INTERNAL GLOBALIZATION OF WESTERN BALKAN

Veselin Vukotic, School of Economics, University of Montenegrcstltute for Strategic Studies and
Prognoses (ISSP) — Podgorica; Institute of Soaarges — Center for Economic Research - Belgrade

ABSTRACT

What are potential and real effects of the glokalan process on the economic connection betweestéfeBalkan
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1. Main idea of paper

What are potential and real effects of the glolaion process on the economic connection between
Western Balkan countries? What is the crucial ckangelations between Western Balkan countries
and its economies inexorably brought by global@a?i What are the elements of political economy of
Western Balkan globalization? What are reflectiohghe conflict between political and economic
areas of Western Balkan?

These are some of the issues discuses in this.paper

Conceptual framework of the discussion in the papehaped through argument that struggle to attrac
capital (investment and entrepreneurs) is the lesg lof the development. The main hypothesis can be
stated as follows: if capital flows go around owoerry or a region, that country or region is det

to lag behind in today’s era of globalization! Thatvhy competition among countries in attracting
foreign investments becomes the essence of glaialz Indeed, globalization means nothing but
building transparent paths for mobility of capialvs.

The meaning of this in practice is that classicataept of national states is on its way to become
history! Is Western Balkan, inseparable from itdtuwre, tradition, history and current political
situation, ready to modify the concept of natiostate and everything that goes along with it? Cphce
of internal globalization of Western Balkan is cdetply coordinated with the idea of globalization
and integration of this territory in EU. The idefimternal globalization of West Balkan, i.e. regad
integration before accession to EU is supportedway practical reasons: 1) The time we need to
become members of EU is not going to be short, wadshould use that time efficiently, 2) It is
essential preparation of the region to globalize: iategrate with EU.



2. Current level of internal globalization

There are no any clear and obvious indicators @nlélvel of integration between West Balkan
economies (when | say West/ern Balkan | refer #® ¢buntries of foreign Socialistic Federative
Republic of Yugoslavia (SFRY) — Slovenia + Albani@puntries on this territory are less integrated
today then ever during the history. The integratimiween Western Balkan countries was much
stronger in the time of Ottoman Empire; especiadlyhe time of ex-Socialistic Federative Republic o

Yugoslavia then today.

Some analysis could lead us to the conclusiongbahomies of these countries are so “parallel’t tha
if their economic structure remained the same, mootensive mutual trade wouldn’t be possible.
That's why much more effort should be made in otdemtegrate these countries into EU, then to
establish regional trade agreements. But, inteimtaeration and activities aimed to create regional
market of Western Balkan would accelerate econateieelopment of all countries on this territory.
Internal integration is especially important fogienal market of energy, services, education, sooyi
etc. Regional integration would increase mobilitytbe labor market. Similarly, market of 25 million
people would be economic base for creation of tegi concerns” (trade chains; banks; insurance
companies; universities; etc.). We shouldn’t foridpeit joining EU won’t bring us market by itselfUE
doesn’t mean that we can live the life out of cotitfpa. On the contrary, competition on EU market i
very strong! That's why higher level of integration Western Balkan is strong incentive for
development and competitiveness’ increase of alhtrees on this territory.

3. Cultural and historical circumstances important for internal globalization of
Western Balkan

When we say Balkan, the word usually reminds udi¥esions and disintegration; it is synonym for
provincial spirit. Balkan has always been war fialtl teemed with conflicts! Some facts presented in
excellent study of Belgrade’s philosopher Dragarkitevic “Archipelago Balkan” can influence
(un)reality of main idea behind this paper.

The largest part of Western Balkans was part abr®din Empire for more then 5 centuries. Analysis of
political institutions of Ottoman Empire indicatem disaggregated political structure. It was an
autarchy system where each element of politicalcire depended on the sultan himself; the same
principle was valid for lower authority levels. Rement lack of legal regulations, arbitrary chagact
of authorities and the discretionary power to tedhsubordinated in hierarchical structure acaogdio
personal attitudes and believes — were main feanfréfe on this territory (D. Lakicevic, pp. 37).

While Hellenic right built in social structures &/estern countries provided relative stability of
position for aristocracy, in the time of its exp@msOttoman Empire was characterized by permanent
competition for benefits and property brought bgipon in authority. State was understood as sourc
of personal wealth, and this relation becomes peemiafeature of authorities and governing structure
on Balkans. The way people understand authority gensequence of the way people understand the
role of state. Authority is something immoral; aarity is the force and the power! Authorities doawh
they want and it wouldn’t be desirable and appadprito critically examine their activities. While
whole Western political tradition was largely des@tto examination whether the authorities has



legitimacy to rule, Eastern world (oriental desptattes, as well as orthodox medieval states) censid
authority untouchable.

,untouchable authority of oriental monarch stremgibdd under influence of people who surrounded
monarch: third-rate, inferior persons, people wdklpersonal attitude; without dignity and easpé¢o
manipulated. It is the way to conduct any state gtal the psychology of power which hasn’t change
up to today “(D. Lakicevic, pp. 38).

According to Cvijic, this type of governance deympecial psycho-philosophical features of people
who live in this area. He outlines primarily chasaistic of slave psychology and moral mimicries.
.Character of these people shows submissivenes®laadience, sense to search for things, realistic
understanding of life, and hidden animosity towawasters.”

When we speak about mass psychology, not too masltianged except for disappearance of foreign
domination. As Lakicevic emphasizes, the relatiatharity-subordinated can be described today as
same as before. Long isolation of village populatistereotype ways of life, closed society, and
protection from outside influences caused almobbiin resistance of people toward any kind of
change. As a consequence, so called passive fedigin has developed in society in form of
shrewdness, cunning, distrust in authority, ancdbpéobia toward foreigners.

Behavior is based on patriarchal principles. Regdis of patriarchate are recognized in close histo
Authoritativeness of attitudes in ex-SFRY was oghhievel and ranged from 40% of population in
west part of state, to 80% of population in easterd southern parts of the country. That's why the
story on universal moral disperses as soap bubbkpority of leader play dominantly protective role
for population, similar to the role of family’s het@n household. “These are certainly bad assumgtion
if we want to establish modern state guided by ers&ly accepted, abstract moral principles.”
(Lakicevic, pp. 50)

Discussion about the essence of globalizationué@mite of globalization on the way of thinking,
economic policies, and the role of state in conteragy world, which are presented in this paper,
might give us the answer to a question whethertthdition is convenient for internal globalizatioh
Balkans or not.

4. Globalization and changing the source of power

The key cause of globalization is the necessityrEe movement of capital in global dimensions!

The key consequence of globalization is the transftion of classical national state toward its
complete abolishment.

What does each of these things mean in contexdgidmal, Balkans integration?

Globalization is the synonym of the world marketl aglobal, world economy! But, it is much more
important if we realize that globalization bringsaages in power structure on global and national
stage! Globalization replaces old game of powereamlutionary establishes the rules of new game of
power.



Capital i.e. investment and multi-national comparhave the key position in the new game of power!
Where is the source of such mega-power of capiktathe very beginning of transition process a title
showed up in East European newspapers: We arevifoggihe Crusaders; we are expecting investors!
Stated differently this means: let's forget enmégd do business! This attitude gave birth to & oo
new, different power - power of capital. Capital@w has replaced military power, political power,
imperialistic and colonial power, all of which foeah bases of pre-globalization era.

Prevailing thought in the past was how to avoidramde of foreigners and foreign companies in
domestic economy in order to prevent and keep maltistate and national market. Today, fear that
foreign investors might not come in the economyvails. In old game of power economy was under
force of threatening entrance of foreigners; toidl@/ under force of threatening absence of invessto
their threatening departure from the country. We Br situation when there is only one thing
considered to be worse then entrance of multinatioompanies into national market: it's nothing but
the possibility multinational companies will go arml the country and won't enter national market.

New power is not based on force; it's not dependerthe ultimatum to impose your will to the others
That's why new power structure is more dynamic, &sb static. New global power structure is
featured with higher level of mobility; it doesmepend on place and time, but is “globally effitien
This leads us to the conclusion that main sourcposier in global economy and global market is
possibility not to do anything, i.e. not to invastcertain countries, without need to justify thmain-
investing publicly.

Essential element of the process which crystatliobal economic power today (global market) is not
imperialism (conquering), but non-imperialism (naomquering). There is no globalization element,
which is controlled by democratic institutions, Iganents, governments... We don’t need military
mobilization any more. Foundations of global ecoimomower are completely different from the
sources of power of national state: democratictieles, public legitimacy and monopoly over means
of force. The formula of power of transnational mamy lies in purposed, aimed non-conquering. That
invisible “no”, non-forced, but omni-present “nobeksn’t bind anybody on assent. That potential “no”
is the source of mega-power today! I'll just mentiavithout detailed explanation, conflict between
non-political nature of global market and politicadture of national state, which is already visible

At the end, as Albert Hirschman points out, megasgaoof global economy over national state is based
on so called exit option that capital (investoryédan digital, not territorial space. This is hapjsg
every day, and is a threat that national statedcbealexcluded from global market. Every countrihie
world, including those on the Balkans, must reatizat they could experience investors exercising
their exit option, i.e. capital and investmentsagound them.

Exit option develops competition between countifesttracting global investors and capital flows.

Consequently, classical national states, which griignhad been military competitors (army kept the

borders on both sides of border lines), are transfd: now the competition takes place in area of
economy and market. The key of power is not militharce, but a position country has in global

market. This means that the power of state, wijane to internal and external political positionysh

be seen from global market point of view.

»It seems that big analogy exists between militaxgics of state power and economic logics of state
power. The strength of guns and rockets correspuade the scope and efficiency of investment!
Economic logic is different because the treat gfmat won't shot increases your power in contrast to
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military approach; the development of new produagtd services is equal to the development of new
types of arms. Braches of many big companies incthmtries all around the world replace military
bases and diplomatic networks.” (U. Beck).

It is obvious that instead of cold war or ideologgr, now we can speak about one global discourse
(prism, optics).

As a consequence content of power of nationalsteds changed. It means that the way we understand
national state must change. Max Weber said thaepoWstate lies on: a) force, b) military powedan
interventions, ¢) democratic consensus, d) instrigef national state law.

All these “important determinants” of state poweg Bounded on territorial principle, meaning thit a
these processes are happening on the territoratidnal state! Out of national territory this power
doesn’t exist any more. When we speak about atigeterritory we refer to its political space!this
analysis we start with assumption that power always necessary lies on the right to use the force!
Trocky said: ,Each state is founded on its rightige the force!”. Max Weber confirms it It is rbal
the truth” (according to U. Beck). Using force atedritorial principle are indeed limiting power of
state because using force has one major weakiegsxibility!

In contrast to national-state approach, global eoonis founded on non-territorial principle. Insdea

of power on limited territory now we speak abowg flower of non-limited territory. This power is not
based on the right to use force, as in case obmaltistate. The power is based on the amount of
investment, i.e. on the wealth of economic agantfabal economy. Opposite to the right to usedprc
which can be exercised only in negative contexpuagshment, wealth can be used, both, as an award
or as a punishment; it has positive and negativeedsion. Besides, increase in wealth caused by
efficiency and knowledge will enhance flexibilitf @conomic power. New knowledge influence
development of new needs, create new markets, @gvelew technologies; new knowledge can make
friends from your enemies. “The knowledge is theved” (F. Becom) This mean that new element is
added to wealth; a new element which increasegatsal mega-economic power!

However, completely different approach in explagipower is developed in sociology (Richard
Swedberg). Power is the way of thinking itself. RoWes in paradigm people use in their thinkind an
working! According to this approach power can netdescribed as asset | own, but it is present in
social interactions and social activities. Powdnissible understanding of world built into intégrof
each human individual. That's why the power of #te@aing non-investing is omni-present today. And,
as Beck points out, globalization is not an optiGidbalization is nobody’s power! Nobody has stérte
globalization as an individual, nobody can stopintividually; no person is responsible for
globalization. The word globalization can be tratesdl as organized irresponsibility according tolBec

If we try to find someone to complain about globafion, if we want to sue someone, there is no
address in the world. There is no institution, home number, and no e-mail address! As if everybod
feels like a victim of globalization and not aniaetactor in globalization processes! Is there awlyb
who thinks that masters of modern concerns cancsbg? They are powerful — but not calm! They
all know that there is a large space on the topt-nbt large enough to sit down! They are dynarhical
active in order to satisfy owners and stakeholdbrg, consumers before all! More globalization
discourse penetrate all flows of social life, mpmeverful are the main actors and strategies ofajlob
economy, as well as individuals actively involvadmplementing these strategies.



According to all previously said national stateds<slassical shape of power and gets a new one! |
would like to emphasize importance of rising traarspcy of national borders! National border must
not be barrier to capital flows! It must providesdr flows and mobility of people and production
factors. Globalization accelerates the lifel Eviemyy is becoming faster due to the modern
technologies! As Gidens write in today’s world “spas abolished by time” thanks to new media and
means of communication! What is the role of bordeen? Is the border (understood in classical point
of view) only a sign of divisions? Globalizationeks us to live on the borders and not within the
borders, doesn't it? The borders should be as goaod full of holes as Swiss cheese! Why national
state should lose its ,protectionism reflex*?

To conclude, in this part of the paper | emphasizeimportant features of contemporary time: a) the
power of globalization is invisible and is not basm any kind of force but on complete freedom of
choice: every state can choose whether it will opszif to capital flows or not, b) free capitabis
and power of capital exceeds power of state basedratorial principle and wall-borders!

5. Is internal globalization of Balkan possible?

| believe majority would understand previous pdrthe paper as very simple and well-known reading.
Most readers agree with ideas and principles ex@thabove. But, the most striking fact is that many
readers might ask where | see the problem. Itgosfirms that many people and many economists
among them don’t understand that globalizationds an process that brings benefits to every single
person in the world and necessarily make all irtligls better off. Finally, globalization raises one

important question; the question of new distributad power, new redistribution of power in and out

of national states!

Globalization opens the door to a new game of ppwhkereas old games become unreal, even if they
are still being played! In any case, old game ofigois not possible by itself (this game has many
names, for example national state, “national ingkissociety”, “national capitalism” or “national
social state”). Game of power within national statel between national borders is relatively simiple.
is similar to navigation of ship in the lake! Btite game of global power is like navigating shighae
ocean! In global game of power new, previously wvkn, players can occur at any point of time, as
well as new investments, new rules, new resourgas, innovation, new conflicts and contradictions.
We don’t know much! Many things are unknown! Heiserg's indeterminate principle becomes very
important. Nothing can be described as well-knowe; can not speak about certainty any more.
Nothing is certain! “National (social) states” aitht® provide security and certainty for all people.
Political goal of so called ,socialization of despiment” was to achieve the highest possible letel o
social _equality in nationally homogenous state. However, culturaesity and social inequality
survived and remained one of the most importartufea of each society in global world. At the same
time, authorities in national states were allowedid anything they've wanted to citizens! Ethnical
cleansing is one of the most important problemhéworld today and is often source of internationa
isolation.

The discussion given above has a goal to call readétention to the need to make first step in
globalization of Balkan. At the beginning we shotitg to change our way of thinking; we should
strive to change the way we understand nations# stad national borders and shape them to the rules
of global game of power. In other words, key issaiged here is whether leading political actors and
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elites (people who have power today) will accept medistribution of power, which will no longer be
subject of their discretionary influence; complgtepposite, existing elites are exposed to the eang
to lose or reduce the power they have. Only aftesalve this problem, we can discuss the quesfion o
techniques (for example: which free trade agreerteesign?). But, it seems that we are captured by
discussions on techniques. Even when techniquesndron reefs of power, we are still making
conclusions that the techniques must change, anhthestructure of power and system that produces
that power!

The question raised here is whether globalizatighimwBalkan is possible, despite history and cotrre
situation; despite tradition and culture; despitasy divisions, diversities, provincial spirit angy of
thinking resistant to any kind of change. The goestan be restated as: Is new distribution of powe
possible within each of Balkans’ states and amdmgnt (we should call the things by their name,
shouldn’t we?).

Maybe this is a good opportunity to recall a letteinich Benjamin Franklin (statesman and diplomat)
sent to his European friends in 1787am sending you text of proposed Constitutions States of
America. I've cooperated with conventions that enids proposal for the period of four monthstIf i
succeeds, | don't see obstacle for you in Europeash the goal of good (French) king Henry IV and
establish federal union and large republic of dllyours different states and kingdoms through simil
conventions, because in order agree on proposedsi@otion, we had to reconcile many opposed
interests” (according to U. Beck). “Brussels convention” wasated in March 2002 — 215 years after
this letter was written. Despite the differencesgjions on organization of supranational entities
remained essentially the same if't@ntury when USA was created and iff' 2@ntury when EU was
created.

Couldn’t this be an argument in favor of accelem@tprocesses of internal globalization of Western
Balkans?

Can we apply same principles and criteria for titernal globalization of Balkans?

Is it possible to built American dream in the ihdions of West Balkan? American dream can be
stated as:You can become somebody else! You are not detetioygour origin, class, race, religion
or sex! “

Why don’t we, people on Balkan, understand thatarebecome someone ése

What is the price we pay for our non-understandag we can be somebody édlse
Mega economic power will eventually kill us, inagy and slowly — that is the price of our non-
understanding! We’ll return to the path of regrasd poverty!

World capital will go around us; investors will agaus, as well as all technical advantages investse
are bringing with regard to the technology, scieawé research.

Is nation obstacle to develop the state on BalRdr& question is in core of globalization! This mga
that national sovereignty is not a card that withggames and in all circumstances; that card daesn’
necessarily bring development. No, national sogeitgiis not enough itself! National sovereignty is
becoming part of so called cooperative sovereignty.




National sovereignty and its protection from fore#gs, understood as one and only lever of
development, will necessarily drive away capitatl anvestment from the country, whereas limited
sovereignty or cooperative sovereignty essentially increaeeger of state. When governments sign
legal agreements, each of the governments acwuprénational space”, because all signers’ countrie
must respect and fulfill obligations from the agrnemt. That's how states start to globalize, sintitar
the multinational companies.

Is this logic of separating state from nation cotifgb@a with the way of thinking in Balkan countries?
This question is even more important in the lighfaxt that Balkan didn’t go through the period of
Reformation in 18 and 17" century! Reformation was a period during which stete had separated
from the churchlit was traumatic experience, through which treestvas separated from the church —
that keystone of collectivism for ages! Similarumaatic strength lies in today’s reformation and
process through which state is being separated fraton; because nation has been basic foundation
of collectivism in last two centuries. History hsisown that countries with highest rates of economic
growth were indeed countries, which were first épagate state from church (England, Netherlands,
Germany,...). How strong influence has that messége 8alkans today?

If we admit that we are unconditionally surrendelgdylobal economic mega-power of world market,
could we enter the space where our passion fosidivé and conflicts will weaken, along with our

permanent aspiration to close ourselves and ouwetery toward conflict? Main sources of mega
power of capital are: primarily, possibilities oew information technology and techniques; then
shortening of time horizons; and abandoning physltsiance as an obstacle to any kind of activity.
Speaking picturesquely, state has roots; invesiak® wings!That new asymmetry between well-

rooted (static) and winged (dynamic) form of povesrable peaceful conquest of world economy,
conquering new areas with no wars. Recall Emanaeit’K word: ,Trade spirit can not coexist with

war and sooner or later this spirit self-imposesuerynation!” Can Kant thesis on eternal piece in the
world be valid on Balkans as well?

Probably, many readers will say that they still 'dlaee the problem! Why can’t we, the Balkan
countries, achieve all of this in a simple way?

As we always agree on principles, let’s test tihengjth of explained ideas on one small Balkan state
Montenegro. | would try to give answer to a questhether such proposals can be really
implemented through political mechanisms.

6. Montenegro — the vision of development from anglefaglobalization

| don’t have a goal to outline “comprehensive pemgrand strategy” of development in Montenegro.
This part of the paper will primarily focus on alevelopment strategy with regard to social-economic
relations, in other words something that could lened _political economy To restate this, I'll
primarily focus on that part of new political ecomp which is caused by globalization. Besides, my
analysis contains elements of economic sociologl mychology. For a pretty long period of time |
am trying to abandon prevailing approach of ecostsnin explaining events, economic phenomena
and institutions by describing what they arély to go further in analysis, and thus expltre way on
which these phenomena and institutions have angeich circumstances brought to the appearance of
these phenomena and institutiorB@t, when speaking about institutions operatingcapitalistic
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countries today, we must not forget the fact thasé institutions are working in a mature system;
system which is already in delta of a river's mouthwve speak about situation in Balkan countnes,
must keep in mind the fact that we are indeednglldbout beginnings of these institutions; we have
just started to open the processes of creatingtimssitutions. That's why we should read the bomks
capitalism origins more then books about currergnéy in capitalism. To conclude, if we want to
become a part of global world, we must be able tonpletely accept processes such as:
internationalization, liberalization,  universalimat, deetatizeation, deterritorialization _and
desovereignalizatio(Schoelte, J.A. ,Global Civil Society”, London, 200

All of these processes lead to globalization andtnine either accepted or rejected! Similar to the
pregnancy, we can not speak about globalizatiamall and big doses: either there is globalizatin,
there is no globalization (woman is either pregnantnot: we can not speak about more and less
pregnant women).

According to this, we must unconditionally accept astart opening processes that form base of
globalization. In other words we should: (1) deyelmonsciousness on global interdependence i.e.
impossibility to stay isolated and put it in praeti (2) remove all barriers to economic flows and
maximally increase economic and political freedo(B8%;accept universal (global) standards and rules;
(4) reduce the role of state and bureaucratic syséad transform the role of state according to the
requirements of globalization; (5) abandon teridtioprinciple and accept concept of so called
transparent borders; (6) national sovereignty tsamol can not be one and only lever of development;
we should get rid of that myth! State sovereigray be divided and delegated to different intermetio
levels (“cooperative sovereignty”).

Acting in the era of globalization, we should béven by maxim:_“Think locally, act globally!"This
means that there is no such thing as universatigonlusame for all countries and all situatipits
means that we can not treat all processes meclignica. through mechanical transfer and
transplantation of somebody else’s ideas. Whenyltkmk locally, it means we should understand
culture, tradition, influence of previous socias®m, way of thinking, development of institutioass.
and thus define features of local environment. Wiherdevelop that framework of local environment,
we should look for the solutions with global chaeaistics, i.e. products or services we are making
must be attractive enough for investors and consuifnem broader market, i.e. world market.

Consequently, today’'s paradigm lies on holisticrapph i.e. approach of totality; we could name it
systematic approacheverything is connected and inter-related! Anylased solution to a problem,
solution out of systematic and comprehensive cartdax only cause new problems! This is completely
opposite to the way we often solve problems. Namesyatic, narrow-purposed and improvised
approach cause failures in solving problems; prablare not being solved even after few attempts and
that’'s why we keep on dealing with same problems.

We could also learn from Bernard Shoe’s warninggedBonable people are adapting to external world!
Unreasonable people, however, are adapting extewodld to themselves! That's why progress
depends on unreasonable people!”

We should abandon philosophy of blind obedience anbmissiveness; we should not admire
everything that is coming from abroad and adapt!tt is adapting to the world from the past! All
reasonable people similarly force people to adaphé¢ world that is dieing. Our goal is not to biyn
adapt to the circumstances, but to change thosensstances; to change the world around us; to adapt
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external world to ourselves! After tectonic andrdie changes on the Earth, who knows how many
millions of years ago, chaffinch adapted to the m@wumstances; that's why chaffinch remained
chaffinch for good. Our old-old-ancestor didn’'t faly adapt to new circumstances, but he
evolutionary changed circumstances, adapting tlelnistown needs — thus, he became human being!

In this context Montenegro should strive to adagt ¢circumstances to it; it shouldn’t uncriticallyda
blindly obey to the external circumstances. Thigidowill enable Montenegro to have something
unique; to have its own brand; something that kddpatenegro different. In contemporary global
world small countries can sell only products thi#fied from common products; something that doesn’t
belong to Mc Donaldized world.

Why do | insist on that mental, intellectual andlggophical framework? Many of you think that my
approach is too unpractical, non-profitable, dofou? Approach | am advocating doesn't activate!
People are practical, reasonable, rational humangbe— they are not interested in theory!
Unfortunately, too many people think and behave thay! Short-term interests are driving force of
those people; short-term interests are their compdyg personal opinion is that the key lies in naént
framework of a man! Metal framework determines Whiteas will be born in head of a man! Ideas are
of major importanceWhy is that so?

~,Human behavior is not governed by ideas, but bytemal and ideological interests. However, our
ideas are creating “notion of world”, which oftenlgys decisive role, similar to the railroad
switchman whose actions are determined by dynaoficgerests.” (Max Weber)

Thus, we are introducing social relations (insimtas$) into analysis (through ideas); social relagiare
being tied to interests, which are driving indivéuactions! Analysis can be systematic and
comprehensive only if it interconnects these twels level of ideas (social relations) and induadl
interests.

This mental framework gives us a big chance torbée_track of globalizatidrDynamic of interests
and power belonging to people on this track arkediht from all other tracks. The track we are goin
through determines our practical behavior. ThatBywt has more practical, then theoretical
importance.

In my opinion there are two more elements importanorder to determine strategic goals and
undertake practical activities in Montenegro:

1. Technology, i.e. technical progress is in esseffiggobalization. Modern information technology
opened processes in information economy; econonty@fviedge and creativity! Development of
information economy is a mean to achieve economitsocial goals in global economy! In other
words,_information societis natural environment of globalization! Discugsgiobalization out of
that environment would be as efficient as swimmaorg the dry land! Two consequences of
information society are important, among othersesehtwo consequences are as follows: 1)
Development of industry and industrialized socistpot the future of Montenegro; 2) Information
brings to the change of socio-economic relation @rahge power structure in a society. Producers
and consumers, guided with emotions, dreams, passiad desires, are becoming important player
in social scene instead of old and already testedaucrats and politicians. In other word, human
imagination, inspiration, enthusiasm and humandgquiest new areas and new worlds! This, so
called emotional capitabecomes important factor of development and soofcefficiency of
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“money” capitall It means that new information pdiggin of development considers that key
resources of society are people, their knowledgkeceativity, and their interest not only in pure
existence, but in their individual development aetf-accomplishment.

In order to understand the character of global econand its strength we must accept new
approach to economics. This approach is being dpedland promoted by Montenegrin economic
school! But, it shouldn’t be forgotten that Apprbawhich still prevails among economists is

classical approach. Classical view sees economiesszience which optimizes production within

limits intruded by scarcity of resources. In otheords the way classical view see science of
economics rely on Robins’ definition, which claihat the essence of economics is in maximizing
utility with given resources.

This approach in economics is unfortunately fundatnoé government’s economic policies, but it

also often drives behavior of people in busineshat¥s wrong with this approach in context of
global economy? The emphasis is on scarcity ofurees and on restrictions. If the focus is put on
scarcity, limits, and restrictions, it is not womnidg that each country, in order to develop its
economic power, should keep its resources safe fexternal exploitation, and develop

protectionist economist policy (high taxes, diffgréreatment of domestic and foreign investors
and companies, restrictions for foreigners to eegagcertain activities, prohibitions for foreigner

to buy land or real estate, etc.).

The essence of globalization lies in approach, wkees economy as voluntary excharigather
words, in order to understand globalization, we usthostart from Buchanan’s definition of
economics as science on exchangBwo exchange partners are entering exchangeactos
voluntarily and freely, and both partners are lyetti¢ after the transaction is closed. Exchange
brings benefits to both partners in exchange. Adiogrto this,_the goal of economics is to study
relations and interdependende.order to exchange a good, you need to produaegood! That
good must be produced in a way and with quality sagisfy needs of potential buyers; they must
be ready to buy the good. It is really true whaeP®rucker says, value of a good originates from
buyer; buyer is creating value of a good. A goolll gét its value only after it has been exchanged!
In these circumstances, state should not maintaitegtionist economic policy, but policies aimed
to facilitate exchange; state should strive to teresconomic system that encourages individual
actions.

If we accept (1) and (2) and having in mind starfparadigm of our mental framework, it is needed to

undertake some concrete actions and change cemaatical concepts. I'll give only few of them,

emphasizing public resistance to accept them. IBalso want to emphasize that these proposals serve

as a test to check whether politicians and pubiidenstand their own statements on globalizatidn: al
of them are speaking in favor of globalization, the real question is if they are ready to accegse

principles, to implement them and put them in motiorough practice of real life. In order to beeabl
to live in globalization framework, we should uniddée some of following steps, instead of only
talking about it:

1. Education system must be reformed bases that are completely different from curren
bureaucratic and cosmetic changes. Main goal addystem has always been, and still is, to
teach people how to obey system and its requiresh8uit the real question should be how to
encourage individuality of people? How to move txéy of people? How to develop their
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thinking skills? The real question is how to edacpeople on basis of “history of future”?
School and education system are basic foundatidineofvay of thinking! Is educational reform
possible: (1) if we keep same teaching staff; 2heaat financial and technological support?

. Science and research.e. intellectual capital must be developed. Weud establish
completely new institutional structure and streegtprivate initiatives in this field. It would be
particularly important to develop biology, genetitiemist, software, etc. in cooperation with
well known world universities. In practical sensevould mean that we should found Institute
for research of future; Prime Minister should appdioreign advisor for development of
science and research (it could be either Institutegn individual from USA, Japan, Germany,
or ...). Expenditures for science and research l[dhamount to at least 5% of budget (which
would be around 30 millions EUR in this moment, @dlmost 25 times more then today)

. We should connect Montenegro tightly through infation systems and make strong networks.
Along with transportation infrastructure, infornati systems’ infrastructure is the most
important perspective of development! We shoulddtevel of computer use and development
of information system networks to the level of mielghone use in Montenegro!

. English must be introduced as official language. e expect neither foreign tourists, nor
foreign investors if all of us are not speakindeatst English, beside local language. English
language is part of today’s global culture and eguas to its introduction as official language,
who argue that it would endanger national cultymgctically show that they are against
globalization.

. Montenegro must be de-bureaucratized. Old systesmb@ged on bureaucracy. Bureaucratic
system appears as a link for establishing inteqmaisrelations in society. Bureaucracy is for
example intermediate between me, as a tax payesamebody who gets social security. In
other words, both, socialistic state and “welfat&ite (which is the new dream of many people
in Montenegro) are based on nationalization of gigvproperty and governance. Socialistic
system and welfare state have same structure aiface$ between industry, military forces and
bureaucracy, featured with hierarchical communocatiflows - following principles of
subordination, superiority and executive obedieriRepresentative democracy which gives
large power to insignificant majority exists withihat framework. Bureaucracy disables
individualization of society, and thus prevent bB&hment of main assumption of
globalization. Bureaucracy is spreading spirit &ethavior that turn young people away from
logic of globalization; it turns them away from log of information and entrepreneurial
society; young people keep on living with logicttitas much better and much more important
to get the job in bureaucratic system, then creaivd entrepreneurial job in business, science,
research etc.

As long as we have large bureaucracy, society oae healthy. Bureaucracy is the cancer which
can be moved only by a surgeon operation. In tbase we should undertake measures such as
follows:

(a) Reduce number of directly employed in state (noluiding police, inspections and other field

services) on 333, with requirement that each oného$e 333 employees, beside being an
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expert in his field, also knows at least two woldshguages and know to use information
technology;

(b) Reduce the Government on 5-7 members, with reqeinéitihat Prime Minister is at most 35
years old, and Ministers are below 30; the govemtnmaust function on e-government
principle;

(c) Abandon military forces — we have 2000 soldiers.a\o these 2000 soldiers mean? What is
the purpose of having military force of 2000 sotdie

(d) Abandon diplomacy or reduce it so to have only @spntatives in international organizations
and associations. Why do we need diplomatic offtodgy, in the time when we can use great
advantages of information networks and infrastmattaonnections between different parts of
the world? What is the product of those diplomatepartments around the world? What
benefits would we have from their existence, ana hmuch cost would they cause?

(e) Drastically reduce number of employees in local ggament services and municipalities;
introduce employment principles as same as onalaytvernment level

(f) Abandon all unnecessary or economically inefficiestitutions in new system.

6. Make changes in political system. Multiparty systisna base for further strengthening of so
called political economy, i.e. domination of palél parties over economy. That's why we need
to adapt political system to size of Montenegra, fitadition and requirement of global
economy:

1) Use participative democracy principles much motecfizens of Montenegro should take
part in decision making);

2) Abandon political parties on local, municipalityvé, since now individual political
interests can be achieved on supranational levéidat\Wolitical interests citizens can
achieve on local, municipality level?;

3) Introduce presidential system, as a form of denwycsaitable for a concept of micro-state.

7. Make changes oriented toward strengthening rokecohomic freedom. The goal Montenegro
should strive to achieve is to become one of tipetéo countries with regard to the level of
economic freedom.

It means, among other things to undertake follovetegps:

1. Complete abandoning of custom tariff rates, comtitigclaims and other non-tariff
barriers of trade

Introduction of flat tax — rate of 7%.
Reduction of public spending on 25-30% GDP.
Reduction of pension fund contribution and privati@n of pension system.

Provide free entry of all people coming to Montenoefyjom neighboring countries (with
no passport control). Why would we keep peoples,ctourist buses, etc. on border
with, for example, Croatia, when they have alreddgn checked in Croatia, either
when entering the country, or while living in itvbuld address a question to opponents
of this approach: why don’t we check IDs of peoplbo are entering Podgorica,

o hrown
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coming from, for example, Niksic, Bijelo Polje? Aurist don’'t have to know when he
enters, or go out of Montenegro.

6. Business activities of all companies, banks anahdires, registered in, for example,
Western Balkan countries must be completely freenfany kind of limits. The same
principle should, however, be followed with regaodthe citizens of Montenegro who
founded company in Albania: the company can opeirat®ontenegro, without re-
registering of company. This approach would intinstitutional competition among
countries.

7. Protection and security of property rights mussbengthen! The key role of state and
judiciary system is to protect property. It meaasyong other things, to engage well-
known foreign legal experts and judges in this aReferendum experience confirms
this, doesn't it?

8. Reducing right of regulatory body to endanger iede&s of private capital and business
through bureaucratization of their functions.

9. In such a liberalized environment with low tax sea#dl cases of tax evasion, smuggling
and corruption must be severely punished. One eptnalties that need to be applied
in such cases is, for example, to take away th# tgrun a business from a violator,
i.e. to disable violator from further operating gsme business!

10.Capital market must continue to develop and ite tial economic development must
strengthen.

11.We should encourage freedom of entrepreneuriaviae and develop institutions
favorable for new entrepreneurs!

8. Labor market should be liberalized and competitariabor market must strengthen.

9. We should liberate ourselves from burden intrudgdnlygth on importance of macroeconomics.
This myth has bought us in position that macroenuadtability is usually set to be key goal
of economic policy! It is the area of large redksition, but it also means that state keep all
levers of monetary policy in its hands. As we baighat all problems can not be solved
without our own production and development; onlyvé keep our budget balanced, we've
reached the goal (and nobody asks why the budgdteilsg balanced on certain level).
Macroeconomics totally pushed out microeconomicaciideconomics is important as much as
it provides convenient environment for real (nonmamiary) economy, whether that is
production of goods, or services. That's why stagst be put in function of development
(production), and not consumption (macroecononabibty).

These are just some of the measures we need totakelé follow development approach based on
future requirements of globalization and world nedriMy goal was to test way of thinking of a reader
and show whether he agrees on this principleseatdes not. In a latter case he would have probably
commented by now: this is unrealistic!

I will remind those on the maxim: how many things lhave achieved in life seemed impossible before
we have started to act!
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7. Is internal globalization of Western Balkans possile?

The issue of integration of West Balkans is dehbaly sharpened and has a goal to be as close as
possible to the essence of forces that influentagration! It seems that discussions on so catiee f
trade agreements, international contracts, etc.tla@etry of bureaucratic integration; attempt to
combine many sick bodies into just one, which idarmwatchful supervision of already sick physician
(state bureaucracy). It is just a way to deceives@ues with conscious or unconscious goal not to
change things significantly.

In my opinion we need to understand that globabrattU and West Balkans requires changes of each
individual, company and state! That change mustpéapfrom the inside; we should not expect
changes to happen by themselves - from outside! Ghestion raised by globalization and
cosmopolites’ world is how to open national staad key institutions in society from inside and in
bottom-up direction in order to give a long-terrspend to challenges of global era.

By giving example of Montenegro, I've tried to #imate how far this approach is from current way of
thinking and common results of state and economiicyy I've try to analyze what kind of changes
should happen in heads of people in order to acbepnew approach!

Even answer that it is not possible in Balkanst this is a dream, is a step toward solution! Troght
is that in order to solve a problem we must firstasn about solution! Nothing is as realistic as a
dream!

Can we make American dream — “you can be somebisdy e true on Balkans?
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