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Study of SOCIETIES

Aglobal world society has existed since at least the 
end of the 15th century. At that time, the two

branches of the human race that had spread across the
globe from their origin in Africa met again in today’s
Caribbean region. The conquest of the later Mexico City
by Spanish troops in 1521 marked the beginning of
globe-spanning world politics – sparking multifaceted
economic and cultural interactions between peoples and
continents. The gold of the Aztecs accelerated the tran-
sition to a money-based economy in Europe, and thus
to capitalism. The superior agriculture of Native Ameri-
cans changed eating habits and shaped national gastro-
nomic cultures throughout Europe (German food would
be unthinkable without potatoes, as would Italian cui-
sine without tomatoes or corn).

By the time the British Empire had superseded the
Spanish Empire, in 1848 Karl Marx already spoke of a
“world market” in the Communist Manifesto, a market
that had “shaped and determined the production and
consumption of all countries in a cosmopolitan man-
ner.” And further: “The traditional national industries
have been destroyed and are being destroyed daily. They
are being displaced by new industries (...), which no

longer operate with domestic raw materials but process
materials from the most remote regions and whose
products are no longer consumed in the countries them-
selves but in all parts of the world at the same time (...)
The previous local and national self-sufficiency and
seclusion (...) have been replaced by mutual interdepen-
dency among all nations.”

In reality, globalization commenced before the forma-
tion of nation-states. In Europe, it paralleled another
process in world history that sociological theory refers
to as modernization: the differentiation of social struc-
tures into functionally specialized and thus mutually
dependent subsystems of society. The classic authors
were aware of the fact that functional differentiation –
that which Adam Smith, Karl Marx and Emile Durkheim
referred to as the division of labor – is closely associat-
ed with the territorial reach of societal relationships. As
Adam Smith outlined in The Wealth of Nations, the ex-
tent of the division of labor is determined by the size of
the market. The emergence of nation-states was itself
initially understood and welcomed by classic authors as
a process of unification, centralization and expansion of
societal contexts.

According to our current political mythology, globalization commenced in the 

1980s and is currently in the process of making the nation-state obsolete as a 

political form of organization. In reality, globalization is not new, and nation-

states are not obsolete. WOLFGANG STREECK outlines how the system of 

nation-states has merely changed in the course of addressing and coping with 

complex coordination problems within globally differentiated social structures.
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century. As the two major wars of the
20th century have shown, this was not

sufficient to hold in check the unavoid-
able rivalry – due to their structural sim-

ilarity – of national sub-societies. In addi-
tion, the system of nations in the interwar years

was not able to ensure crisis-free interaction between
the national segments of a global economy that was al-
ready extensively integrated. Within the medium of the
domestic and foreign policies of a multitude of sover-
eign and competing territorial nations, global economic
policies could be pursued only at the cost of national
political and worldwide economic instability.

The repeated catastrophic failure of the national or-
ganization of globalization neither discredited the idea
of the nation-state as such, nor was it capable of decel-
erating the globalization process. Quite the opposite,
both World Wars had the effect of further advancing
globalization. And contrary to widespread expectations
in 1918 and again in 1945, the wars resulted in a con-
siderable increase in the number of nation-states and,
after 1945, in their comprehensive global institutional-
ization as the internationally obligatory political orga-
nization form of modern societies. At the time of its in-
ception, the United Nations had a mere 51 members. By
1960, their number had risen to 82, primarily as a re-
sult of decolonization. By 1973, the figure stood at 135,
and rose to 159 by 1988. Following the dissolution of
the Soviet Union and the demise of Yugoslavia, the
UNO now consists of 191 member states that, with few
exceptions, have divided up the entire territory of the
earth among them.

Given the many and varied separatist movements in
all corners of the globe, it can be expected that the num-
ber of nation-states will continue to grow in the years to
come. There does not appear to be a minimum size for
the creation of new or the survival of old nation-states:
after 1989, Estonia, Latvia and Lithuania, which together
count fewer inhabitants than the German federal state of
Lower Saxony, never considered organizing themselves
any other way than as nation-states, and as such, just
like Malta, Cyprus and other small countries, they suc-
ceeded in joining the European Union.

Understanding the formation of the global system of
sovereign nation-states as part of a process of simulta-
neous modernization and globalization of the social or-
der that actually precedes the nation-state, it will not be
possible simply to conclude that the continuation of this
process will spell the imminent end of the institution of
the nation-state. In retrospect, it is apparent that the sys-
tem of nation-states has always been an organizational
form of global society: an institutional architecture for

Where politically organized territorial communities
succeed, as compensation for their loss of control over
their borders, in establishing their comparative advan-
tage by securing a niche in an increasingly open and
systemically integrated global economy, it is not con-
vergence that is the predominant tendency in globaliza-
tion, but convergence in interaction with divergence. It
is interesting to note that, as nation-states cease to
strive for functional completeness, their comparability
decreases (Arndt Sorge): the aim is no longer to be iden-
tical with others, but instead to be different. Comple-
mentarity within the context of the worldwide division
of labor takes the place of the homogeneity of potential-
ly self-sufficient segments. The former segmentary inte-
gration of functional differentiation within the nation-
state is being replaced by a new type of functional dif-
ferentiation: politically organized territorial communi-
ties specialize in selected subsystems of an increasingly
functionally integrated world economy that is less and
less segmented by countries.
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However, they did not perceive this
process as anything more than a brief
intermediate stage in the transition to a
global economic society in which the au-
thors of the Communist Manifesto, as well
as, ultimately, Adam Smith did not regard par-
ticularistic state power as having any place. Therefore,
the ascendance of the modern nation-state as the pre-
dominant form of social order since the middle of the
19th century must have appeared to liberals and social-
ists alike as an amazing relapse compared with the long
since attained level of global societal integration driven
by the progress of industrialization. Today we think that
the emergence of nation-states must be understood as
an initial answer to the coordination and integration
problems resulting from the process of functional differ-
entiation. In order to ensure the smooth interaction of
the mutually dependent, specialized subsystems of mod-
ern society, the 19th century converted the feudal state,
rationalized by bureaucracy, into an instrument of par-
tial, or to be more precise, of segmentary re-integration.

addressing complex coordination problems of a social
structure that had long since differentiated itself on a
worldwide scale. Therefore, what we are experiencing as
globalization today is not a transition from national so-
cieties to a global society, but a reorganization of the lat-
ter, albeit an extensive one. Changes in the role and
functioning of the nation-state must thus be understood
in the context of the changing relationship between in-
ternal coordination within political units and external
coordination between them; the driving forces here are
the progression of the worldwide division of labor on the
one hand, and the inherent logic of the evolution of po-
litical order systems and institutions on the other.

It has often been noted that internationalization is ca-
pable of leveling out national differences. The reduction
of trade barriers in the widest sense, which is necessary
for the opening of national economies, can also have
this effect. At the same time, it is noticeable that con-
vergence is frequently associated with divergence: Chi-
nese restaurants are ubiquitous, but Chinese food tastes
different from country to country. German potatoes do
not bear much similarity to their counterparts from Pe-
ru, and the French hold a different view of European in-
tegration than do the Irish or Hungarians. Above all,
however, convergence in one area can trigger efforts to
create divergence in other areas – in order to defend
identity and independence, but also to avert the all too
fierce competition among equals in favor of exchange
between actors with different resources and comple-
mentary interests. 

It is precisely this mechanism, whose fundamental
significance for the structure of social order was first
described by Emile Durkheim, that would appear to be
at work in the current phase of globalization. The na-
tion-states that are written in the mythology of global-
ization are playing a key role in it. Open, internationally
interacting national societies use their respective poli-
tical capacities in order to identify and advance their
particular strengths under the pressure of increasing in-
ternational competition. In this way, globalization is 
becoming a politically driven process of the sectoral
specialization of territorial economic societies. Their
more precise composition follows economic and geo-
graphic principles of agglomeration, about which our
current knowledge is still deficient. These principles
would appear to be more similar to those of regional
economies than of traditional national economies. In
any case, the economic division of labor breaks away
from its integration into parallel nation-state coordina-
tion regimes, and tends to progress toward a worldwide
division of labor of which the functional sub-units con-
centrate in territories organized by nation-states.

The apparatus of the budding nation-state enabled the
coordination of the highly differentiated subsystems of
a society that was already tending toward a global soci-
ety, by subdividing it into local segments. In principle,
each individual segment contained all the functional
subsystems of modernity as national subsystems, with
nations organizing themselves as functionally complete
microcosms of the modern economic society – each
with its own industry, own power, railroad and tele-
phone networks, own scientific system, own civil reli-
gion, and own armed forces with all three branches of
service. At the same time, each segment was small
enough to be able to be held together and governed by
the hierarchical means of bureaucratic control, achiev-
ing the continuous authoritative coordination of its sub-
systems supported by the nationalist-particularist iden-
tification of citizens with their respective “imagined
community.”

In other words: the nation-state solved the problem of
the functional coordination of the subsystems of the de-
veloping modern world society by modularizing it, so to
speak, and transforming it into internal coordination
problems of a multitude of territorial units operating
parallel to each other. Nation-state borders served as
“interrupters of interdependence” in this process (Franz
Xaver Kaufmann). For the external coordination of the
national segments, however, there was nothing better
available than the “equilibrium policies” of the 19th

The specialization of politically organized territorial
communities in specific sectors follows the economies
of scale of expanding global markets up to the point at
which the core sectors of a country and its infrastruc-
ture tend to employ the entire national production ca-
pacity. Sectors with no comparative advantages disap-
pear, and their products are imported instead. In restruc-
turing toward international market niches that, ideally,
only they are capable of serving, national economies
seek to avoid tough price competition in favor of substi-
tution competition in which innovative capabilities are
the main criteria! This entails consistently adjusting the
quality of products to the requirements of customers.

Contrary to what the myth of globalization implies,
public policies lose no significance at all. Quite the 
opposite, specializing in specific sectors calls for an 
integrated national economic, structural, social and ed-
ucation policy geared to strengthening existing compar-
ative advantages. 

It further demands a customized institutional and reg-
ulatory framework – for the labor market, for example –
that enables the optimal utilization of national re-
sources to benefit the core sectors. The structural
change that, over the last two decades, established the
Netherlands as the logistics center of the European con-
tinent was based on the expansion of the Amsterdam
airport and the port of Rotterdam, the political promo-
tion of a high-performance freight-forwarding industry,
service-friendly wage and tax policies, and last but not

A complete microcosm of the modern age
Successful adjustment
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least, high educational expenditures geared to main-
taining and advancing the rich language skills of the
population. In a similar manner, the rapid transforma-
tion of the Irish economy to one of the key production
centers of the American microelectronics industry was
also politically intended and advanced; the recent ban
on smoking in Irish pubs may well have been intro-
duced to make the country even more attractive for that
industry’s managers and scientists. In these and other
instances, the instruments of the nation-state were used
to identify domestic sectors with comparative advan-
tages, and defend their competitive position by using
political measures that are often quite far-reaching.

In the literature, numerous attempts are made to con-
ceptualize the current changes in the functioning of the
nation-state. The increase in cross-border social rela-
tionships that evade regulation by the nation-state has
prompted some observers to speak of a general erosion
of state sovereignty and government control. This
would appear to be only partially justified, however. In
those instances in which national societies respond to
the loss of control over their borders with sectoral spe-
cialization, they base their activities on a state that con-
tinues to be very active.

partially reverse the results of competition become a
factor for the production location: they no longer cor-
rect markets, but serve to accommodate them – working
less toward establishing “equity and justice” and more
toward activating and qualifying flexibly deployed hu-
man capital. Social and economic policies thus become
increasingly difficult to distinguish. Their joint aim is to
improve the international marketability of the members
of society and of the society as a whole.

Among the surprising consequences of the new re-
quirements for the domestic structures and foreign poli-
cies of nation-states is the fact that the traditional ad-
vantages of larger countries over smaller ones would
appear to be reversed. The exception is, of course, the
United States. In addition to its sectoral monopoly on
the use of military force, this country has the most com-
plete national economy of all and is therefore less de-
pendent on its individual trade partners than they are
on the United States. Medium-sized countries, however,
appear to have a problem. In the nineties, the decade of
reforms, the smaller European countries were for the
most part considerably more successful in adjusting to
the new global conditions than larger nations, especial-
ly Germany, France and Italy. This could be due to the
fact that smaller countries are not only the first to de-
pend on a strategy of sectoral specialization, but they
are also better able to realize such strategies than coun-
tries whose population is too large to be absorbed by a
small number of core sectors.

The international system of the past rewarded the size
of a country. Those nations that were not large enough,
that were not “power states” as defined by Max Weber,
feared being dominated by their larger competitors. To-
day, however, size and heterogeneity of a country
means primarily that institutions and policies become
necessary that must equally accommodate many special
sectoral conditions, and therefore cannot exactly fit any
single condition – purely because they can be brought
about only by compromises between conflicting inter-
ests. The internal redistribution needed for this, howev-
er, incurs costs, and the inadequacy of general rules and
regulations with respect to special conditions and com-
petitive requirements leaves resources untapped. Today,
size and internal diversity, once the guarantees of exter-
nal sovereignty, have the effect of preventing govern-
ments from tailoring national systems of regulation and
political interventions to the special needs of core sec-
tors that must hold their ground in worldwide innova-
tion and substitution competition.

Such considerations shed an interesting light on Ger-
many. The development of the German economy since
German unification could serve as proof of the fact 

that – under today’s international
competitive conditions – uniform sets
of regulations for heterogeneous eco-
nomic structures may have disastrous 
effects. The transfer in 1990 of the entire
system of West German institutions to the GDR
relieved the latter of the necessity, and indeed the 
opportunity, of developing its own set of regulations
tailored to its specific economic conditions – as was
practiced in Hungary, Poland and the Czech Republic.
The fact that the gross domestic product of what, after
nearly 15 years, are still regarded as the “new” federal
states, lies below the GDP of Portugal may be attribut-
able in part to the institutions imported from the West
preventing progress in sectoral specialization.

At the same time, the financial transfers required to
maintain equal living conditions are no longer avail-
able for securing the sectoral competitive strength in
the western regions of the country. Redistribution based
on solidarity to level out citizens’ standards of living
within a large and heterogeneous nation-state is not a
problem as long as national economies are indeed
largely national economies, and potential production
factors are forced to remain within the country. Both
conditions, however, can no longer be taken for grant-
ed today.

The fact that it has become a disadvantage to be larg-
er than Holland but smaller than the United States ex-
plains the increasing demands for decentralization of
the German federal system. An analysis presented to
the Federalism Commission of the Federal Parliament
(Bundestag) and the Federal Council (Bundesrat) con-
cludes that greater autonomy for the federal states
“could (...) enable the adaptation of legislative regula-
tions to the location situation and the economic condi-
tions of the individual federal state (Land) and thus fa-
vor enhanced utilization of economic specialization ad-
vantages.” The necessary optimization today of the
“general legal conditions of business activities” could,
“in view of the heterogeneous German economic struc-
ture (and the consequently diverging interests in the
Federal Council (Bundesrat)), hardly be achieved by
general changes in federal legislation.” Therefore, “ex-
tending the scope for action of state legislators (...) is a
key condition for achieving greater economic innova-
tion and competitive strength.”

Taking this line of thought a few steps further, it may
also be applied to the external representation of region-
al interests. The German federal states lack more than
just the possibility of adjusting their regulations – in-
cluding the design of social policies and laws regulating
collective bargaining – to the needs and development

opportunities of their respective
economies. Compared with the simi-

larly large economic areas of the
Netherlands, Denmark and Sweden, they

also lack the instruments sovereign nation-
states rely on to optimize their position on in-

ternational markets. The European Union’s policies on
chemicals would probably look a good deal different if
not only the Prime Minister of Sweden held a seat on
the European Council, but also the Minister President of
North-Rhine Westphalia.
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What is changing, however, is the quality of the state
and what characterizes its activities. In this context, ref-
erence is made to the transformation of the “Keynesian
social state” of the postwar period to a “Schumpeterian
competitive state” aimed predominantly at securing in-
ternational competitiveness. This term is frequently as-
sociated with the idea of an international race to the
bottom, which is won by the state that is best capable of
discarding its welfare state legacy. However, this is only
one possible variant of sectoral specialization. Under 
favorable conditions, its aim – the conquest of niches
within the developing system of a worldwide division of
labor – can also be achieved by other means.

But this, too, is placing the redistributing and status-
securing welfare states of continental Europe under
pressure – and decidedly in the sense of an erosion of
the state, insofar as the latter acts as an agency of the
authoritative assignment of values. Societies in the
process of sectoral specialization resemble conglomer-
ates that focus on a core business: they abandon the re-
distributing cross-subsidization of weak sectors in favor
of investing in the performance of strong sectors that
hold promise on the world market. In competition-ori-
ented states, social policies that were previously re-
moved from competitive pressures or that had served to

Competitiveness is the primary objective

Among the forces driving changes in social order are
strategies of collective action that are selected under a
high degree of uncertainty and that are often no more
than bets placed on a desired future. Whether they will
succeed and into what social structures they will ulti-
mately solidify will be known with certainty only in ret-
rospect. Social formations appear free of contradiction
and as the only viable or possible alternative only ex
post. There is hardly a present that is not experienced as
crisis, and there is hardly a solution that will not also
become a problem at some point. Sectoral specialization
seeks to secure the place of politically organized nation-
al societies within a world economy that is striving for a
new order across and beyond national borders. At the
same time, it creates new vulnerabilities – not least
since specialization is often achievable only at the price
of reduced capacity for adaptation.

Many other questions also remain open. Will the per-
formance ethics of industrial districts – as described by
Marshall at the end of the 19th century – be sufficient
to integrate modern societies and secure the legitimacy
of their political order? Can the developing regional
centers of international economic excellence really em-
ploy all the members of their respective societies, or on-
ly a part? How can those unable to cope with increased
competition find their place in a performance-oriented
society without a redistributing welfare state? What
possibilities remain to counter the apparently increasing
inequality between successful and unsuccessful regions
of the world economy with investment-oriented inter-
national social policies? In the end, the answers will be
found only in actual practice. The contribution of social
science is, above all, to ask the right questions. ●
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Solutions that become problems
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