored and bypassed most of the time and
used selectively to serve particular powerful interests. This is a typical problem
of “formalism” or duality in governance processes around the world that are
heavily influenced or dictated to by external globalizing power structures. For-
malism occurs when formal rules and regulations are supplanted by informal and
unofficial norms and behaviors in politics, governance, and administration to
serve specific purposes, but they are applied rigidly when dealing with adver-
saries or system challengers (see Farazmand, 1989; Riggs, 1994).

All governance systems exhibit a degree of formalism, and this includes highly
advanced industrialized nations of the West, but this problem is more chronic in
less-developed and developing nations (Riggs, 1966, 1994). A high degree of for-
malism erodes system legitimacy. A constitution serves as the most important
source of legitimation for governance systems; a working constitution also con-
tributes to the soundness of governance at the national level.

5. Organization and institution. Another dimension of governance and sound
governance is organizational and institutional components or properties. What are
the institutions of governance? How well do these institutions operate in coordi-
nation with other institutions of government? Governance structure and process
as well as policies depend on governance institutions, and without institutions
there is no sound governance. Are the institutions formally and constitutionally
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sanctioned as legitimate? Are informal institutions at stronger play in the gover-
nance process? These are fundamental questions regarding this dimension of gov-
ernance. However, institutions without sound organization are fragile and doomed
to failure, as they cannot perform and do what they have been created to do. This
failure also leads to policy, structural, and process failures of the governance sys-
tem; hence an unsound governance. On the other hand, well-organized and well-
performing institutions contribute to sound governance.

Thus several key questions arise: How well are the governance institutions or-
ganized? How well do organizations of governance system perform? and How
well do the outcomes and results of organizational performance serve governance
constituencies, clients, and citizens? These are key measures of this dimension
of sound governance. Institutions without sound organizations cannot survive,
but organizations without institutions are also fragile and have low chance of sur-
vival; their legitimacy is dependent on institutionalization which gives them a
cognitive recognition, a normative feature that feeds to the soundness of gover-
nance system. Thus, both institutional and organizational dimensions serve as in-
tegral components or properties of sound governance.

6. Management and performance. The managerial and performance dimen-
sions of sound governance are directly related. They are integral parts of the
whole system. But mere performance is not sufficient; it must produce desired
and intended outcomes, outcomes that translate into institutional and system le-
gitimacy. The management dimension is a glue, an operating transmission of the
system that must produce intended outcomes. Management must be informed by
the latest knowledge, technology, capacity, resources, and skills, essentials that
need to be constantly updated by research and development, training and en-
hancement, and capacity building. Without a sound management system charac-
terized by efficiency and effectiveness, sound governance will suffer from
incompetence, poor performance, waste and duplication, bureau-pathologies, and
lack of legitimacy.

7. Policy. Next is the policy dimension of sound governance, which gives the
elements or dimensions of process, structure, and management sound guidance,
direction, and steering. Two types of policy are in order in sound governance:
One is external to individual organizations of governance, and it comes from the
legislative and political or judicial authorities representing the will of the peo-
ple. This kind of policy guides and gives directions to governance institutions
and organizations to achieve desired goals and objectives. The second type of
policy is internal to the individual organizations and institutions of governance;
it is organizational policy, a guidance set of steering roles that define and deter-
mine the rules, regulations, procedures, and values that are used to manage or-
ganizational performance toward desired mission and goals of sound governance.
Together, the external and internal policies serve as the steering mechanism of
organizational performance in sound governance.

The more the citizenry participate in making these policies, the more credi-
bility and legitimacy they award to the public management and governance sys-
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tems. Without popular participation in policy making and management, citizens
and constituent bodies are kept in dark; they lack the knowledge and informa-
tion to be aware of what is going on, and they will turn into passive objects or
subjects of government activities. Erosion of trust in public organizations and
government follows, causing lower legitimacy and crisis of governance. Thus,
participation is a major dimension of sound governance, involving citizens in
what governance is all about; and sound governance, like good governance, not
only involves citizen participation, it encourages and promotes it.

8. Sector. Another dimension of sound governance is its sectoral features that
also embody all other dimensions outlined above. Sectoral dimensions of gover-
nance are important as they are focused on specific sectors such as industrial, agri-
cultural, rural, urban, scientific, research and development, education, health,
transportation, and other areas. Sound sectoral governance requires direct partic-
ipation of citizens, able management, and knowledge and skills in performance
of public organizations. But intersectoral and interorganizational coordination, co-
operation, and sharing of knowledge and information are essential ingredients of
sound governance. Unfortunately, many governance systems and organizations
lack this absolutely necessary element of coordination worldwide, in both indus-
trialized and developing nations.

9. International or globalization forces. Another, and very important dimen-
sion of sound governance is its international or global dimension. Today, in the
age of accelerated globalization and global interdependence, nation-states, gov-
ernments, and citizens are increasingly drawn into—voluntarily or involuntar-
ily—a growing set of regimes that either show intolerance toward certain
governance behaviors that were formerly and traditionally considered normal and
internal to sovereign governments (e.g., the Apartheid regime in South Africa, or
genocide in Africa), or demand implementation of various rules, regulations, and
protocols agreed upon collectively at regional or global levels.

Examples of international and global organizations in this functional category
are the United Nations and its various agencies and organizations scattered
worldwide, such as the International Labor Office, the World Food Organization,
the World Health Organization, the WB, the IMF, the WTO, and others. Along
with these international organizations are a multitude of nongovernmental and
grassroots global movement organizations, formed by concerned citizens world-
wide, whose objectives and activities serve a wide range of purposes such as en-
vironment, poverty, migration, health and hunger, and human rights. These
international forces and institutions play an important role in defining the pa-
rameters for governance in various countries, even in powerful, industrialized na-
tions. They are neither governmental nor corporate organizations; they are
networks and loosely coupled organizations formed by grassroots people of var-
ied cultures that recognize no geographical boundaries or borders. Together, they
form the global movements of “counterglobalization” and “glocalism,” and rep-
resent the antithesis of globalization and its anomalies.
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Unfortunately, a key feature of this international or global dimension of gov-
ernance is contaminated by the neo-colonialist motives and by the colonizing and
imperialistic global power structure that is dominated by the transworld corpo-
rations and the Western superpower governments, such as the United States, that
tend to dictate their policy preferences to the developing and less-developed
countries of the world. This tendency has been a continuous problem hindering
development and enhancement of democratic sound governance in the third
world countries for well over a century. The quest for global military and polit-
ical domination, control of resources and cheap labor, and securing a dumping
market have motivated the Western capitalist countries, including the ones with
self-claimed democratic systems, to intervene militarily, economically, and po-
litically in the third world countries. The imperialist and colonialist powers are
also in control of the key seats of the global governance systems such as the UN
Security Council, the WTO, WB, IMF, and others that provide assistance and aid
to the third world countries.

By controlling the strategic financial, political, and economic institutions of
the world, the Western powers, especially the United States, have been able to
dictate their policy choices, including the kinds of regimes and governments, to
the third world countries. Consequently, the colonial system of the previous cen-
turies now continues in the new forms of neo-colonialism and imperialism. Un-
fortunately, with the fall of the countervailing global superpower, the Soviet
Union, there are no checks and balances and no deterrence to the abuses and po-
tential repressions committed by the emerging global empire.

In this global environment, the governance system in developing and less-
developed nations is highly impaired, and unfortunately, much of this global im-
pairment and dictation is often imposed on citizens and governments of the third
world under the guise of such deceptive words as “democracy” and “freedom,”
whereas in reality, democracy and freedom are taken away from these people.
The history of the twentieth century bears witness to numerous military and eco-
nomic and political interventions by the United States and some Western Euro-
pean colonizers in Africa, Asia, and Latin/Central America. Today, in the age of
globalization and so-called new world order, the United States seems determined
to change regimes it does not like, or elected governments with mandates to de-
termine or assert their democratic rights that may not coincide with the interests
of the global corporate elites and the U.S. government.

Thus, the global and international dimension of sound governance is seriously
hampered, and, as a result, many governments in the third world countries suf-
fer and will continue to suffer from serious legitimacy crises because the installed
or surrogate regimes and leaders alien to popular interests rule those countries
and serve the interests of the global power elites. Despite such a hampering and
impairing global force, sound governance can be implemented in developing
countries, with various degrees of success and effectiveness. Self-determination
is an inalienable right of indigenous peoples and democratic sound governance
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is possible with ceaseless struggle and participation of the people in the politi-
cal and governance scenes, and only participatory governance and administra-
tion can assure soundness of the system.

10. Ethics, accountability, and transparency. A key feature of sound gover-
nance is its principled foundation on ethical values, accountability requirements,
and transparency structures and values. This cardinal principle of sound gover-
nance checks against the potential abuses and corruptions of the system as well
as against the blind principles of pure efficiency and economy in the manage-
ment and administration processes.

Levels of Governance

Governance includes local, national, regional, and international as well as
global levels. In the age of globalization, all these levels of governance are ei-
ther directly or indirectly related. While some issues of governance are globally
influenced, sanctioned, or inspired, others have trend-setting effects for nation-
states and their governments. For example, while the issues of poverty, health,
and immigration are global concerns, they also have impacts on local and na-
tional governance.

Conversely, local and national governance issues are affected by international
norms, standards, and regimes that regulate domestic governance in various areas
of economy, politics, society, culture, and administration. Many metropolitan
governance issues are now becoming globally concerned issues which demand
collective and globally shared information, technology, and skills, for example,
urban service delivery, emergency and security issues, poverty and housing prob-
lems, air and water pollution, and crime and other problems.

Local governance under the model of sound governance demands active citi-
zen participation, through direct or indirect involvements, co-service delivery, co-
production, and co-management in transportation, housing, and the like.
Partnership building and enhancement is a key feature of contemporary reforms
in governance and management systems, as explained by Chapter 4 in this vol-
ume. Similarly, national governance is required to follow various international
and global standards and norms or regimes established collectively through such
supranational institutions as the United Nations and its affiliated agencies.

Obviously, dominant politics play a major role in determining the processes,
goals, and outcomes of these international and global regimes or regulations. The
less powerful nations of the third world are mostly on the recipient side of these
global governance regimes. Therefore, the ability of less powerful nations of the
third world is significantly impaired by the influence exerted by the more pow-
erful nations of the West, namely, the United States and other industrialized coun-
tries, who pursue their own national, corporate, and military interests.

Global level of governance is not a new phenomenon of the twenty-first
century. International relations and global governance systems are directly re-
lated and they have been twin features of governing systems or schemes of the
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world. In the past, under the Cold War, there was international competition be-
tween the two superpowers—the United States representing Western capitalism
and the Soviet Union representing the socialist system and the rest of the coun-
tries falling under one of these two or a third world system of Non-Aligned coun-
tries struggling to maintain their neutrality and independence. In reality, however,
de facto competition and power block alliance had almost always existed, either
directly or indirectly. With the fall of the Soviet Union, the global competition
for world governance has mainly disappeared and a new world order system is
claimed almost unilaterally by the United States and the transworld corporations
that tend to rule the world through a comprehensive and sweeping globalization
of capital.

Nation-states and governments resisting this global pressure are being threat-
ened by both military interventions and economic and political and technologi-
cal means, sanctions, and pressures. The objectives are to impose uniformity,
standards, and desired systems of governance and economy to suit the interests
of the transworld corporations and the superpower government of the United
States and its allies in the Western cultures. Nevertheless, as noted earlier, grass-
roots movements, global resistance groups, various global networks, and non-
complying countries or governments are forming the antithesis of this
globalization process and global governance system under the so-called new
world order. These global movement networks are forming the dialectical forces
of counterglobalization and glocalism, forces that globalization designers and
global power elites must reckon with in the future.

Thus, global governance is taking a new, complex, and dynamic shape char-
acterized by flux, uncertainty, rapid change, chaos, and unpredictable changing
dynamics. In sum, local, national, regional, and international or global gover-
nance systems are directly or indirectly related, and the dynamics of these mul-
tiple levels of governance system present great opportunities for social science
research to enhance knowledge and improve governance performance. A new
global laboratory of governance is now formed and both governments and gov-
erned have the opportunity to examine options, solutions, and problems.

POLICY AND ADMINISTRATIVE INNOVATIONS

Innovation is key to sound governance, and innovation in policy and adminis-
tration is central to sound governance as well. Without policy and administrative
innovations, governance falls into decay and ineffectiveness, loses capacity to
govern, and becomes a target of criticism and failure. Sound governance, there-
fore, demands continuous innovations in policy and administration processes,
structures, and value systems. Innovations in technology, resource development,
communication systems, organization and management, training and develop-
ment, research, and a host of other areas are essential to the soundness of gov-
ernance and administration.
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Policy innovations in governance are essential to the adaptation and adjust-
ment to the rapidly changing environment of the world under globalization. It is
also important to the building and enhancement of capacity to govern and to
sound governance. Failure to innovate means failure to adapt, to build capacity,
and to govern effectively. Similarly, innovation in administrative process and
structure is essential to the organization and management of a governance sys-
tem and to the effective implementation of innovative policies.

Without innovative and adaptive administrative or managerial systems, inno-
vative policies are doomed to failure; innovative policy is meaningless without
the organization and capacity to implement it; and without sound implementa-
tion or administration, there is no sound governance. Thus, policy and adminis-
trative innovations are key to sound governance, especially in the age of
globalization and rapid change. Both policy and administrative innovations con-
sist of a multitude of managerial, institutional, organizational, cultural, and tech-
nological innovations for the purposes of adaptation and creative and novel ideas
that would transform the governance process and structure. They will further help
build and enhance managerial, administrative, and governance capacities, not
only for maintaining high performance but also in an anticipatory manner, in
order to meet the challenges of the globalization age. Some of the chapters in
this book address and deal with some of these innovation issues and offer sug-
gestions for such capacity building and enhancement in governance and admin-
istration.

PLAN OF THE BOOK

This book is divided into six parts and sixteen chapters, including this intro-
ductory chapter. Part I covers two chapters on globalization and sound gover-
nance. These are general, theoretical chapters covering a wide range of scopes
and issues of globalization and how they affect sound governance. Specifically,
Chapter 2 by Ali Farazmand presents a theoretical view of globalization with im-
plications for governance. Chapter 3 deals with politics of international policy
learning in public administration, presented by Anthony Cheung. Part II presents
two chapters on building capacity for governance and administration, with theo-
retical and practical implications. Chapter 4 is an analysis of building partner-
ships for sound governance, presented by Ali Farazmand, followed by Chapter 5
on trust as capacity in governance, by Robert Denhardt.

Part III deals with substantive policy innovations, governance, and adminis-
tration, covered by three chapters. Chapter 6 is a presentation by Anthony James
Catanese on planning for sound governance for the twenty-first century. Chapter
7, by Gordon Bazemore, discusses the issue of crime, governance, and commu-
nities in light of the new criminal justice reform in the United States, and with
implications for crime and justice administration worldwide. In Chapter 8§,
F. Stevens Redburn and Terry Buss present an interesting discussion of modern-
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izing democracy with a focus on citizen participation in the information age, and
implications for sound governance.

Part IV covers three chapters on the general topic of innovations in organiza-
tion, management, and governance. Chapter 9 is a presentation, by Robert
Golembiewski and Eran Vigoda-Gadot, on organizational innovation and public
management, followed by Chapter 10 on the issues of diversity, administration,
and governance, presented by Mary Guy and Jason Bennett Thatcher. Chapter 11
is a discussion of innovation and intergovernmental relations presented by David
Nice and Ashley Grosse.

Part V presents the hot issue of strategic innovations in public management
through application of Total Quality Management (TQM) or Quality Manage-
ment as an innovative strategy in public service and administration. This is a cur-
rency in sound governance, especially in regard to citizen satisfaction, quality
public management, and administration. Here, Chapter 12 by Ali Farazmand and
Friederick Mittner presents TQM in public management as an innovative strat-
egy for sound policy and management in governance. This is followed by Chapt-
er 13 presented by Raymond Saner on Quality Assurance as public administration
capacity building.

Part VI offers three chapters on innovations in development policy and ad-
ministration, and on the role of the United Nations in promoting sound gover-
nance and public management through induced public sector reforms,
international and regional conference, and publications. Here, Chapter 14 by
Yolande Jemiai of the United Nations presents a bird’s-eye view of the public
sector reforms around the world and the role of the UN in promoting such pro-
grams toward sound public management and governance. Her inside knowledge
and information is a valuable reflection of what happens to public service and
how the UN involvement can make a difference. Chapter 15 is another signifi-
cant presentation of valuable knowledge by another UN insider, Abu Rahman,
on innovation in development administration, sound governance, and manage-
ment. Finally, in Chapter 16, Jean-Claude Garcia-Zamor presents the struggle of
small government bureaucracies to develop traditional ethical policies in devel-
oping countries.

Last, but not least, an index is provided at the end of the book, followed by a
brief list of biographical statements.
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Globalization and Governance:
A Theoretical Analysis

ALl FARAZMAND

INTRODUCTION

The world is experiencing profound structural changes at the turn of the new mil-
lennium. The dawn of a new civilization has begun with the rapid fall of the es-
tablished, industrial civilization with which many parts of the world are still
trying to catch up. While a few are making leaping progress in individual and
group life, the majority of the world population is still desperately struggling to
survive. The concept of rupture has replaced the word rapid to describe change,
which has become a constant phenomenon. Change is both necessary and in-
evitable, but rapid, chaotic change coupled with rupturing events can have po-
tentially devastating consequences for many while presenting opportunities for a
few. Quantitative changes are important in shaping structures and values of so-
cieties, governments, and humanity, but it is the qualitative changes that alter
long-standing characteristics of human civilization. It is the qualitative changes
that are now taking place and altering the planet Earth, and the societies and
communities on it.

The high mark of these changes is globalization with profound impacts on
state, governance, and administration. Globalization has evoked various concep-
tual and intellectual as well as political and economic reactions worldwide. For
example, Huntington (1996) speaks of the “Clash of Civilizations,” Fukuyama
(1992) predicts “the end of history and man,” and Korbin (1996) indicates a “re-
turn back to medievalism.” These expressions reflect a major point of view on
the rupturing, qualitative changes worldwide.

The world is experiencing a high degree of globalism—an ideological, political,
organizational, and economic phenomenon of the late twentieth century—and glob-
alization—the process through which worldwide integration and transcendence are
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taking place. What does globalization mean for the state and governance? This
chapter addresses this fundamental question in some detail, offers explanations on
the causes and consequences for governance and public administration, and sug-
gests some policy and administrative options for action. Using a political economy
approach, therefore, the chapter is a critical and theoretical analysis of globaliza-
tion with consequences for democratic governance, society, and administration.

STATING THE PROBLEM: THE CHALLENGE OF
GLOBALIZATION

The concepts of globalism, globalization, and new world order have received
significant attention in the social sciences, especially in economics, political
science, and sociology. However, knowledge of the impacts of globalization on
governance has been inconclusive and confusing, with the subject being under-
studied. The dramatic changes in science and technology have also helped the
late capitalism and social order to be transformed into global capitalism and dis-
order, causing transcending effects on nation-states and consequences for mod-
ern governance and public administration. Because public administration
constitutes the core of the state and governance (Holden, 1997), any changes in
the character of the state mean corresponding changes in governance and ad-
ministration, and changes in governance and public administration are reflected
in the character of the state.

Does the state in general and governance and public administration in partic-
ular matter any more in the wake of rapid globalization? Is it the end of the state
or the end of government and of public administration (Stever, 1988), or the end
of work (Rifkin, 1996)? In fact, there are growing speculative arguments that be-
cause the transnational corporations have become “‘state indifferent,” the logic of
modern global capitalism has made the role of the state irrelevant or redundant
(Mandel, 1983). Others may see their earlier dream of global “cosmocorpora-
tions” come through making states irrelevant (Ball, 1967). This argument is
hardly new. As far as globalism and world systems are concerned, both have ex-
isted since the turn of the twentieth century and both were accentuated by the
rise of the USSR and its ideological claim of world socialism. The demise of the
state was predicted by certain liberal internationalists as well as by some Marxist-
Leninists early in the twentieth century. Lenin’s seminal work, Imperialism: The
Highest Stage of Capitalism (1965), focused on the growth and role of multina-
tional corporations in modern capitalism making the state redundant. Similarly,
functional theorists of international integration predicted the rise of globalism in
mid-century, and the recent argument of “transnationalism” appeared in the
1970s. More recently, the works on globalization and new world order allude to
the conclusion that the days of the state are numbered (see, for example, Nais-
bitt, 1994; Ohmae, 1995).

By extension, some governance theorists, public administrationists, and pub-
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lic policy analysts have predicted the creation by global corporations of a new
world order beyond nation-states (Reich, 1991), the emergence of a “global vil-
lage” (see essays in Garcia-Zamor and Khator, 1994), and a “world government”
with “global management” (Wilson, 1994). Some theorists have even attempted
to develop a universal, global theory of public administration (Caiden, 1994).
However, with the exception of Farazmand (1994), little critical analysis of the
terms globalism, globalization, and new world order has been offered in public
administration. Others, however, have vocally refuted the idea of the end of the
state. For example, Caiden (1994), Heady (1998), and Scholte (1997) have ar-
gued the persistence of the nation-states with all implications for public admin-
istration. Hirst and Thompson (1996), Zysman (1996), and Boyer and Drache
(1996) have argued that globalization has been exaggerated and that states re-
main strong with crucial functions of governance.

Some realists in the international relations tradition have argued that “de facto
[state] sovereignty has been strengthened rather than weakened” (Krasner 1993,
p- 318). Similarly, sociologists and political scientists like Michael Mann (1980)
and Theda Skocpol (1985), who “brought the state back in” to their disciplines
during the 1980s, have maintained their skepticism about the disappearance of
the state from history. As a result, the process of globalization has produced two
opposing trains of thought concerning the fate of the state in modern governance:
one predicting the end of the state, and the other arguing on the persistence of
the state and national governance.

Refuting the idealist globalism of Reich and colleagues or considering the re-
alist prediction of Krasner (1988, 1993), Heady (1996), Caiden (1994), and oth-
ers on the state, governance, and public administration is less important than the
disparate impacts that globalism and globalization have had on the communities,
societies, governments, and management of public affairs in industrialized and
less-developed nations. Globalism and globalization have changed the nature and
character of the state worldwide. The whole human civilization is being trans-
formed into a globalized economic structure with many superstructural features,
including supraterritorial power structures that have profound implications for
governance and public administration (Mander and Goldsmith, 1996). In this
connection, several social scientists have described the “retreating shifts” in the
quality and quantity of state power and authority (Graycar, 1983; Lipsky, 1984;
Strange, 1996). They also explain the transitional nature of the state “from the
welfare state to the competitions state,” as the governments attempt to “respond
to, and shape and control, growing international political economic inter-
penetration” (Cerny, 1995), to “the hallow state” (Milward, 1994), or “the cor-
porate state” (Farazmand, 1997b, 1997¢c).

Others have argued that capitalist globalization has resulted in the growth of
suprastate governance agencies—lacking adequate democratic control and ac-
countability—that are supplementing, if not supplanting, the territorial nation-
states (Cox, 1993; Korten, 1995; Picciotto, 1991). Similarly, critics have
maintained that globalization of capitalism has eroded the sense of community
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and urban power structure (Korten, 1995; Mele, 1996), caused the disappearance
of urban jobs (Wilson, 1997), and contributed to the “end of work™ (Rifkin,
1996). They also warn that the emergence of the supranational governance agen-
cies has deepened the dependency of the less-developed countries, exacerbated
their fiscal crises, and created a serious crisis of governability in those nations
(Kregel, 1998).

Using a political economy approach, this chapter treats the concepts of glob-
alism and globalization as phenomena produced by historical changes within the
broader framework of continuity. Unlike assertions by some, as in The End of
History and the Last Man (Fukuyama, 1992), this chapter considers globaliza-
tion as an expected historical, dialectical development of late capitalism and ar-
gues that globalization is caused by the dynamic nature of rapid accumulation of
surplus at the global level. The dynamic nature of capitalist political economy in
its latest development has shifted in favor of financial capital as opposed to the
earlier production nature of the capital. It has shifted from national to global cap-
italism. Change and continuity are dialectical characteristics of the development
of socioeconomic systems. The qualitative and quantitative changes of the last
few decades have altered the nature of capitalist economies and their respective
structures and organizations of governance and administration. These changes
started after World War II and have accelerated since the 1970s. But the state will
persist, I have argued.

Through the dialectical interplays of continuity and change, this chapter ana-
lyzes the relationship between globalization and the state and public administra-
tion. The cause and effect of globalization are discussed with major implications
for public administration. While cause and effects are a methodological focus of
this paper, the asymmetrical and chaotic forces of globalization are also consid-
ered. I have argued that globalization has been caused by several factors, in-
cluding the economic factors of surplus accumulation capital, the state, domestic
constraints, innovations in information technology, international institutions, and
ideology. In turn, globalization has caused significant consequences for the cap-
italist state, governance, and public administration.

The core of the state and administration persists in the broader sense of con-
tinuity. At the same time, major changes have been occurring, as a consequence
of globalization, that alter the nature and character of the state and public ad-
ministration from the traditional, welfare administrative state to that of the cor-
porate welfare state. Thus global capitalism is analyzed in the context of the
world political economy. In this context, globalization is considered more broadly
than capitalism alone. Capitalism needs the state and the state is not independ-
ent from capital; the elites of both work together in the globalization process be-
cause it serves both. Unfortunately, little has been studied on the causal
relationship between aspects of globalization, the state, sound governance, and
public administration.

The discussion that follows is presented in four parts: the first part presents
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several analytical perspectives on the concept of globalization. The second part
examines the causes of globalization. The third part discusses the consequences
of globalization for the state and governance, focusing on the changing charac-
ter and role of the state in general, and of the administrative state in particular,
under global capitalism. In the fourth part, a number of implications are outlined
for national governance, policy choices, and public administration.

THEORETICAL PERSPECTIVES ON GLOBALIZATION

Globalization has meant many things to many people. The ideas are diverse,
interchangeable, and broad, so much so that it is easy to fall into a definition trap.
For example, economists consider globalization as an advance toward the end-
state of a fully integrated world market; and some political scientists view it as a
march away from the conventionally defined concept of state with territorial sov-
ereignty and the emergence of nongovernmental power players in the world order
(Falk, 1997). Business school academics and consultants apply globalization to a
“borderless world” (Ohmae, 1990), and others view globalization as a phenome-
non driven only by private sector business firms, not governments (Julius, 1997).

For the purpose of this chapter, several theoretical perspectives on globaliza-
tion are presented. All discussions of globalization deal with the question of bor-
ders: “the territorial demarcations of state jurisdictions, and associated issues of
governance, economy, identity, and community” (Scholte, 1997, p. 430). Fol-
lowing this guidance, six meanings of globalization are presented with an as-
sessment:

Globalization as Internationalization

This notion treats globalization as an increase in cross-border relations among
organizations, identities (including human and governmental), and communities
beyond national jurisdictional boundaries. This meaning is limited and redun-
dant because internationalization and cross-border relations are not new to mod-
ern nation-states. Such concepts originated a century ago, when international
trade and other aspects of economic and political relations began to grow among
nations. The field of international relations is an outgrowth of this development.
Throughout the twentieth century, cross-border relations fluctuated. Although
governance and public administration have become more internationalized, such
internationalization is not new either.

In fact, internationalization of governance and administration began early in
the twentieth century and gained momentum after World War II, when both the
United States and the Soviet Union internationalized their satellite nations and
the ways in which governance and administration were thought about and prac-
ticed. The rise of the United Nations and its affiliate agencies also promoted
internationalization. The birth and growth of the Comparative Politics and Com-
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parative Administration Group (CAG) were the outcomes of such development
(Riggs, 1998; Waldo, 1980).

Globalization as Border Openness

This means large-scale openness of borders through the removal of state reg-
ulatory barriers and protectionist measures, facilitating rapid financial transac-
tions, communications, trade, and cultural relationships (Brown, 1992). Such a
borderless, integrated world would be characterized by a unified global economy,
a global government, a homogenous global culture, and, by implication, a global
system of governance and public administration (Scholte, 1997).

This is a very commonly used notion of globalization about which much has
been written and discussed in American political science and public administra-
tion literature in the 1990s. As such, globalization of governance and adminis-
tration has meant internationalization of governance and administration activities
in an increasingly liberalized world, to which the Internet and other means of in-
formation technology have contributed beyond comprehension. Globalization of
governance and public administration has meant “thinking globally and acting
locally,” adjusting to global situations, and learning to adapt to global changes—
in science, technology, governance, administration, and economics—that affect
governance as a practice and as a field of study. The concepts of “new world”
(Cleveland, 1993), of “global village” (Garcia-Zamor and Khator, 1994) and of
“global governance,” and “global management” (Wilson, 1994) seem to charac-
terize this notion of globalization and its implications for the state and public ad-
ministration.

This notion of globalization is also limited and deficient in that it is synony-
mous with liberalization and is neither new nor needed. It is not new because it
has been expressed for almost three centuries. The anti-cameralists raised it in
favor of capitalist development and the classical liberals raised it against statism
in the nineteenth century. The liberal internationalists raised it against the doc-
trine of balance of power in the early twentieth century and the transnationalists
raised it against the “realists’ ” view of nationalist and state sovereignty procla-
mations in international relations (Scholte, 1997), not to mention the interna-
tionalist mission and claims of the socialists led by the USSR, especially of the
Communist International (Comintern).

The concept is also redundant because liberalization of borders for a new world
has been around for many decades, especially among the satellite nations of the
West led by the United States, that is, developing countries in Latin America,
Asia, Africa, and the Middle East. The regulatory, labor, and administrative poli-
cies have always been very concessionary toward multinational corporations op-
erating profitable businesses in much of the third world (see, for example, Bill
and Springborg, 1990; Farazmand, 1989, 1991; Halliday, 1979; Heeger, 1974;
LaFeber, 1984; Mandel, 1983). Again, comparative and development public ad-
ministration and politics groups and other international consulting groups have
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been active in less-developed nations, and publications on these areas of research
have produced a monumental literature that attests to this phenomenon.

Globalization as a Process

This is a useful meaning but still misses some points. Using a political econ-
omy view, this notion refers to globalization not as a phenomenon, but a process,
a continuing process of capital accumulation in modern capitalism that has been
going on for centuries. Only recently has it been intensifying as a result of the
availability of modern technology. Therefore, it is nothing new. Capitalism, this
view contends, is “in its innermost essence an expanding system both internally
and externally. Once rooted, it both grows and spreads” (Sweezy, 1997, p. 1).
Beginning with the recession of 1974—1975, three trends have contributed to the
accelerated rate of capital accumulation at the global level: lowering growth rate,
“worldwide proliferation of monopolistic (or oligopolistic) multinational corpo-
ration,” and “financialization of the capital accumulation process” (Sweezy, 1997,
pp- 1-2). A quickening of globalization has taken place, but all three trends are
traced to the changes in the internal process of capital accumulation.

The beginning of this globalization goes back to the nineteenth and early twen-
tieth centuries and was marked by the transition from early (competitive) capi-
talism to late (monopoly) capitalism, which was boosted by the two world wars
and produced capitalism’s “golden age” (1950-1970) under the height of the
Cold War. Therefore, to accumulate more, the process of globalization simply is
another stage of expanding capitalism into areas of the world that have not been
touched before. This view tells little about the changing role of the state and gov-
ernance administration, especially under the new global order.

Globalization as Ideology

Ideology has always been a major force driving ideas and systems, including
capitalist systems. Ideology embodies values, norms, sanctions, and internaliz-
ing cultural bounding that tend to mold mind and soul among human beings to-
ward specific, ideal forms of structure and processes with goals either manifest
or implicitly pulling actions and behaviors. Ideologies may evolve through time
from rough and inconsistent ideas to more cohesive and well-defined blueprints;
their underlying assumption is to drive forces of human existence toward or away
from certain specific structures, norms, and value systems.

The ideological underpinnings of Western capitalist democracy act as a driv-
ing force to globalize American and Western European liberal democracy. The
massive amounts of information—including propaganda—spread throughout the
world by the media, the press, computers, and satellite communication systems
offer an image of an ideal political system for other countries to emulate. The
key words freedom, individualism, free market enterprise, and plural democracy
have characterized this ideological force of globalization (Lindblom, 1977,
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1990). This heavily loaded ideological doctrine has more to do with form and
idealism than substance and reality; it is both deceptive and dangerous. Decep-
tive, because it really does not exist as such in any capitalist economy, and dan-
gerous because it creates false expectations among peoples in the world and
creates chaos when people raise such demands but face repressive reactions from
the very states that are supposed to ensure their rights. This is especially the case
in the third-world countries with rulers friendly to global capitalism. Therefore,
important and effective as this perspective may have been, this normative force
of globalization also says little about the political economy of the state, gover-
nance, and public administration.

Globalization as a Phenomenon

Using a political economy approach, this perspective considers globalization
as a cause and effect phenomenon in late capitalism. Sharing the view of the cap-
ital accumulation process, it treats globalization as a cause of world capitalism’s
endless effort to reach global markets for accelerated accumulation of capital dur-
ing the stagnant era of the 1970s. Globalization has also produced significant
consequences for the state and other institutions in society, whose territorial bor-
ders have

not so much crossed or opened as transcended. Here, “global” phenomena are those that
extend across widely dispersed locations simultaneously. Territorial distance and territo-
rial borders hold limited significance in these circumstances; the globe becomes a single
“place” in its own right. (Scholte, 1997, p. 431)

This view of globalization is useful for understanding global changes in the po-
litical economy of nations. It also considers the world as a global village and of-
fers significant explanatory power, but it also gives limited weight to the role of
the modern state and governance in causing globalization. It also tells us little
about the future role of the state, institutional elites, and public administrative
elites in such a global “place.”

Globalization as Both a Transcending Phenomenon and a
Process

Sharing with and building upon the above meanings, this perspective consid-
ers globalization as a process of surplus accumulation by global capitalism—a
constant process of expansion into new frontiers and opportunities for increas-
ing capital accumulation at the global level. It also views globalization as a phe-
nomenon caused by the process of global capital accumulation—a phenomenon
that has manifested its negative and positive impacts almost everywhere. This
impact has even been felt by the powerful nations of the West and Japan, where
most if not all of the transcending organizations of capital accumulation have
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home base and are backed by their globally dominant states. Unlike the third
world countries, which have been plagued by the devastating effects of global-
ization by multinational and transnational corporations for decades, the peoples,
institutions, and communities of the advanced industrial countries of the North
did not experience the impact of globalization until recently. Now the chicken
has come home to roost for the latter countries and communities in the West.

It is this qualitative change spurred by the new globalization process that has
caused concerns and “new consequences” for the nation-states in the dominant
West. Therefore, this perspective of globalization is rather novel and compli-
mentary to the views noted above in that it adds an innovative idea to the con-
ceptualization of the term. It considers the state as an active institutional player
in the process of globalization and in dealing with its consequences. Other fac-
tors such as information technology also have been effective. Here, in the new
global community, the changing role of the state in general and the administra-
tive state in particular is explored as both a cause and an effect. This analytical
definition also encompasses the concepts of globalization as liberalization and
internationalization, but its primary concern is focused on surplus accumulation
of capital and the role of the modern state in promoting globalization. The non-
causal, chaotic forces contributing to the globalization process are also consid-
ered relevant in this perspective, though not discussed. The above discussion
leads us to the causes and consequences of globalization.

CAUSES OF GLOBALIZATION

Several factors have contributed to the process of globalization reaching the
current phenomenon. These include the economic factor of surplus accumulation
of corporate capital, the role of the dominant states and their bureaucracies, do-
mestic constraints, rising human expectations, international institutions, and tech-
nological innovations. Elsewhere (Farazmand, 1999), I have detailed the causes
and consequences of globalization of capital, with implications for public ad-
ministration. Here, only a few points are discussed regarding the causes and con-
sequences of globalization with implications for governance and administration.
Finally, several policy suggestions are offered for the purpose of sound gover-
nance and public administration.

Surplus Accumulation of Capital

The most important factor contributing to the globalization of capitalism has
been the driving force of surplus accumulation that has crossed territorial bor-
ders and transcended national boundaries for decades. It accelerated after World
War II and reached a high point after the 1970s when all of its manifestations
were apparent in the 1990s. Surplus (or profit) accumulation is the lifeblood of
capitalism, which needs constant expansion at any cost; hence the continuity of
dynamic capitalism. Globalization has been a central feature of transnational cor-
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porations (also called multinationals), who have for many decades reached global
markets and enjoyed cheap labor in less-developed nations. What is new is the
rapidity and high rate (absolute rate) of surplus accumulation made possible by
a number of mechanisms, as well as the transworld mobility of corporations in
a spaceless and timeless global place facilitated by the state (Farazmand, 1994).

A number of factors or mechanisms have been instrumental to the expansion
of globalization of capital through a rapid growth of the absolute rate of surplus
value or profit worldwide. These include the following:

1. Global marketing, which began during the 1970s with massive efforts by
transnational globalizing corporations to capture global markets. Global con-
sumerism began to flourish with monied consumers around the planet being able
“to purchase the same goods at the same time,” and coordinated corporate R&D
activities produced new economies of scale beyond the reach of individual cor-
porations (Modelski, 1979). These activities produced high profit rates with sig-
nificant upturn for globalizing firms and home states that supported them. By
1989, the cost of corporate advertising reached $240 billion, plus another $380
billion on packaging, design, and promotion (During, 1992, pp. 171-72). In
1992, almost all of the 40 largest advertising firms in Great Britain and the United
States had specialized departments with global commercials (Scholte, 1997,
p. 433; Sklair, 1995).

2. Global production also has replaced national production—though still pro-
gressing—through reduced costs of production afforded to transnational corpo-
rations around the world. Globalization of finance has also facilitated this process
and produced the “global sourcing” through which a production company can
draw its components and materials anywhere in the world. With the globaliza-
tion of financial capital, it has become possible “to produce a product anywhere,
using resources from anywhere, by a company located anywhere, to be sold any-
where” (Friedman, 1994, cited in Naisbitt, 1994, p. 19; Scholte, 1997, p. 435).
Global corporations such as Nike close several factories in some sites and open
more profitable ones in other sites simultaneously, all without any national or in-
ternational constraints (Abegglen, 1994, p. 26). The result is the emergence of a
“global factory” in which different countries host different production activities,
supply cheap labor and materials, and absorb all social and externality costs as-
sociated with global production.

3. Global commodification has transformed social as well as economic life
worldwide into market commodities through supraterritorial spaces instanta-
neously. Computer technology, telecommunications, and electronic media as well
as transworld financialization have contributed to significant globalization and
capitalist accumulation of surplus/profit. Traditional tangible trades and indus-
tries are shifted toward “intangibles” (Scholte, 1997, p. 436), which include fi-
nance, information, and everything else including body and soul in the
globalizing marketplace.

This process of commodification has caused many concerns among experts in
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urban politics who see the process as a destruction of unique cultures, different
ideas, and even innocent children found among the poor being used for com-
mercial and corporate profit purposes (Mele, 1996).

Organizational Restructuring of Corporate Power

Another key factor in the rapid process of globalization has been the reorgan-
ization of the corporate structure toward further centralization and mergers with
more and more concentration of power at the top. This has resulted in the ex-
pansion of the transworld corporations both vertically and horizontally, with an
organizational structure that has increasingly become more centralized and elit-
ist at the global level, creating a global ruling class (Brecher and Costello, 1994;
Brown, 1992; Farazmand, 1999; Korten, 1995). Vertically, “strategic alliances”
between globalizing enterprises have been on the rise, and the global waves of
successive mergers and acquisitions have produced a full-scale “fusion,” reach-
ing 6,000 in 1995, with an aggregate value of $229.4 billion (Financial Times,
January 20, 1995 p. 22). In fact, “mergermania” and “mega-merger” trends have
produced a globally centralized organization and a concentrated power structure
in which the largest 300 transnationals control 70 percent of all foreign direct in-
vestment (FDI) and almost a third of the total assets of all corporations around
the world (Dunning, 1993, p. 15; Harvey, 1995, p. 189).

This concentrated global corporate structure has also produced a globalizing
cadre of “managerial elites” as well as a new level of “organizational elite” that
tend to influence public policy, governance, and administrative decisions virtu-
ally anywhere on the planet (Farazmand, 1999). These global elites also produce
a global “organizational culture” (Pascale, 1984). They play governments against
governments and stage coup d’états or counterinsurgencies against governments
unsympathetic to them (Korten, 1995; Parenti, 1995).

Global Financialization

Another important factor of globalization has been global money and finan-
cialization. Global money has no loyalty or attachment to any space, nation, or
community of people. It does not recognize boundaries or passion, nor does it
have any father, mother, sister, brother, boyfriend, girlfriend, or any friend. Its
only friend is absolute surplus value or profit. Unlike the past, in which money
and its distribution was mainly territorial and promoted domestic communities—
jobs, opportunities, commercial activities, community values—the new condition
of the globalization of money and its link to territorial finance have been loos-
ened by moving into spaces without distance and border. It is being moved in-
visibly through the cyberspace of banking computers. In 1995, “over $9 trillion
of the world’s bank assets belonged to depositors non-resident in the country
where the account was held and/or were denominated in a currency issued out-
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side that country” (Scholte, 1997, pp. 439-440). Global financialization has been
accelerated (Sweezy, 1997) with the help of “cyberpolitiks,” which has changed
the “nature of power in the information age” (Rothkopf, 1998, p. 325).

Globalizing States and Governments

Still another major force of globalization has been the globalizing state and
administration. Capitalism has an inherent tendency to create chaos, but it also
needs a strong state and stable environment to prosper. It demands order and pro-
motes bureaucratization of order and social control (Offe, 1985; Weber, 1947).
The globally dominant governments, particularly the United States and its Euro-
pean partners, have played an active role in promoting globalization of capital
throughout this century, often with the repressive measures of brutal dictatorship
and at huge costs—both human and economic/environmental—to the already
poverty-inflicted peoples in developing and less-developed nations of the third
world.

The powerful globalizing governments have allocated large amounts of pub-
lic expenditures on military and security systems to protect and promote corpo-
rate capital accumulation in less-developed nations as well as in domestic
marketplaces, at the cost of the latter nations. They have intervened militarily in
many countries, replaced legitimate governments, and installed and supported
some of the most repressive and corrupt regimes in the world, often under pre-
text of Cold War and anti-Communism. Examples include Chile in the 1970s,
Iran in the 1950s, Indonesia in the 1960s, Greece in the 1960s, and Turkey in
the late 1970s (Greenberg, 1986; Halliday, 1979; LaFeber, 1984; Parenti, 1995).
In this context, Latin and Central American countries have experienced some of
the most brutalizing systems of repression in the hands of corrupt and repressive
right-wing regimes backed consistently by the United States, which considers the
whole continent its backyard. The result has been constant revolutionary upris-
ings and further repression and bloodshed in these nations plagued by mass
poverty and insecurity.

Everywhere, the capitalist states also spent significant portions of their annual
budgets to finance the welfare state, which successfully performed its social wel-
fare function (Gilbert, 1983) but eventually became the “victim of its own suc-
cess” (Logue, 1979, p. 85). As Stockman (1987) states, the welfare state was
“built brick by brick by both conservative republicans and liberal democrats”
(Gilbert, 1983; Stockman, 1987, pp. 442—447) in the United States and other in-
dustrialized nations around the world. Having served its purpose of social con-
trol, the welfare state is now dismantled because it is not needed anymore.

Since World War II, Western governments have globalized their ideologies,
value systems, and systems of governance and administration as ideal models
throughout the world with the most efficient, state-of-the-art communication sys-
tems, and superpowers’ direct and proxy wars of intervention and invasion in
Asia, Latin America, Africa, the Middle East, and recently in Eastern Europe
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have made globalization of the American government and its corporate interests
possible by force (Bill and Springborg, 1990; Brown, 1992; Farazmand, 2001a;
Gill and Law, 1988; Korten, 1995). Justification of this intervention has been at-
tributed to a need to protect American global interests (Ball, 1967; Hamilton,
1989; Murphy, 1988). In a nutshell, capitalism needs a strong state and bureau-
cracy to flourish. Powerful business elites dominate the policy process and affect
its outcomes (Jones, 1983; Lindblom, 1990), and efficient functioning of the mar-
ket depends on strong governments (Daly and Cobb, 1989). To protect the sys-
tem from periodic collapse and to provide safety nets for promoting capitalist
development, market failures demand government intervention in the economy
(Burkhead and Miner, 1971; Korten, 1995; Parenti, 1995). Therefore, the mod-
ern state has, through public expenditures, played a pivotal role in the acceler-
ated development of both capitalism and globalization for a new world order.

Other Globalizing Forces

Other factors responsible for rapid growth of globalization of capital include:

The relative domestic economic decline since the 1970s, combined with political crises,
energy crises, budget deficits, and confidence gap crises in both corporate and govern-
mental elites (see Henry, 1995; Lipset, 1987); organizational decline and cutback man-
agement (Levine, 1978; Peters, 1991); and “fiscal crisis” (O’Connor, 1973) due to states’
inability to bear the cost of social welfare functions (Arrow, 1963).

Rising human expectations which the corporate power structure and the governments rep-
resenting it considered unacceptable; for example, employees in public and private sec-
tors demanding “property rights” for their jobs; increasing demands by employees for
participatory management of enterprises; and the emerging role of women in the work-
force (legal constraints such as Equal Employment Opportunity laws and threat of law-
suits against discriminatory management practices, and rising employee benefits due to
rising cost of living, also played a role in this process).

Technological innovations in information technology, communications and transportation
systems, and the Internet that have contributed significantly to the globalization phenom-
enon. As Bill Gates (1995) of Microsoft promises, a future “shoppers’ heaven” in cyber-
space seems to provide a place where “all the goods for sale in the world will be available
from home via the Internet” (p. 158).

United Nations agencies, which, since their inception after World War II, have played a
major role in the globalization process. Since the 1970s, key UN-affiliated organizations,
such as the World Bank (WB), International Monetary Fund (IMF), and the recent World
Trade Organization (WTO), have been powerful arms of corporate globalization. They
have been dominated and controlled primarily by the United States, some Western Euro-
pean governments, and the Japanese government (the Trilaterals), who are the key donors
of international aid to developing nations. In the last two decades, these supranational or-
ganizations have played an effective role in globalization through “structural adjustment”
requirements dictated to the poor and less-developed nations in desperate need of inter-
national aid (Chan, 1996). But no international aid comes without conditions.
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A key feature of the structural adjustment program (SAP) includes major reforms in
regulatory, financial, and administrative schemes required of those countries. These re-
forms include massive privatization and promotion of the subsidiary private sector, re-
moval of trade and other barriers, tax incentives for corporate operations, favorable labor
laws allowing for unrestrained use of cheap labor, an emphasis on export-oriented pro-
duction and economic growth versus development, and a reduction of the governmental
role in the economy (Brown, 1992; Hancock, 1989; Korten, 1995).

CONSEQUENCES OF GLOBALIZATION: IMPLICATIONS FOR
SOUND GOVERNANCE

Consequences of globalization for the state and governance are too many to
examine here in this chapter with limited space. I have done this in detail in an-
other work (see Farazmand, n.d.). In short, globalization has had major positive
and negative consequences for the state, governance, and public administration
as well as for societies. It has facilitated connection and coordination among peo-
ples, governments, and nongovernmental organizations. Global accessibility is a
giant positive step toward human advancements.

Tools of globalization are expanding in both form and substance, with opera-
tional outcomes too many to count. It is also safe to say that globalization of cap-
ital thrives on stability, peace, and security around the globe, while it also tends
to suffer from chaotic conditions it creates worldwide. This is an inherent con-
tradiction of capitalism that is now being elevated to an intensified complexity
with many uncertainties, and producing an “age of unreason” full of “paradoxes”
(Handy, 1995). In fact, globalization is building the foundation of a new civi-
lization characterized by many paradoxes and high complexities, yet global states
and transworld globalizing corporations are dictating the course of the future and
the destiny of this new civilization.

Not all states have been affected by or responded to globalization equally.
Globalization has proceeded much faster in North America, East Asia, Western
Europe, and Australia than in the rest of Asia and Europe, Africa, and Latin
America. Nevertheless, globalization of capital, politics, administration, and cul-
ture has affected virtually all nations on the globe; no country has been left un-
touched.

States and Governments Persist

Contrary to assertions noted previously, globalization has not caused the end
of the state and its bureaucracy, nor will it result in a decline of the state in the
future. The territorial state as a sociopolitical entity will continue to persist, as
it has for several millennia. The relationship between market and politics, capi-
talism and the state, private and public sector management has always been an
intimate one. The capitalist class has always enjoyed a special privilege in the
governance process. This relationship continues to exist because public admin-
istration and civilization, including capitalist civilization, have coexisted and pro-
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moted one another for thousands of years (Waldo, 1980/1992) with a bureau-
cracy that has also survived millennia of political and economic changes (Faraz-
mand, 1998; Heady, 1996) and has served the dominant political and economic
classes of society through the governance systems.

However, within the context of historical continuity, globalization also has
caused major changes in the character of the modern state (Esman, 1999; Faraz-
mand, 1999, 2001a; Heady, 1998; Scholte, 1997). The state persists but its na-
ture and character have turned away from the former traditional welfare
administrative state in favor of the new corporate, coercive administrative state.
This new transformation in the character and role of the state needs elaboration
because of its multidimensional implications.

Changes in the Character and Role of the State and
Government

Five major forms of this change characterize the nature of the new state. One
is the reinforcement of such supraterritorial governance organizations as the IMF,
WB, and WTO, whose decisions and codes of conduct are binding to nation-
states and affect their administrative systems. This has significant implications
for governance in various countries, as it limits their ability to govern inde-
pendently.

Second is the increasing degree of interdependence among modern states to
handle territorial and supraterritorial issues, and to seek cooperation for a host
of matters concerning all peoples on the planet. Governance has new challenges
that require new skills and knowledge base. Innovation in technology and ad-
ministration help find solutions to the mounting problems facing citizens and
governments. An example of this change is the alarming concern for the global
environment and the viability of ecological sustainability for all human beings.
Here, the concepts of the global village, global environment, and global citizen-
ship are among the emerging concerns that are pressed on all states and their
public administration practices (Brown, 1992).

Third is the change manifest in the increased military and technological ca-
pability of the dominant states, especially the United States, to globally domi-
nate the world from both the earth and space, hence a global hegemony.
Otherwise, almost all states have gained the information-age advantages to
process information on almost all functions of governance and administration,
both domestic and international, though less-developed nations will continue to
trail behind for a long time. The fourth change in the state character is the grow-
ing role of governments as partners with and promoters of the private sectors
rather than major providers of public goods and services. Under forces of glob-
alization, “the role of government is progressively shifting toward providing an
appropriate enabling environment for private [corporate] enterprise” (UNCTAD,
1996a, pp. IC1-22).
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The fifth and the most understood change is the shift of the administrative state
from a welfare state to a corporate state (Korten, 1995) or “shadow state”” (Wolch,
1990), “plutocratic state” (Parenti, 1995), “indifferent state,” and “‘contracting
state” (Rathgeb and Lipsky, 1993), or “entrepreneurial state” (Eisinger, 1988).
Corresponding changes in the nature of governance and administration have been
characterized by such terms as managerialism, political management, new pub-
lic management (Barzelay, 2001; Hood, 1991), and the “hallow-state” (Milward,
1994) or “the corporate, coercive administrative state” (Farazmand, 1997b,
1997c¢).

Similarly, public administration will continue to persist as both a self-
conscious enterprise and a professional field of practice. Research and develop-
ment in public administration may be negatively affected by globalization to
some extent, but the continuity of the field of enquiry is intact, as all states are
needed for globalizing capitalism, and all states have functions of public admin-
istration that cannot and will not be dismantled. The changing character of gov-
ernance and public administration as fields of inquiry, however, is manifest in its
recent and current debate about the role of the state and the explorations into
philosophical, institutional, organizational, and practical underpinnings in search
of an identity (Farazmand, 1997¢c; Rockman, 1997).

The orientation and role of the globalizing and globalized states have changed
as a result of globalizing corporate capitalism. Unlike the welfare administrative
state, which tended to balance corporate/market interests with social and politi-
cal interests for several decades during the Cold War era, the role of the new cor-
porate welfare administrative state features several characteristics. These
characteristics include the shrinking of the stabilizing welfare state as we know
it; the expansion of the security and military or warfare state; and the expansion
of the coercive bureaucracy—police, prisons, and court systems, and their aux-
iliary functions such as social works, psychological networks, and counseling
businesses. Thus the state and bureaucracy are actually alive and well (Korten,
1995; Lowi, 1995; Parenti, 1995). Equity and fairness are lost to corporate greed
and globalization of capital (Farazmand, 1997b, 1997c).

Other Negative Impacts of Globalization

The negative consequences of globalization include the diminished or lost sov-
ereignty of the states, constraints on democracy, loss of community, concentra-
tion of the global power structure, increased centralization of corporate and
government organizational elites, and increased dependency among less-
developed nations on globalizing powers.

Threat to State Sovereignty

The pivotal role of the state in globalizing capitalism has at the same time
threatened state identity by putting its “sovereignty at bay” (Vernon, 1971). The
states have played an indispensable enabling role in the process of globalization,
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but they have lost their former exclusive, absolute, and comprehensive rule over
their jurisdictions. Sovereign statehood depends on territoriality, fixed locations,
and supreme authority over land, space, and sea (Helleiner, 1994; Scholte, 1997).
The requirements of globalization have forced governments to facilitate the reg-
ulatory environment in which transnational corporations can operate freely and
thrive.

This environmental enabling has been possible in at least two forms: (1) re-
moval of domestic legal and economic obstacles and (2) provision of measures
enhancing the ability of globalizing corporations and their governments to thrive.
Although most poor and less-developed states have never enjoyed real sover-
eignty in the face of neo-colonialism and imperialism (Heeger, 1974; Hughes,
1993; Parenti, 1995), sovereignty has always been a cherished principle of state-
hood and national citizenship.

Challenges to sovereignty means loss of unilateral ability by nation-states to
exercise comprehensive macroeconomic policy. Many states in developing coun-
tries have surrendered—mostly by coercion—this national policy-making ability
to regional or international organizations for collaborating with globalization ef-
forts. And some governments in the industrialized world have even revised their
constitutions in the interest of regional collaboration (for example, Italy, Portu-
gal, and Spain in the European Community, and Latin American countries are
considering similar actions toward Transamerican community). Since the 1970s,
the IMF, WB, and WTO have enforced more authoritative measures on the mon-
etary and fiscal policies of less-developed member countries. The structural ad-
justment programs have forced these countries into reforms and changes that
have deepened their dependency on globalizing corporations and their dominant
governments.

By 1994 the World Bank had sought to “provide $200 billion to the Third
World in the next decade to promote the private sector” (Milman and Lundstedt,
1994, p. 1667). Such international loans carry both cross-conditions and cross-
over conditions that deepen the financial, military, political, and economic de-
pendencies on Western powers and globalizing power elites who then can easily
dictate policy choices to the poor and less-developed nations. Such money usu-
ally enriches the host country power elites at the expense of millions of people,
and evidence shows that most of the foreign aid and international loans are re-
turned to donor countries with multiple forms of benefits (Hudson, 1971). As
Korten (1995) states, the “Bank-approved consultants often rewrite a country’s
trade policy, fiscal policy, civil service requirements, labor laws, health care
arrangements, environmental regulations, energy policy, resettlement require-
ments, procurement rules, and budgetary policy” (p. 165). Hancock (1989) calls
the Bank leaders the “lords of poverty” leading global policy directions through
“organizational elites” (Farazmand, 1999) who execute the policy preferences of
the “inner circle,” global corporate elites (Korten, 1995; Useem, 1984). Sweep-
ing privatization of public administration reduces the ability of governments to
govern, contributes to globalization of capital, enhances corporate elites’ ability
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to dictate public policy, and promotes opportunities for corruption and lack of
accountability (Farazmand, 2001a, 2001b, n.d.).

Threat to Democracy and Community

The rise and expansion of globalizing capital by transworld corporations and
suprastate organizations pose a serious threat to democratic ideas around the
globe. When global organizations such as the IMF, WB, and WTO, as well as a
few transnational elites, prescribe and dictate fiscal, monetary, and other struc-
tural adjustment policies to poor and less-developed countries, democratic rights
will never have a chance to progress in those areas. People in these nations do
not and cannot exercise their human and civil rights to determine their own pol-
icy preferences; their national and human interests are sacrificed to the interests
of the dominant powers (Hancock, 1989).

Globalization has resulted in deepening poverty, social disintegration, and en-
vironmental destruction. Globalization of corporations in these nations has re-
sulted in the destruction of domestic production economies in favor of
export-oriented, cash-crop activities and global interests. People in most of these
nations have been struggling with repressive regimes and politico-administrative
elites who are supported by global corporations and the Western democracies,
including the United States (Cottam, 1979; LaFeber, 1984; Mander and Gold-
smith, 1996).

The threat to democracy has now reached domestic communities of the West-
ern democracies as well, where global corporations close factories over night and
take their business overseas, without any consultation with local communities
(Wilson, 1997). Or foreign investments in domestic enterprises are made with-
out input from local communities. Local people have lost control of what hap-
pens to their communities (Korten, 1995, p.22; Mele, 1996; Scholte, 1997).
Community displacement is a bitter pill that millions of farmers in many less-
developed nations have been tasting for several decades. Self-sufficient farmers
who contributed to their communities and national economies have been forced
out and dispossessed by globalizing agri-businesses and agro-industries, which
have had the full support of subservient governments and administrative elites.
Their migration to cities for undignified wage-earning jobs has only exacerbated
existing urban problems (see, for example, Chan, 1996; Farazmand, 1989;
LaFeber, 1984; McCoy, 1971), but such problems of displacement are justified
by such modernization theorists as Huntington (1968). The chicken has now
come home to roost in industrialized nations of Europe and North America.

Similar charges of globalization focus attention on the ‘“global pillage”
(Brecher, 1993; Mander and Goldsmith, 1996) and “modern slavery” in “sweat-
shops behind the labels” (Udesky, 1994, pp. 666—668), creating a “race to the
bottom in which wages and social conditions tend to fall to the level of the most
desperate” (Brecher, 1993, pp. 685-688). Globalizing managerial elites are mak-
ing colonizing decisions that affect governments, communities, and peoples
around the globe, and human beings are reduced to consumers of global mar-
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kets. Contrary to what some rational-choice theorists say (Buchanan and Tul-
lock, 1962; Mueller, 1989), market and democracy are not synonymous, and in
fact they are in serious conflict with each other (Lindblom, 1977; Macpherson,
1987). “Exporting democracy” has been a favorite slogan under the new world
order and globalization (Huntington, 1991), but the record shows that the great
capitalist democracies of the West, including the United States, have supported
“some of the most repressive and exploitative dictatorships” around the globe
(Kitschell, 1992), forcing millions of people in less-developed nations to stage
bloody revolutions (Farazmand, 1989; Schutz and Slater, 1990). Market favors
the wealthy, and corporate capitalism kills both competition and opportunity for
the average citizens to survive and exercise their democratic right to self-
determination, not to mention the poor, the sick, and the disabled who are help-
less and are often left out and die on this wealthy earth.

With the concentration of economic and political power in a few global cor-
porations and government elites, policy choices are “impaired” (Lindblom,
1990), and it is increasingly difficult to exercise freedom of choice and enjoy
protected individual rights under global “corporate hegemony” (Dugger, 1989).
Global corporations are extremely difficult if not impossible to hold accountable.
In fact, they are not accountable to anyone in the world. As Korten (1995) notes,
“it is impossible to have healthy, equitable, and democratic societies when po-
litical and economic power is concentrated in a few gigantic corporations”
(p. 181).

Equating democracy with market is dangerous for two reasons. First, it is ap-
plied inconsistently around the world: Friendly dictators are praised for promot-
ing globalizing corporate enterprises and are considered democratic, whereas
legitimate socialist and indigenously oriented capitalist and independent govern-
ments that are not so friendly to global corporations and their supportive glob-
alizing states are considered undemocratic (Hamilton, 1989). Second, it raises
false expectations of democratic rights among people in less-developed nations
who live under repressive regimes supported by Western democracies.

Corruption and Elite Empowerment

Globalization pushes privatization as part of the structural adjustment pro-
grams, empowers the growing subsidiary (subservient comprador bourgeoisie)
elites as agents of transworld corporations, and promotes corruption in less-
developed 