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At the end of what Hobsbawm calls the 'Short Twentieth Century’,
Europe is no longer haunted by the 'spectre of Communism': the
'spectre of globalisation' now stalks the earth in its place. From the
viewpoint of many economists, globalisation is the 'leitmotif of the
twenty-first century' as Paul Kennedy putsit, and for many sociologists
a'world society' already appears to be a statement of fact. In everyday
political debate, on the other hand, it is becoming increasingly
common to hear that ‘globalisarion’ is a mere 'fetish, a'phantom’, or
even a 'myth’, the ideological contents of which remain a well-kept
secret but essentiallyamount to an argument deployed to legitimisethe
absenceof any political input into the shaping of economic and social
processes.

Those who take this latter position claim that economic globali-
sation processes are actually nothing new, and the proof of this is
usually said to lie in quantitative data on the development of world
trade, world production, the mobility of capital and the international
migration of labour. From the evidence provided by this data, it is
readily demonstrated that the degree of world economic integration
experienced today is roughly equivalent to that seen during the period
of R Britannica before the First World War. The leve of world
economic integration at that time was, however, much lower than
today and many economies that were then excluded from world trade
and the system of international institutionsare now integrated into the
world economy. By relying on macroeconomic data based on long-
range time series, the new character of globalisation is not easly
discernible; this character is not just a result of the magnitude of
today's economic processes — as manifested in higher levels of produc-
tivity, income, capital stocks and, above all, natural resource
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consumption — compared to thosein placeat theend of the nineteenth
century. We are better equipped to explain this situation if we go
beyond references to the quantitative extent of global economic
integration and take up the qualitative developments which have
forced themselves into our consciousnessat the end of the twentieth
century. These developmentswill form the focus of the first section of
thisandysis.

l. WHAT'S NEW ABOUT GLOBALISATIONAT THE END OF
THETWENTIETH CENTURY?

The development of a world market has proved to be a long-term
process which began with the great discoveriesof the sixteenth century
and the subsequent colonisation of regions beyond Europe. However,
the specificaly capitalist dynamic of this process only came with the
industrial revolution (see, for example, Amin, 1996). In the course of
this'Great Transformation', money, along with nature and labour, was
converted into commodities and capital; this principleof '‘commodifi-
cation' was described by Karl Polanyi (1944) as 'disembedding' from
socia bonds and loca commitments. With the revolution in energy
systems in the course of the 'fossl-fud' revolution that accompanied
theindustrial revolution, the socia form of profit was released from the
narrow confines of traditional biotic sources of energy and thus aso
from the corresponding space and time regimes.

At the end of the twentieth century we are experiencing a further
stage of ‘disembedding’ (cf. Altvater/Mahnkopf, 1996, p. 109-136;
Altvater/Mahnkopf, 1997): the emergence of 'synthetic indicators' (as
furnished by the sub-balances of the balanceof payments) with which
societies are comparatively evaluated in the abstract functional space of
the globa market. Such evaluations would be harmless if they were
only about the judgements in the national economy by interested
politicians or scientists. But they define the comparative position of a
currency area within the global economy and thus the context of a
nation's currency area within global currency competition. Just as
sovereignty in nineteenth- and early twentieth-century thought
remained bound to the territoriality of states, so now it definesitsdf in
aworld of money through a currency areawhose borders are defended
at the counters of the foreign exchanges or within the global ‘swift-
network' of internationally operating banks. Once ddlivered into the
hands of market mechanisms, subordinated to global time and space
regimes and dependent upon the price of money (interest and
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exchange rates), societiesmust accommodate themselvesto the disem-
bedded economic mechanism. The world market with its time and
space regimes, with the global monetary and credit system that is
maintained through the fossil fuel sourcesand their associated material
and energy conversion systems, is the frame of reference for sociali-
sation.

This is the primary aspect of globalisation in our own time. A
second stage of 'disembedding' is now money's acquisition of a life of
itsown in relation to the red economy'; the decoupling of monetary
from red accumulation; and the crystallization of a globally operating
financia system which is subordinated to neither socia norms nor
political direction. Money isdefined in terms of credit and debt, i.e. as
money that no longer functions only asamedium of circulationwithin
the commodity cycle. It is'money as money'. This'autonomization' as
money transformsthe 'globa society' into a society of 'wedth owners
(J. M. Keynes). Disembedded powers therefore feed back onto social
relationshipsand system of political institutions as external constraints.
This findsexpression in the 'hierarchy of markets already described by
Keynes the money market steers the market in commodities with
prices, and this in turn is rdevant for demand on the labour market.
In terms of the life practices of dependent employees, disembedding
means therefore that their chances on the labour market are directed
by processes on the global market which they cannot influence at all.
For the political system this same processis responsiblefor the loss of
sovereignty in economic policy.

What has proved crucia for political action in the context of
globalised marketsis the extraordinary dynamismwhich hasdriven the
extensve world economic integration of the post-war era. Thisis due
not least to the numerous tariff negotiationswhich have taken place
within the framework of GATT and which haveled to the widespread
removal of trading obstacles. As a result of the technical and logistical
revolution’ in the communication and transport sectors and the
reduction in the red cost of fossl fuels since the ail crisisin the mid-
1970s, the geographica boundaries which had determined the
movement of money and capital, goods, servicesand (to alesser extent)
labour have been removed. Since then, transport costsare no longer an
impediment to crossing national frontiers. Territoria or ‘natural’
borders of competition between production locations become less
important. Producers in these locations are now forced to behave as
'price takers and must try to lower costs and/or meet global standards.

The tendency towards globalisation brings with it an enormous
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acceleration of al processes of monetary, read economic and socia
transformation. The 'globalisation of time' is manifested most clearly
in the financial markets, where modern communications, information
technology and complex computer programmes eliminate the time
differences between the various capital markets, allowing money and
capital to circulate practicaly in 'red time'. Globalisation along the
time-axis is aso taking shape in cross-border production networks.
Under the conditions of deregulated, liberalised markets and drasti-
cally shortened product life cycles, 'time competition' is becoming a
critical factor in global market success. Periods of production standstill
are proving to be decisive cost factors, which means that such periods
must effectively be eliminated. Compared to the financia burden of
production stoppages, labour costsincurred during the actual course of
production are less significant. The overarchingaim isthe acceleration
of capital circulation: al capita bound to materials and machinery
should be'set free for renewed deployment.

The most important characteristic of economic globalisation at the
end of this millennium is that an abstract globa 'space and time
regime’ has come to prevail over the conflicting space and time
commitments of societiesand individuals; the latter must conform to
rapidly changing standards and the quicker this conformity is
achieved, the guicker the pace of the resulting transformation
processes. Today it is credit schedules which determine the rhythm of
globa time regimes. It is no longer the harvesr cycle, as in agrarian
societies, nor the rate of circulation, as in large-scale industry, but the
maturing of debts which defines the horizon of action and the
periodization of cycles within a globaised finance capitalism. In this
way money's logic dominates a'global society'. It is not difficult to see
that the sheer speed of change is inextricably linked to certain socid
and ecologica costs; these can be seen in the rapid devaluation of
quaificationsand in the accelerated consumption of resources.

Another novelty of economic globalisation lies in the fact that the
processof marketisation haslargely penetrated al societiesworld-wide.
There are no more 'patches of white' on the map, no more significant
areas where peopl€es lives are not dependent on the market. It is above
al financial markets which have achieved a truly globsal status, and
localised human relations have become subject to their dynamic.
Global financial markets control the goads and service markets
through pricing money (interest) and currency (exchange rates) and
these, in turn, affect thelevel of demand in labour markets.'

Moreover, tendencies towards globalisarion show that after the
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collapse of the planned economies in Central and Eastern Europe,
there have been no aternatives to the path of capitalist modernisation
and national economic and societal rationalisation, nor to the
normative power of world markets and world money. After the disap-
pearance of the 'white patches on the map, the 'red patches also
suffered the same fate. Since 1989, the principle of the capitalist
market economy has been uncontested; it therefore no longer needs to
proveits superiority in the ‘competition of the systems in terms of its
sacia performance. The socidist planned state had at least one thing
in common with the Keynesian, interventionist and welfarestate in the
industrialised countries, and with the 'developmental State’ in the
Third World: following the experience of world economic collapse in
the thirties, the conclusion was drawn that socia and economic
processes could not be left to market forcesalone. Like the strategy of
'import substituting industrialisation' in the South, Socialist planning
in the East, and Keynesian interventionism in the West were attempts
to counter the practical constraints of the world market through
national control.

However, this particular strategy has become problematic under the
changed conditions outlined above. To an ever greater extent, statesare
proving too weak to impose rules which regulate the affairs of a
particular territory. Today, the rulesof the nationalisation processesare
less than ever the product of autonomous economic policy: they result
from the effects of aworld market no longer constituted by acollection
of national economies, but one which itsdlf constitutes a single 'geo-
economy'. The world market is extending its irresistible power to
control the price of money and currencieson the one hand, and on the
other hand to set technical standards and generate as well a common
production- and consumption-model characterised by efficient
technology, high levels of output in manufacturing urbanisation, and
a high degree of mobility and individualisation.

Governments throughout the world today see themselves bound to
the unavoidable logic of 'structural adjustment’: like the countries of
the former 'Second World' and the Newly Industrializing Countries
(NICs), the governments of the modern welfare states are coming
under pressureto give priority to facilitating the necessary adjustment
to the monetary standards of glolsal financial marketsand the interna-
tional competitivenessof business. The countries of the South and East
are forced by the World Bank and the IMF to implement structural
adjustment programmes on a permanent basis, while the industrialised
countries are doing this 'voluntarily’. The result is nevertheless
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identical in both cases deregulation (of labour marketsin particular),
the liberalisation of prices and exchange rates, de-nationalisation (of
public utilities), the stabilisation of national currencies, restrictive
budgetary policies and political protection for making profits on
productive investment which are above world market interest rates
(including a risk surcharge).

It isabove all monetary globalisarion, and in particular the compe-
tition of currencies, which sets the standards in those areas seen as
appropriate for intervention: wages, incidental wage costs, the
regulation of the work and employee protection. Loca reactions to
global forces must be generated localy. The pressure thus increaseson
individual states to offer 'globa players the best conditions in the
location competition'. In what Paul Krugman calls the ‘race of the
obsessed' the state is losing asignificant degree of its sovereignty, yet its
economic duties are increasing. In an areawhereit has been the tradi-
tional responsibility of government to provide for 'law and order', it
now hasto raisethe competitivenessof businessesin the global market.
In doing so, the state is changing its role: formerly a 'buffer' between
the demands of international markets and the social interests of
citizens, it is becoming an 'adapter' of theseintereststo the demands of
borderless markets (see Sakamoto, 1994).

Two final peculiarities aso characterise globalisation at the end of
the twentieth century. Inside and across the borders of national
economic areas, new (invisible) borders are being erected around
productive ‘microregions’ such as Baden-Wiirtthemberg in Germany,
Silicon Vdley in the USA, Lombardia in Northern Italy or Southern
Ontario in Canada. Networks built up between business, politicsand
academia ensure that competitiveness is achieved in the global sphere
by 'productivity and innovation pacts based on a qualified workforce,
technical efficiency, a modern infrastructure and social consensus.
Moreover, supranational (regional) economic blocks are being created
in many areas of the world; theseinclude, for example, free trade areas
such a NAFTA in Northern and Central America and the single
market in Europe. Their god is to erect new borders against the
pressuresof globalisarion in the form of custom duties, regulationsand
possibly even the introduction of acommon currency (asin the case of
the EU) — and, if possible, to set globally binding standards in the
course of 'macroregional’ innovation.

In the EU, the highly unsettling outcome of globalisation and the
associated deregulation of the market is twofold. Frst, regiona varia-
tions arise in labour costs, and hence in incomes and living standards,
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despite progress towards political unity. Second, the obverse of
monetary deregulation is protectionism in the rea economy of the
product markets, which may become a broadly supported strategy
because it seems the only way to protect workers' interests. At present
protectionism finds its way onto the international agenda only in the
context of relations between large economic blocs (the EU, the USA or
Japan) and of North-South or East-West relations. Nonetheless,
protectionist tendencies could well become rife within Europe, even at
aregional leve, acting as an emergency brake to counter the excessive
economic and social demands of the deregulated market — at least if
competitive modernisation should fater and wage flexibility fal to
lower cost.

To summarise the phenomena outlined above, the term globali-
sation can be said to refer to a megatrend which also embraces social,
cultural and, above all, ecological dimensions, aside from the
monetary, economic and technological aspects which are our primary
concern here. When wedirect our attention to these secondary factors,
we can see that the social and ecological limits of globalisation are
aready being drawn. In contrast to the rhetoric of freetrade, the thesis
will be put forward here that the 'achievements of adaptation' which
are required as the pricefor securing international competitivenessare,
in fact, overloading the social system. The continuous referenceto the
seemingly overmighty 'systemic constraints' of the market can indeed
bring people to hed and make them ready for sacrifice. Because
decisions are removed from political responsibility and submitted to
privateforces— and therefore de-paliticised — governmentsdo not even
haveto fear severelossesin legitimisation. However, it is a'squaring of
the circle’ (R. Dahrendorf) to manage competitiveness on the world
market, democratic participation on the nationa level, and (welfare
state) systemsfor social security al at once. Sinceevery cut in the socia
security net means damaging the material foundation of peoples
identity as self-confident political citizens, they can hardly be expected
to trust partiesand other institutions of civic participation to represent
their interests (cf. Mahnkopf, 1998).

In the industrialised countries, this development is best seen in the
institutions regulating the labour market — of which the following
analysisof the 'German model' should providean example. | n north-
south relations this same development finds expression in increasing
ineguality, impoverishment and 'de-civilisation'. Linked to this is a
second thesis which asserts that no 'world society' can come out of
economic globalisation — precisely because under the sign of ‘global
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hyperliberalism’ (see Albo, 1994; Panitch, 1996) a convergence of
economic-political answersto the new conditionsof globalised compe-
tition isevident in all countries, south, east and north.

Apart from the socia brakes on economic globalisation, ecologica
barriersto the realisation of globalisation must also be reckoned with.
These barriers mean that the mobility of globa finances, world trade,
information technology and foreign direct investments from industrial
and service businessescannot bring about a just global society, that the
promise of ‘prosperity for al' cannot be fulfilled. At the high levels of
natural resource consumption aready reached, many goods which
belong to the industrial model are becoming 'positional goesds’
(Hirsch, 1976), i.e. goads which cannot be used by everyone without
destroying the entire framework of consumption. The ecological limits
of globalisation must be be kept in mind when a strategy of
'progressive competitiveness' is considered by the political Left as an
dternative rather than merely a 'subsidiary element in the process of
neoliberal capitalist restructuring and globalisation' (Panitch, 1996:
p. 106). In the German globalisarion debate, such a strategy is propa-
gated under the slogan 'innovation competition' instead of 'cost-
cutting competition' — and this by a cross-party majority which
includeslarge elements of the political Left aswell as prominent repre-
sentativesof the conservative camp.

II. GERMAN PECULIARITIES: CONTESTING
GLOBALISATION WHILE DEFENDING THE 'STANDORT

Global competition makes 'Rhineland Capitalism' (Albert, 1994)
appear 'too expensive, athough it is an economic model which has
proved very successful to date. The robust 'German model' has entered
an existential criss. Many employers, politicians and associated
academicsand journalistsin the economic field have claimed that high
labour costs are responsible for the fact that some businesses have
relocated parts of their operation abroad in areas where wages and
welfare costs are considerably lower. Socia institutions which had
‘embedded’ the (West) German labour market? in a system of
protectiveand redistribution agreements are considered today to bethe
archaic remainsof conservatism and collective agreements; they appear
to impede rapid adjustment to the demands of global markets. Even
socia scientists, who until recently were convinced that the 'German
Model' would provide an answer to the social and political crisis in
exemplary fashion, now fear that Michel Albert's pessimistic predic-
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tions could be redised that the less effective Anglo-American model of
capitalism might prevail over the high-performance 'Rhineland
capitalism', simply because the former shows a closer structural
compatibility with the deregulativeforces of globalisation (seeStreeck,
1995).

Members of the Bonn coalition government, company directorsand
representatives of influential economic research institutes have been
demanding for some time that production be increased, without wage
increases, that companies be relieved from socia welfare contributions,
and that increasing wage disparitiesshould be established. In addition,
areduction in the top tax rateis demanded along with afurther shifting
of the tax burden onto labour, the 'less flexible production factor’.
According to the internally consistent logic of the neoliberal project of
'deregulation’ and 'denationalisation’, this policy is the necessary result
of the international battle of the systems for ‘taxable incomes (see
Jungnickel/Keller, 1997). This strategy is countered by the Socid
Democratic Party (SPD) and the Greens opposition, who propose two
essentially connected positions: on the one hand, they protest against
the damaging socia consequencesof cutting public spending, and on
the other they propose a milder version of the same policy.

At first sight, this appears somewhat contradictory. Closer consider-
ation of the situation, however, revedsa particular trait of the German
economic globalisation debate. Even politicians, academics and
journalistsof social-democratic Keynesian (or indeed of a Green-alter-
native) persuasion follow those in the neolibera mainstream in
conducting the globalisation debate almost exclusively in terms of the
competitiveness of 'Standort Deutschland’ (Germany as an economic
location). A cross-party consensus gives political priority to ensuring
the competitiveness of the German economy: President Herzog is in
the company of most high-ranking trade union officias, broad sections
of the Social Democrats and influential Realpolitiker from
Biindnis90/the Greensin drifting along with the political mainstream.
Debate is conducted principally about how the competitivenessof the
German industrial Standort can be best secured: either through a
reduction in costs and/or through radical product and process
innovation.

Pointing to the practical constraints of glokal competition, some on
the Right are advocating a reduction in costs at dl levels. That would
include a reduction in socia security contributions aswell asan under-
mining of collective agreements, increasing the flexibility of
employment conditions and tax cuts for property owners and indus-
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trialists. At the other end of the political spectrum, alarge number of
opposition politicians, trade unionists and academicsview the 'threat
of globalisation' as a pretext generated by politicians interested in
distracting attention from domestic difficulties. From their point of
view, the pressure currently exerted on the 'German mode' of
'‘Rhineland capitalism’ is not the result of economic globalisation but a
result of a misguided unification policy financed by credit and not
taxation, the rigid monetary policy of the Bundesbank and the
temporary overvaluation of the Deutschmark (until 1995). In order to
fend off neoliberal attacks against important industrial-social institu-
tions, the supporters of these institutions question the statistical
relevanceof the globalisation thesisfor the German economy. This is
achieved by citing macroeceonomic data on international trade,
foreign direct investment and wage costs per unit of output compared
with other countries. The point of the exercise is firstly to show the
qualities of Germany as an economic location, and secondly to refute
the thesis that national politics haslost al meaning.’

In order to exorcise the 'spectre of globalisarion’ and to retain the
fiction of the large, unchanged scope of national politics in the
economic and social-political sphere, the supporters of Standort
Deutschland never tire of emphasising Germany's strengths in interna-
tional competition. On the one hand, the export surplus achieved in
foreign trade is quored as an argument against Germany's putative
competitive weakness. More important, however, is the demonstration
that Standort Deutschland in no way suffers from overly burdensome
(West German) wage costs because these costs correspond to high
levels of praductivity: if compared internationally, real wage costs per
unit of output (in West Germany), are not overly high, nor have they
increased significantly since the 1%#8ils.* At the same time, competitive
advantagesdue to low increasesin unit labour costs were counteracted
by the effects of the Deutschmark revaluation, particularly from
1992-95. With taxes representing 23.6% and social security contribu-
tions 15.4% of GDP, Germany isactually in the last third of European
countrieswith regard to tax burden. Since 1982 the average tax burden
on businesses has falen, and in international terms, with the red tax
burden taken as a basis for comparison, it is very low (see Schafer,
1996). Even the balance of direct investments hardly proves the
weakness of the Standort. The flow of German capital out of the
country cannot be explained by the pressure of costs, but has other
causes such as market development and protection, or — in the case of
German direct investments in the USA - efforts to avoid currency
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risks. It is an undisputed fact that only a small portion of German
direct investment has flowed into countries outside Europe and East
European low-wage economies.

Within the framework of the German Standort debate, the
contention has rapidly surfaced that the increase in cross-border
economic activity is effecting a form of regionialisation, rather than a
form of globalisation; or to be more precise, a Europeanisation of
economic relations. Because Germany is a driving force and not a
passenger within the EU, it isdoubtful that the escalating competition
of economic locations for the finance and investment capital of
'sateless market forces necessarily means that national systems of
governance — by which Germany is dways meant — are becoming less
important. On the contrary, many social democratic and Green politi-
cians put their money on the 'German model' to provide a European
answer to the constraints of globalisation.” The fact that many left-
wing social scientistsare concerned almost exclusively with the strong
German economy also explains why many lend their support to the
view (expressed until recently only by neo-classica economists) that
globalisation can result in awin-win situation for dl those involved.

Not differing from those politicians and business representatives
who use globalisation as a threat to force renunciation of any further
demands, representativesof the 'head-in-the-sand' position, who wish
to take the wind out of the sails of glohalisation by calling it a
'‘phantom’ or a 'myth’, aso call for a need to adjust to the globa
pressures. The argument is the following: Germany has been
successful for some time in the rather traditional technology-intensive
fields such as car manufacturing, mechanical engineering and the
electrica (but not electronic) and chemical industries. Faced with the
advantages of the low-wage 'late-comer' economies, Germany is
losing the advantage it had as a result of its speciaisation. The
German production model relied until now on the medium-tech
sector, which still claims its share of world trade. The German
economy has nevertheless missed out on the opportunity to build a
strong position in the high-tech areas of growth in the global
economy; clear weaknesses in its technological competitiveness are
apparent in the high technology Sectors, such as information
technology and communications, the aero-space and biotechnology
industries. German research and development is thus deemed 'too
conservative'. Only in environmental technology can German firms
clam a leading position; the number of patents registered for
chemical and pharmaceutical products has even dropped (see, for
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example, Priewe, 1996; Matraves, 1996; Audretsch, 1996;
Potratz/Widmaier, 1996). According to the 'innovation gap' thesis, a
fatal error is being made in ‘remaining largely content with a good
European position and shunning global benchmarking' (Priewe,
1996: p. 88). The basic institutional conditions at the centre of the
national system of innovation, which supported the gradual moderni-
sation in the medium-tech field in the past, are today considered to be
an obstacle to the promotion of radica innovation in the high-tech
sector (see Soskice, 15HIG)."

From their diagnosis of a growth-stifling 'innovation deficit' in the
German economy, the supporters of the 'German model' conclude
that the competitiveness of Standort Deutschland should not be
protected by lowering wages and welfare payments. Instead, they
advocate a policy of innovation and productivity competition within
an exclusive circle of developed market economies. In the last section
of thisessay | will return to the question of the supposed mutual exclu-
sivity of innovation competition and cost reduction competition as
possible reactions to world market constraints. The primary question
will be whether the innovation competition propagated by a cross
party group of 'modernisers dlows for a regulation of the socia and
ecologica limits which confront the process of financia and red
economic glohalisation at the end of the twentieth century. But in
order to assess the 'path dependency’ of the proposed structural trans-
formation, | would like first of dl to recdl the characteristics and
strengths of the '‘German modd'. After this, some of its most
important structural wesknesses will be listed.

II1. THE 'GERMAN MODEL' UNDER DISCUSSION

Let us recal, first, the characteristics of 'Rhineland capitalism' and
later the 'German model', which have been admired periodically over
the last twenty years. The 'German model' was a Sociad Democrat
election dogan from the 1970s which became a synonym for the
consensual incorporation of corporatist interest groups into a process
that Fritz W. Scharpf and Volker Hauff have caled a global market-
oriented 'national economy modernisation’ strategy. Since then, the
words 'German model' have come to mean a form of 'organised
capitalism’ in which state intervention in the workings of market
forcesservesto increaseeconomic efficiency (see Wever/Allen, 1992).*
At the same time, the state has the constitutional obligation to assist
in reducing, within limits, socia inequalities, and thus creating a
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more just social order. I n other words, it is a catch-word which stands
for an economically based ‘productivity pact' of labour and capital
supported by state social policy — particularly in terms of pensions,
health and 'human relations in the workplace— and which (at least in
the beginning of the 1970s) has been accompanied by educational
reform. In post-war (West) German society, it has thus been
synonymous with the fusion of international economic competi-
tiveness, on the one hand, and a high degree of social cohesion-and
low levels of wage inequality and labour conflict, on the other. The
Social Democratic model of moderate class compromise could admit-
tedly rely on 'pre-Fordist' political structures and social institutions
which reach far back into German history.

The backbone of this model was formed without doubt by the dual
system of employer-employee relations, which instituted a very clear
legally-defined division of tasks between trade unions and the repre-
sentatives of business interests; the priority accorded to industry-wide
wage agreements between employers associations and trade unions
over the arrangements of individual companies; the comprehensive
lega regulation of company employment relations; and a complex
system of employee participation in company decision-making. In the
past, awide-ranging standardisation of the rightsof employersand the
obligations of employeeswas in the interests of both parties. For the
trade unions it was particularly important that standardised pay agree-
ments alowed the centralisation of wages policy and a resulting
evening-out of differencesbetween occupations, leves of qualification
and the regions. Those educated to different levels, those working in
differing economic sectors, those in different regions and employeesin
companies of varying sze were therefore subject to lesswage inequality
in Germany than in other industrialised countries (although it is
important to add that wageinequality between the sexeshasto thisday
barely been addressed).

The standardisation of employer-employeerelations by way of pay
agreements has been in the interests of employers because it has
reduced competition between companies in Germany, kept disagree-
ments with trade unions manageable and allowed a certain degree of
forward planning. Also considered central to the German successstory
over thelast decadesare the institutionswhich form the dual system of
specialist training, in which both the state and the economy share
responsibility for on-the-job training and vocational instruction in
schools. The high degree of centralisation and uniformity within the
employers associations and the trade unions permitted the devel-
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opment of cross-industrial institutional regulationsfor vocationa and
additional training. As a result the degree of Taylorist division of
labour could be kept to a minimum. However, it included only the
skilled male labour element in the high-productive 'efficiency wage
sector of the German economy.

In addition to this, the system of banking has encouraged a long-
term commitment to large, small and medium-sized businesses from
home-grown banks. This has created a greater degree of financial
stability for German companies than has been experienced by
businesses in other countries." Together with the active state
promotion of research and technology, which has fostered innovation
within awide spectrum of businesses, but particularly within medium-
sized businesses, these institutions have formed the long-term
foundation for an internationally competitive and crisis-resistant
variant of what Robert Boyer cals'flexible Fordism', or what Wolfgang
Streeck calls 'diversified quality production’. Predominantly male,
highly gualified employers of German nationality have manufactured
quality preducts in the medium-tech industries which have made large
profits in the export markets. Within the framework of German co-
determination and a business culture imbued with the spirit of this
framework, workers representatives have found it relatively easy to
shoulder a certain degree of responsibility for the economic efficiency
of businesses. In return for this, they have been able to exact wage
increasesin the past, and have achieved improved working conditions
and a considerable reduction in working hours.

However, this 'Fordist productivity pact', inclusive of government
and the various levels of parliament, must be seen as a coalition at the
expense of nature. Considerable growth rates in labour productivity,
and thus in prosperity, are inextricably linked with a high input of
energy (and mineral and agrarian) resources. This process of non-
renewable resource consumption appears to be productive rather than
destructive because the amount of labour required to sustain it is
actually sinking.' 'Expensive’ human labour (or the biologica energy
of the labour force) is being substituted by 'cheap’ machine labour (or
by fossl energy and, no less problematically, by atomic energy) and
thus by the massive consumption of natural resourceseffectively taken
freeof charge.”" The'fossl-fuel basisof Fordism’ (Altvater, 1992) isthe
reason why the destruction of nature — made possible by the rapid
increase in the deployment of technology — has aso brought job losses
with it. This is because productivity increases are impossible without
an increase in the consumption of energy and raw materials, and in
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times of stagnation or moderate economic growth, this entails, first
and foremost, a process of labour-saving rationalisation, i.e. the
replacement of 'expensve human labour by the increased use of
‘chegp' energy.

In the heyday of the 'German model', those who found themselves
on the fringes of the labour market or who were forced temporarily
into unemployment when the 'productivity whip' was cracked, could
at least rely on the social security net to prevent them faling into long-
term unemployment or socid marginalisation (these people were
mostly women, the low skilled and foreign workers). The corporative
consensuswhich aimed to secure the international competitiveness of
German businesses thus had a functional equivalent: welfarestate insti-
tutions which were tied to gainful employment. This relationship
between the production of quality goods by qualified and skilled male
labour, the perception of joint interests and the corporatist welfare
state is what Hans-Olaf Henkel, the President of the Federal
Association of German Industry (BDI), has in mind today when he
categoricaly demands the end of 'this consensus nonsense. He is
certainly not the only one to question the relationship between the
increase in productivity and economic prosperity, social welfare and
democratic order which wasat the heart of the'German model'. Voices
from economic and academic circles are calling ever more openly for
the state to become an entrepreneurial actor. Instead of demanding
solidarity with the Standort from businesses, the 'national competition
state' (Cerney, 1990) should create the conditions for a structural
transformation in line with the global market. This means accepting
the reduction of the macroeconomic room for manoeuvre and the loss
of the capacity to protect uncompetitive production factors. Germany,
according to the view of most economists, politiciansand journalists,
must be freed from the burden of a costly consensus culture.
'‘Consensus tends to etch in stone what already existsand failsto create
new challenges for itself' (President of the Deutsche Bundesbank,
Hans Tietmeyer, quoted by Buhl, 1997).

In his much vaunted '‘Berlin Speech' of April 1997, the President of
the Federal Republic, Roman Herzog, made it patently obviouswhy a
socially bound capitalism is no longer a timely idea: the global
challenge requires the rapid transformation of al established struc-
tures, but in Germany, an irrational resistance to innovation and a
reform inertia are delaying the necessary changes. 'Fruitless debate
rituals should therefore be consigned to the past, fears about the
dangerous effects of growth-orientated innovation must be dispelled,
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doubts about nuclear energy, biotechnology or digitalisation must be
banished and 'excessive regulation' of the labour market in particular
must be stopped (cf. Herzog, 1997). The message is clear: social
conflicts no longer have to be dealt with or smoothed out democrati-
caly by the representatives of political or social interests — i.e. by
parties, unionsor employers associations. Thedifferent interestsof the
unemployed, welfare recipients, pensioners, employees and employers
have been designated as mere 'specid interests. In the current contro-
verses surrounding pension security and tax reforms, organised
interests are asked to subordinate their goals to a supposed ‘common
god' and a supposed ‘community’. Like many public statements made
recently by the Social Democrat Minister of Lower Saxony and
candidate for the Chancellorship, Gerhard Schroder, Roman Herzog’s
‘Berlin Speech’ also takes up elements of the authoritarian state
tradition (‘Obrigkeitsstaar’): under the pressure of globalisation, an
appeal is being made to an anti-party and anti-association sentiment
which has hindered the progress of democracy more than once in
German history.

The anti-democratic temptation is given clearest expression today,
however, by representativesof the neo-liberal camp, and in unusually
provocative terms. In the 'competition of the nations to attract
investors, even the constitution of the Federal Republic has recently
come under fire. In the opinion of Riidiger Pohl (President of the
Institute for Economic Research in Halle), the globalisation of the
economic sphere presents us with an urgent need to revise the German
constitution, which alows an excessive fragmentation of gevernmental
power among the Republic, the Lander and established interest groups
(including the trade unions). The Honorary President of the FDP,
Otto Graf Lambsdorf, is aso urging reform to alter the division of
power between the Republic and the Lander. His motives correspond
to those of the head of the BDI, Hans-Olaf Henkel, who is calling for
‘political reengineering’: by 'correcting' the federal structure so that it
would comprise fewer Lander, and by cutting the veto power of the
Bundesrar (the upper chamber of the German parliament), the
government would be able to put its policies through more quickly
because there would be no constitutional constraint to contend with.
Even an electoral arrangement based on Britain's first-past-the-past
system is being suggested becauseit creates unambiguous majoritiesin
parliament. The German constitution instituted a three-tier system of
checks: associations, political opposition groups and the Linder can act
as blocks against the political decisionsof the government within the
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system. Within the framework of the neo-libera projects, it makes
sense to rationalise the constitution too: if the speed of adaptation to
new globalised conditions is a determining factor in assessng the
viability of the Standort, a constitution which dows everything down
can no longer be alowed.

Democratic participation, negotiating processes and checks on
decisionsare considered to be extra baggage in the quest to modernise
along global lines. They are time-consuming - i.e. because they are a
way of resisting capital dumping socia costson labour. Yet, democracy
can only develop at a minimum level of prosperity; below thislevd, the
chances of authoritarian patterns of direct repression increase and/or
societies may degenerate into agpathy. In this political moment of
'weariness, fundamentalists gain influence. Many people afraid of
socia declassification find simplistic solutions such as nationalist or
regional separatism, closing,markets against ‘cheap imports or closing
borders against ‘foreigners an attractive alternative to unlimited
globalisation. Attempting to establish new boundaries against 'others
holdsfor many the promise of restoring asecurity that has been under-
mined by the process of permanent innovation*. This dimension of
economic globalisation has remained virtually untouched by the
German Standort debate. Nevertheless, the German consensus model,
and particularly the system of industrial relations, is thought to be
responsiblefor hindering the programme of 'structural adaptation' to
the demands of the global market.

IV. THE 'GERMAN MODEL' UNDER PRESSURE

But quite apart from these debates, the 'German model' isin any case
not going to function in the future as it has in the past. This expresses
itself, initidly, in a growing injustice in the distribution of wealth, in
the erosion of theindustria relationssystem, and aso in aclear change
in the 'politics in production’ (Burawoy, 1979). Let us take each of
thesein turn.

| . Increasingdzferencesin wealth distribution

Theincrease in mass unemployment, the dismantling of socia services
and increasing wage differentials since unification have led to a clear
increase in the number of people classfied as poor, in both the Lander
of the former East Germany, and those of the old Federal Republic. In
1995 almost 12% of th= population earned less than half the average
net income of aWest German; according to EU standards these people
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qualify as poor. Regiond disparities have also clearly increased since
unification. When compared with other countries within the EU,
Germany is the country with the largest regional disparities in
economic wealth: whilethe region of Hamburg hasa GNP per person
that is 196% of the EU average, the region of Thuringia reaches only
38% (see EUROSTAT quoted by Kritke, 1997).

For the past decade and a half, wage rates have been sinking virtually
continuoudly: in 1997 gross wages as a proportion of gross national
income are expected to be only 67.7% (BMAS, 1996: Tab. 9.7), i.e.
the level of the immediate post war period. The improvementsin the
conditions of distribution that employees were able to achieve after
1970 werelost in the 1980s and 1990s; in fact, the situation worsened,
and they sank below the leve of the 1970s. When inflation is taken
into account, between 1980 and 1995 the average income of
employees increased by just 3.1%; this means an increase of a mere
0.2% per year. Since 1992, increases in red wages have remained
continuously below increasesin worker productivity and it is through
this, above al, that employers have been able to increase profits so
considerably; between 1980 and 1993, company profits rose by 185%
gross, and by 251% net. Asaresult of changesin taxation laws during
this period, the tax burden on incomes from capital and entrepre-
neurial activities has dropped from 19.9% of gross income to 9.7%,
while the burden of income tax and socid welfarecontributions on the
income of employees (in the old Federd Republic) rose to 36.6%
(Schafer, 1996). In spite of the considerable reduction in costs,
however, the new jobs predicted by supply side theory have not been
created. Quite the opposite in fact: since 1992, the rate of
unemployment has accelerated considerably. No question: the
'‘German model' has not been dragged into crisis by virtue of the
alleged technological deficiencies in German (export) industry, but
rather because of the extent of Germany's mass unemployment. By
mid-1997, 12% of all people with German citizenship were
unemployed; in the eastern German Lander, the percentage of
unemployed was almost 20%, whilst in 1998 the DIW (Deutsches
Institut fur  Wirschafiforschung) is expecting the aumber of the
officidly registered jobless to bresk the five million barrier (DIW-
Wochenbericht 27/28, 1997).

Actorsin the territorial 'work society' (Arbeitsgesellschaf?)," particu-
larly the trade unions, severely weakened by sustained mass
unemployment, are becoming ever less successful in ensuring the
participation of those holding financial assetsin financing the institu-
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tions of the 'work society’ (see Altvater/Mahnkopf, 1996: chapter
16). In Germany too the interests of those belonging to a global
'society of wealth owners' (Gesellschaft der Geldvermigensbesitzer), and
the interests of the local society whose members are limited in their
mobility and are more than ever dependent on the redistribution
benefits of the (now, as ever) nationally-based welfare state, are
diverging. This dependency increases the more employment growth
and (according to dl predictions only moderate, medium term)
economic growth diverge. In contrast, the holders of financial assets
as members of a global 'club-society' have an effective 'exit’ option:
they vote with their money by ‘fleeing’ from one currency and
investing in another 'safer' one. They exercise their rights with the
dollar or German mark accounts they own. They do not need the
votes of the voters. They only use the mechanism of democracy to
fend off the demands of the 'work society'. For the ownersof financia
assets, interested mainly in a stable currency and high interest rates,
the nation is primarily a currency space. Anything not associated with
serving short-term monetary and currency stability (such as socia
benefits) is not in their interest. They can do without contributing to
the common welfare state, since their safety, property, education,
health and mobility can aso be bought privately. It is not surprising,
therefore, that the wealthy leave the community of tax-payers and
refuse to pay their share to maintain the public welfare and support
those who are often regarded as 'superfluous members of the terri-
torial 'work society'.

The owners of wealth are the ones drawing currencies into global
competition. In this currency competition, central banksareforced to
attempt to maintain the value of their respective national currencies
to prevent the flight of capital. They do this by enforcing a restrictive
monetary policy supported by restrictivefiscd policies(i.e., reduction
in socia expenditures). If the welfarestate is under sege due to struc-
tural mass unemployment, both in terms of raising revenues and
meeting expenditures, the state is forced to respond with deficit
financing. Such a strategy benefits the owners of wealth, since the
interest paid on the debt accrues as private income to the private
lenders. At the same time, the owners of wealth fear that stability is
jeopardized if taxes are raised or expenditures increased to finance the
social security net. Inflation could not only diminish the external
value of their money but aso lead to exchange losses, if the central
bank reacts by increasing base rates. To attract international mobile
capital into a country, it is necessary, according to the market funda-
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mentalist recommendation of mainstream economics, to ensure that
the internationally less mobile factors, especialy labour, bear the cost.
A decreasing proportion of the adult population which is gainfully
employed, and the businesses that employ them, have to support an
increasing section of the population that has no direct acces to
market-income. In Germany this is termed 'socidism in one class
(Scharpf, 1987 following Panitch, 1976).

2. Theerosion of the industrial relations sysem

The crisis of the ‘German model' is, at its core, a crisis of the estab-
lished system of industrial relations. In the past this system was under-
stood as a promoter of growth and democracy, making the specific
asymmetrical power relations between capital and labour inherent in
the capitalist order acceptable to wage earners. Today, the representa-
tives of employers associations are shifting the once highly regarded
'socid partnership' of autonomous collective bargaining nearer to pre-
modern traditions. Free collective bargaining and flat rates of pay are
regarded as relics of the corporate state, or merely as an instrument by
means of which trade unions retain power; they are considered to be
the equivalent of talks between particularly insidiouscartels.

The once robust German system of industrial relations is seen as
‘fossilised, inflexible and not open to innovations. Still able to rely on
alarge number of legal regulations, trade unions with wide experience
of negotiation and employee representativesat firm level areableto put
a spanner in the works of companies under pressure to reach quick
decisions. Participation in company decision-making costs time; it
does not sguare with the increasing dynamism of economic globali-
sation. Even if the discussions today between labour and capital in
Germany still reach joint solutions — and thisdistinguishesrelationsin
Germany from those in France, for example — negotiationsstill require
far too much time. In Germany, as in other countries, employee rights,
once regulated by law or by pay agreements, are now being brought
into question. It is hardly surprising that the Anglo-American model is
being pursued by many German employers: it is founded on the
principle of worker insecurity and therefore reassures employerswho
fear an (‘'excessve) desirefor security amongst their employees, adesire
which can easily put the brakeson rapid change.

This conflict, which is not merely about material factors, but dso
involves political sensibilities, could prove to be a symbolic turning
point in industrial relations. In September 1996 a magjority in the
Bundestag agreed — alongside other measures — to a reduction in the
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continued payment of sickness benefits from 100% to 80% of pay.
Workers had achieved the 100% level as result of prolonged strike
action in the Schleswig Holstein metal industry in the 1950s, and it
remained a very important issue for the unions. In most economic
sectors there were regulations governing the payment of sickness
benefits, and therefore it was equivalent to a 'declaration of war' on
both workers and their unions when the employers association
Gesamtmerall and a number of well-known large companiesdemanded
that the new ruling be adopted promptly; they imagined themselves
strong enough to be able to push through their interests even if they
were in breach of the lav. However, when Daimler Benz chairman
Jirgen Schrempp took the initiative in attempts to breach the tariff
agreement in early October 1996 by announcing that sickness benefit
levels would be reduced to 20%, 20,000 workers in the factory at
Untertiirkheim failed to turn up for their additional weekend shifts.
This action cost the company 200DM million worth of production
and as a result of the conflict /G Metall took in almost 30,000 new
members.

The managing director of Daimler-Benz, supported by other
employers, had contravened established rights and long-held norms of
equality with little reflection, and shown the sacrosanct principleof a
'socid partnership' in Germany to be a lie. In the end, employers
traded sickness payments against concessionson wages. Meanwhile it
began to dawn upon German workersand their trade unionsthat their
opponents were no longer the German companies of the 'recon-
struction generation’, but a new generation of managers schooled in
American universities under the dominance of an all-pervasive
economic liberalism.

It should not be forgotten that German unification has acted as a
catayst for labour market developments which were already much
more advanced in other European countries (cf. Mahnkopf, 1992 and
1994). These developments include more flexibility within the pay
agreement system and a decentralisation of the wage and working
hours policiesat company leve, i.e. areas which in Germany had been
highly regulated hitherto.” According to official statistics, roughly
90% of West German employees still-benefit from pay agreements.
However, industry-wide collective agreements have aready lost much
of their binding power in the redity of busness practice. Many
collective bargaining agreements are circumvented by concession
bargaining at plant level. Innumerable company-level agreements on
cost-lowering and productivity increases authorised by works councils
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in eastern and western Germany in the last few years effectively
contravene the law: reductions in wages and salaries of up to 30%,
unpaid overtime and days off, the extension of regular working hours
without salary and the abandonment of previoudy agreed reductions
in working time. More than this, many employers today openly
demand the reintroduction of the 40 hour week without any increase
in wages. This process can be seen as a socialy backward step through
the mechanism of collective agreements, as a specificaly German
variant of 'concesson bargaining'. Instead of social improvements,
future concessions to employerswill be negotiated. This will be done
through centralised industry-wide collective agreements and not
through plant-level agreementsor individual contracts, as has been the
case for some time in other European countries (for example Great
Britain and France)."” With the onset of the practical decentralisation
of interest representation, the DGB trade union confederation has
adopted a new (highly controversia) political programme, which
actually approvesthe ‘adaptation of collectiveagreementsto plant-level
conditions. This programme indicates that the 'modern' forces within
the trade union movement have cometo the fore, forcesthat for along
time have demanded 'the red erosion of flat pay ratesasastarting point
from which to conduct their own policies, instead of demanding the
retention of the collective bargaining arrangements previoudy held up
asamodel (Schréder/Ruppert, 1996: p. 615).

The employers desire to change the rules of the game extends far
beyond this, however. At least this is the case for those elementsin the
employers associations which have been particularly vocd in the last
three years. They will not be satisfied with a mere regulated flexibili-
sation Of the genera collective bargaining agreements. These groups
strive for a general reform of the shorter working hours agreement
formulated in the 1980s, and demand a lega/ right to undermine
standards, or, better still, a genera decentralisation of collective
bargaining policies. As the works constitution law effectively rulesthis
out, employers are seeking some sort of change to this law."
Lawmakers and economists concur that competition in the markets
should be promoted; legaly required levels of redundancy paymentsor
the right of employees to participate in company decisions are detri-
mental to this. One particular speaker for an employers group, backed
by the findings of conservative labour law experts, argues for further
changes in the law governing strikes, or to be more precise; for the
replacement of strikeswith a peaceful arbitration procedurewhich sees
strikes as 'damaging' to both companies and jobs. Socia welfare
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benefitsin al forms and legd measures protecting workers are viewed
as obvious competitive disadvantages.

Ideological arguments over labour laws, for example, which have
substantial and far-reaching implications for ‘civil liberties in T.H.
Marshdl's senseof theterm, cast light on the regulatory ability of those
intermediate organisations previously concerned to maintain the socid
cohesion of the 'German modd'. Trade unions, employment associa-
tions, even trade and industry chambers of commerce, membership of
which was compulsory — dl these suffer as a result of having fewer
members and less discipline. The sixteen DGB trade unions have lost
amost afifth of their entire membership in the last five years through
rationalisation and the wave of redundanciesin the traditional indus-
trial sectors."” Added to this, the conjunction of persistent mass
unemployment, the increasing economic dominance of tertiary
sectors, the decentralisation of the internal organisation of companies
(in the form of in- and out-sourcing company functions) and labour
migration throughout Europe have led to an ‘informalisation' of
certain sectors of the labour market. The increase in casua work,
subcontracting, part time work, fixed term working, the dependent
self-employed and new TV and home-working practices mean fewer
workers with worker status." The number of potential trade union
recruits has consequently fallen too.

The depletion in members and the problem of dwindling ability to
integrate can actually be highlighted even more dramatically by the
case of the employers associations than it can by that of the trade
unions.'” Many of the newly established companies that have emerged
from company splits are not prepared to enter an employers associ-
ation. Moresignificant, however, isthefact that many companies leave
associations as they are proving more and more unsuccessful in recon-
ciling economic differences of interest between suppliers and
producers, between capital- and personnel-intensive industries,
between those who are export and national market-oriented, aswell as
between profit-making and loss-makingindustries. In more than two-
thirds of the metal companies which have left employer associations
over the last few years, the workforce of the company is unionised at
an above average levd. Therefore the company management consider
themselves able to resolve matters without the assistance of an
employers association, even in those companies where unions are
strongly represented (see Schréder/Ruppert, 1996: p. 42). In this
sense, the erosion of German employer associationscan be understood
as a reflex response to the weakness of the unions.
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From this development, one can see why, in the winter of 1995, 1G
Metall faled in its attempt to induce employers and the Federa
government to enter into an 'dliance for work’: thereare no employers
associations capable of forming deals, willing to seek consensusor able
to control their membership effectively enough to sustain such a neo-
corporatist arrangement.™ Thisis not to say that the ability of unionsto
reach agreements under the pressureof such conditionsisathing of the
past. At least the unions' internal membership and organisational crises
have not yet reduced their mobilisational capabilities in increasngly
tough distributional conflicts, and they have shown their willingnessto
compromisein other (wage) conflicts. However, the ability of the trade
unions to reach binding agreements is increasingly open to question.
They no longer enjoy unquestionabl erecognition asintermediary organ-
isations compelled to take part in the regulation of work-related matters,
but rather struggleto be recogni sed as wage negotiatorsin what can more
or less be seen as a desperate war of attrition.

3 Thechangingmodel 6 politics in production’

A 'model change' is thus called for in Germany, and not just on the
leved of collective bargaining. The German system of dual occupational
training, still seen as an international model for long-term 'human
resource management', is also seriously under threat — principally from
the reduced willingness of industry and business to offer enough
apprenticeships. In Standort Deutschland the pool of skilled workersis
becoming scarce: labour market researchers and many leading figures
in the German economy agree that Germany will experience a grave
shortage of suitably qualified industrial workers by the year 2005.
However, companies are not making enough trainee vacancies
available; they train just enough people to suit their own very limited
needs. According to the findings of a business panel from the Institute
for Labour Market and Job Research (Jnstitut fiir Arbeitsmarkt und
Berufsforschung), the number of trainee positions available since
1992-93 has gone down, despite an increased number of applications;
as in previous years, the number of applicants for such positionsin
1997 has exceeded the number of positionsavailable.?' In the last few
years, it has been primarily the large businesses which have reduced
their quota of trainees positions; their restrictive personnel policies
have been most brutal in regulating the number of trainees taken on.
In the next few yearsit is beieved that afurther increasein the demand
for apprentices will simultaneously coincide with a further decreasein
the number of positions available (see Pfeiffer, 1997).
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The reaction of politiciansto thisdire situation amounts to nothing
more than helpless appealsto create more training places. In addition,
the Federd Government continues to place demands on employers
associations to reduce funding for training, and has reduced the scope
and duration of the technical collegeday and introduced shorter, two-
year apprenticeshipsleading to a lower level of qudlification than the
normal apprenticeship. To firms it appears that the once proclaimed
‘export success of the'German model' of dual trainingisnow too 'rigid'
and too complex. In redity, companies are revoking the 'socia contract'
which has governed the training of gpprentices until now. A long
German tradition is thereby brought into question which had hitherto
ensured that individual companies, characterised by a self-interest
engendered by competition, did not have sole jurisdiction over training.
Rather ajoint chamber, under the auspicesof the state, regulated which
occupations required what form of training, when this should take
place, what level of remuneration was required, and what should be
included in the curriculum of state-organised technical schools.

A fundamental shift in values has also occurred with reference to
forms of technology and labour within German companies. Certain
industrial sociologists have recently observed an 'Americanisation of
thought' which could bring down 'the labour policy pillar which has
supported the German production model’, if carried to its logica
conclusion (Kern/Schumann, 1996: p. 720). In the technical field, it is
expected that a certain degree of automation will be abandoned and
with it, the ergonomic benefits gained in the 1980s. The idea is no
longer dismissed that the German car industry, at least, could see a
renaissance of classic production-line work and the employment of an
only averagely qualified workforce. If the ‘path-specific' industriali-
sation policies promoting the cultivation and remuneration of 'human
resources are changed in favour of short-term planning strategies
restricted to easily operationalised dimensions, many well-known
industrial sociologists fear that 'consensus rationalisation' in German
industry could suffer. As a result, an appeal is being made to the
enlightened self-interest of companiesnot to jeopardise the innovation
consensus vital for future increases in productivity by favouring a
short-term cost-cutting programme. The wesk point in the German
production model — the innovation deficit in the high-tech industries
- should, these voicesargue, be overcome by administering a targeted,
but indeed substantial dose of 'insecurity’ to some workers and their
representatives (see Kern, 1995). Accordingly, an obsession with the
‘professiona nature of work', bolstered by the German system of
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vocationa training, would be abandoned, along with the traditional
idea of companiesas a place of worker participation and as the central
organisational focus of the trade unions.

The recommendation to the trade unions is that they conclude an
‘innovation pact’ with reform-friendly managementsin order to boost
productivity. The 'German model' would thereby make a decisive
move towards an agreement that would maintain the financing of
productivity increaseswhere possible. Thisisthe answer formulated by
theleft in responseto the demands of glohalisarion. However, it is not
ameasured responseto the foreseeablesocial and economic parameters
of globalisation: this problem is the subject of the last section of this

essy.

V. ISINNOVATION REALLY THE BETTERANSWER TO
GLOBALISATION?

Processesof innovation are, firgly, processes of what Schumpeter called
‘cregtive destruction'. They dispose of the'old' and replaceit with the
'new' — by abstracting from their contents. However, from the point of
view of the individual satisfaction of needs and social development,
technological advances have frequently proven to be counter-
productive. The 'new' is not necessarily better than the old. This is
especidly clear when 'competitive innovation' is considered in thelight
of its effects on ecology and employment.

In Germany, however, an almost unconditional 'productivity and
innovation policy' stretchesacrossall political parties. This is a highly
risky strategy even with regard to job creation policy. The hopeful
message is that innovation increases productivity and competitiveness.
By means of increasing output the effects of rationalisation might be
overcompensated, i.e. a net increase in jobs might occur. This said, no
one hasyet been ableto show how an accelerated restructuring process
could succeed in creating more jobs. Badcdly, the idea is to achieve
higher growth rates through innovation at the expense of labour
intensive low-tech sectors and in favour of product groups which are
research- and development-intensive. Following this path, Germany
would continue its export drive and thus export unemployment to
other countries. The innovation debate (inherently critical of the
government's policies) calls for the increased spending on education as
a necessary condition to ensure the leading position of the German
economy in the next century. With advances in the tertiary sector and
the globalisation of economic ectivity, however, the benefits of
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alocating public resources to research, science and education do not
automatically flow into the national economy. Today one must not be
concerned solely with using nationally generated knowledge, but
rather with the coming together over national borders of different
forms of knowledge and information. The absorption of knowledge
generated worldwideis just as important as the national promotion of
knowledge (see Gerybadzeet d., 1997).

However, it is not just currently in Germany, but aso in other indus-
tridlised countries and the emerging markets of the so-cdled ‘first
generation’, that efforts are being made to improve the 'systematic
competitiveness' of (micro) regional economies through 'upgrading'
strategies. Alongside the promotion of regional networks, within
which the flow of knowledge is organised efficiently and regional
spillover effects can take place, more investmentsin research and devd-
opment, in education, training and further education, in software, in
the improvement of management, information and organisation also
contribute to this upgrading process. By virtue of the implementation
of information and communication technologies, it is easier to codify
at least parts of the technical knowledge now available and to work
with it outside nationa boundaries. Forces of innovation and
gualification-oriented competition would therefore only produce
success if product and process innovations are accompanied by a
lowering of costs. There is no aternative which offers either
competition-based innovation or a lowering of costs. The one makes
no sense at al without the other. Those who enter into globa compe-
tition haveto accept the rules of competition: only globa comparisons
can establish the acceptable returns on capital from (innovative)
productive investments or how low wages (for highly qudified
workers) must be. Productivity alone does not influence decisionson
the location of production sites (near to their markets and to research
and development sites). In this respect, it is just wishful thinking to
assume that innovationsat German locations will permit much higher
wages and socid standards than in firms operating under Anglo-
American or Asian conditions.

Added to this is another problem: as a rule, those who advocate
‘radical innovation' do not demand innovations that are more labour-
and less capital-intensive. On the contrary, if whole regions, industries
and certain types of workersin the world economy — aboveal women,
foreign workersand less well gualified workers — end up aslosersin the
process of 'structural adjustment’, this is understood as a price which
has to be paid. It is clear that non neo-corporatist industrial and struc-
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tural policies will succeed in creating optimal conditions for all
potential investors in industry and the service sector. Research and
capital-intensiveindustries demand incentivestructures, resources, and
non-material infrastructures which are different from those needed by
industries and companies at home in certain advanced, but not high-
tech, segmentsof the economy (cf. M. Kratke, 1997). Thus the pleafor
innovation rather than cost-cutting competition means that labour-
intensive production and the production of services which demand
middle or lower level qualifications(and thisis more frequently the case
than ever before) will be transferred abroad. Domestically this will
sharpen socid divisionsand marginalisationin the labour market.

The current debate over ‘ways towards greater employment' thus
does not centre on the catch-up development of the Swedish model,
which involves an expansion of the public service sector. Rather it
focuseson asocialy bearable but 'Americanised' labour market policy.
Because, according to Fritz Scharpf (1997), political opposition to the
raising of taxes in Germany has 'dready become too strong', the
American way of expanding employment in the areaof private services
will proceed, as will the adoption of a low wage employment market
for simple activitiesthat requirelower ratesof productivity. For reasons
of constitutional law, and for those of political acceptance, no onein
Germany is fully prepared to advance the position that workerscould
be employed - as in the USA - in low-paid jobs where their net
earnings keep them below accepted poverty levels. From this stem the
calls to combine low-level incomes with an additional welfare income
(or a negative income tax).

There already exists a ‘grand coalition’ in Germany supporting a
growth-oriented path of innovation, approved even by sections of the
Green Party, and a similar cross-party consensus is evident on the
'socia question’. Bascdly, the idea is that if the aim of building an
internationally competitive German economy is not realistic without
causing a split between itsformal and informal sectors, then ways and
means have to be found to stem the rise of expectations of disadvan-
taged groups that has continued to take placeover the last half century.
In the opinion of the 'Future Commission' (1997), the reasons that
point towards the causes of Germany's high unemployment are: the
rapidly increasing tendency for women to work and the (high) expec-
tations of German employees, including aspirations to individual
development and self-fulfilment as well as material security. Therefore,
wage reductions are a prerequisite for the creation of new 'dliances for
work' in Germany.
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Yd it isaboveadl in the economic sphere, and not just the social one,
that the sustainability of this path of development is questsonable.
What people systematically ignore is that global competition within
the field of innovation leads to an acceleration in technical
advancement and, correspondingly,to more rapid use of resourcesand
of energy. An 'innovation pact' intensifies the accderation of socio-
economic change, whereas, from both a socia and ecological
viewpoint, it is necessary to dow down the speed of productivity
increases, to diminish rates of development and to lessen the scaleand
scope of spatial mobility.

It is not just in companies, but rather in society asawhole, that an
acceleration of change intensifies synchronisation problems. On the
one hand, ever larger quantities of knowledgeand information must be
processed in a given period, while on the other hand a growth in
knowledge will lead to older forms of knowledge and information
becoming obsolete more quickly. The growing intensity of worldwide
competition increasesthe pressureon al existing social and economic
structures, and consequently the pressure on social and economic
actors to respond to this rapid change. In turn, this response gives the
acceleration of change renewed impetus, so that unions must rapidly
adapt, thus reducing the time available to develop aternative policies
and hence reducing the range of available options. The rapid
innovation of technical advancements has many additional negative
side effects, not least the defensivereactions in the labour market that
are provoked in responseto the repeated necessity to adapt to changing
conditions. Examples include reactions against the 'unreasonablée
demand for 'life long learning' because life long learning also meansa
certain inability to plan ones life, or to be sure of one's job; because a
new mobilisation of al personnel resources is dways demanded;
because everything — the ability to communicate, social graces,
personal attributes or moral standards — are made into 'market factors
which have to be flexible enough to be compatible with the changing
market environment.

In the German debate, the option of developing new spheres of
growth through radica grass roots innovations is aways tied up with
the predominant objectives of ensuring international competitiveness
for businesses and of maintaining the production base at home. As a
rule there is no classification that could make new products and
technologies'viable in the future. In the last andysisit is the market,
with its 'ingenious ability for invention', that fosters innovation. Of
course the plea for the creation of an 'innovation regime' in Germany,
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with modern products and technologies, comes with the rhetorical
proviso that only what is 'ecologicaly sound' should be promoted:
namely products that use fewer resources and produce fewer damaging
chemicals. However, in view of the urgent need to reduce consumption
of aimost al resources by up to 90% (in highly industrialised, rich
countries like Germany, according to the calculations by the
Wuppertal Institute, 1996), the concept of achieving 'sustainable
groweh’ can itself no longer be sustained. What is necessary for the
economy is a strategy of directed growth, selection and contraction.
'Sustai nable devefopment' will not be achieved merely by the adoption
of ecologically high-tech industries: it demands a different economy,
different laws and different consumer behaviour.*

In principlewe do not have to worry about the development of new
products for new markets, but rather about new techniques— including
risky ones like biological and genetic technology — that will transfer
even more resources into even more activities, functions, services and
products and use technical advancement as an additive. Even if theaim
of a competition in innovation ensures that products, goeds and
services can be produced with fewer and fewer resources and energy,
causing less harm to the environment (and this is highly questionable],
the so-caled 'rebound effect' will have to be reckoned with at least in
the future, so that dl previous increases in efficiency and the savings
made per unit of performance do not lead to complacency. Savingsthat
may perhaps result from technical advances will aimost certainly be
transferred immediately into increased human activity; this leads to
more consumption, more mobility, progressiveurbanisation, to individ-
ualisation and above al to the efficient deployment of new
technologies, leading to yet further increasesin worker productivity. It
follows, moveover that under ceteris paribus conditions, the effects on
employment will be negligible, even in a process of comprehensive
economic modernisation towards ecological goals.™

So long as innovation is understood to be mainly technical, so long
as progressisseen asan increasein productivity per person and so long
as the safeguarding of socia welfare and democratic relationships is
only conceivable in the context of industrial growth, the ‘innovation
battle' is redly only acaseof replacingoneevil with another, or a choice
between the devil and the deep blue sea. Through enforced moderni-
sation of production methods and processes, globalisation is supposed
to haveits threatening element removed. If this path is taken, however,
a just economic order will not emerge, nor will an answer to the
ecologicd crisis be found.



THE SOCIALIST REGISTER 1999
NOTES

Becauseglobalisationcan nolonger be carried out in theform of spatial-territorial
expansion, today's economic and financial dynamic is directed ever increasingly
inwards — at people's 'lifeworld (Lebenswelt) (cf. Habermas, 1987: p. 332ff.
especidly) which isimportant for individual and socia identity, and at the nanos-
tructures of life (gene science and biotechonolgy). It can aso be directed
outwards, into space or down to the ocean bed, i.e. those areas yet to be opened
up by the market.
| am unable here to enter into detailed discussion of the specific characteristics of
the East German economy and its labour market.
See Simons/Westermann 1997, Kiichle 1996, Kritke 1997, Dolata 1996 and
Zinn 1997, who, amongst many others, put forward a similar argument. A
disconcerting peculiarity of the German globalisation debate is that its partici-
pants constantly ‘discover' the same (long-range) sets of figuresand pass them off
asoriginal discoverieswhich are then usad to 'enlighten’ the lay person ignorant
of economics about the 'myth of globalisation'. Somewhat irritating for the lay
person is not just the litanical argumentation which has convinced neither the
'globa players nor those who are effected negatively by their decisions
(employees, for example), but aso the questionableacademic manners evident in
the unwillingness of many authors to quote others who have pursued a similar
line of thought. Behind the reluctance to take globalising tendenciesserioudly it
is not hard to see that an attempt to salvagea theoretical paradigm is being made:
i.e. agpecificaly national perspectiveon economic processes, which is at the heart
of the disciplinewhich in Germany isdtill caled ‘Volks wirtschaftslehre’, generally
translated as 'national economy’, but aso carries the sense in German of the
'people's economy'. For further discussion of the adequacy of this perspective,
which takes the globa economy to be the mere aggregation of domestic
economiesand cannot conceiveof a new glehal quality, see Altvater 1997a.
Between 1973 and 1994, wage costs per unit output in Germany (calculated in
nationa currency) rose by 94%, whilst its most important national competitors
saw an average rise of 270%. Within the last four years, wage costs per unit
output in West Germany fell by 1%, whilst in the European Union as a whole
they rose by 4.5% between 1994 and 1997 and by 10% in the USA (DIW, 1997:
. 473).
gee Junne 1996, Boyer/Drache 1996 and Streeck 1996, who al express
scepticism, athough from differing perspectives, about thisvision of the preser-
vation and further development of 'Rhineland capitalism’ throughout the
European macroregion.
Admittedly, the 'innovation gap' in the German national economy discovered by
critical socid scientists, politicians and trade unionists is not an origina idea.
Since the beginning of the nineties, representatives of the politica dass have
conjured up a '"Japanese-American Challénge’ (Seitz, 1992) to Europe and
maintain that the necessary structural reorientation towards key technologies is
being hindered by institutional rigiditiesin Germany.
The most important indicator of technologica competitivenessis the leve of
industrial expenditure on research and development. In state-of-the-art
technologies, the ratio of expenditureon research and development to turnover is
estimated at 8.5%, bur only 3.5-4% in the higher revenuetechnologies. Sincethe
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end of the 1980s, the entire ressarch and development expenditure in Germany
- asin the USA sincethe mid '80s — hasin fact been in decline; however, in terms
of per capitainvestment in research and development, Germany isstill in second
place behind the USA and followed by Japan (DIW - Wochenbericht 22/1997).
For this reason, the German Institute for Economic Policy (DIW — Deutsches
Institut fiir Wirtschaftspolitik) cannot identify any innovation deficit, in contrast
to announcements from the Federal Research Ministry and circles of left-wing
socid scientists.
It is not possibleto discusshere whether ‘the German model', with its corporatist
and concerted 'socid market economy', would ever havearisen or had a chance of
survival without the continual reminder and challenge of state socidism (a
reminder then exploited under the conditions of the cold war) and the ‘compe-
tition between the sysems (Offe, 1996: p. 195).
On theother hand, 'newcomers who basetheir existenceas independent business
people primarily on the resource of 'knowledge' find it reatively difficult in
Germany to gain accessto capital (see Vitols, 1995).
In the case of the Federal Republicof Germany, it can be shown that the national
product is devalued by more than half as a result of the damage done to nature,
health and future prospects, and that net prosperity is actually no longer
increasing (see Scherhorn, 1996).
Butterweck (1995) maintains that the economic advantage of higher productivity
is achieved on the basis of a 'subsidy’ of the economic rationalisation process
provided by the coming generations. These future generationswill not be able to
rey on 'stocks of non-renewable resources. We are leaving them not only a
poisoned environment and a planet with a reduced capacity to absorb radiation
of heat, but aso depleted and hardly accessible mineral depositswhich can only
be reached by resorting to a higher consumption of energy and other resources
which are themselves becoming ever more'ecologically dear'.
A backwards devel opment of modern mass democraciesto authoritarian patterns
becomes more probable as environmental destruction incressesand the linkage of
mass democraciesto the pramusd "prosperity for al' proves to be chimerical for
ecological reasons. A new authoritarianism would probably not opposefree trade
or the tendencies of globalisatson, individualisation and denationalisation, but
complement and complete these following the motto: politics and society haveto
submit to global economy. However, this means that the participativecitizen of
civil society has lessand lessto say in face of market forces.
In German parlancethe term 'Arbeitsgesel|schaft'is constructed in relation to the
Fordist 'standard model' of work and employment. Although this model of
employment has changed, work and employment remain the most important
determinants of 'life-chances for the magjority of the population.
Certainly the hopeless situation of many eastern German firms and the
catastrophicsituation evident in the eastern German labour market have come just
at the right moment to soften the 'institutional rigidities in western Germany.
An example of this concerns |G Chemie, an industrial trade union which repre-
sentsworkersfrom the chemical, paper, ceramic, cod mining, energy and leather
industries. A short time ago, |G Chemie agreed to an 'opening clause’ in a
collective bargaining agreement allowing individual companies to cut wages in
the name of improving their own competitive standing.

This concerns §77, abstract 3, of the works constitution law which forbids



174 THE SOCIALIST REGISTER 1999

17

18

19

20

21

22

23

companies to set their own levels of working hours and wages and protects the
priority of standard setting by general collective bargaining agreements.
Thelossesweremost dramatic in eastern Germany; of the 9 million workerswho
were organised in the FDGB in 1989, only 2.4 million are now members of a
(DGB) union.

Accordingto astudy by the Future Commission of the Freistaaten of Bavariaand
Saxony' (Kommission fiir Zukwnfinfragen der Freistaaten Bayern und Sachsen)
(1997), the proportion in western Germany of those employed in 'standard
employment' who are thus liable to pay welfare contributions has declined from
84% in 1970 to 68%. Therefore, by the beginning of next decadeit is possible
that every second employeein western Germany (as is aready the casein eastern
Germany) may havea job in an areaof precarious employment.

In the 20 years from 1964 to 1984, the degree of organisation across employers
associations in the metal and electrical industries dropped, on average, by 11%;
while over the last few years this downward trend further accelerated. 43% of
metal working companies in western Germany today are still members of an
employers association; in the eastern German metal and eectrical industries, this
number has not yet reached 30%. Even in Baden Wiirttemberg, where these
industries have traditionally been widely dispersed, only 36% of companies
organise themselvesin an employers association (see Schréder/Ruppert, 1996).
Debatesconducted among political scientists, on the other hand, refer to the deep
historical roots of (German) corporatism and its resistanceto short-term changes
in the economic and pufitical environment.

Even in the federa states where spectacularly corporatist 'Biindnisse fur
Aushildung' have been agreed upon, the number of apprenticeshipsavailablehas
not stabilised, and in the eastern German states the market for apprenticesis an
unmitigated disaster.

Of course this is not the opinion of federal 'modernisers across the political
spectrum. Wolfgang Clement, Socid Democratic economics minister in the
highly populated state of Nordrhein Westphalia, argues, for example, against an
‘ecologisation of lifestyles. Like his colleague in the SPD, Gerhard Schroder,
Prime Minister of Lower Saxony, or Federd President Roman Herzog, he is
against this'horribly pessimistic picture of the world' and the 'technophobia that
has manifested itsalf in the German environmental movement, and advocates
instead aform of technocratic nature management (see Handelsblart, 27/28.6.97).
At best sections of the car manufacturing industry, which is no longer cost-
effective in Germany, could be replaced by the export of more environmentally
friendly carsand products of other less resource-intensivetechnologies. Even this
modest prospect of creating a few hundred thousand jobs in Germany is inextri-
cably linked with the assumption that the growth of new markets is more
important than the desired increasein productivity. Otherwise the loss of old jobs
would not be counterbalanced by the creation of new ones.
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