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Abstract

The current paper investigates the cross-natialalance of dependency theory and world systems
theory for eight dimensions of development. The mmaimphasis is on indicators of sustainable
development, and our essay comprises in all 36 rdapendent variables. They are part of the
dimensions of democracy, gender justice, high gusditiary education, economic growth during the
outgone economic cycle until 2008 and projectednenoc growth after 2009, the environment,
human development, employment, and social cohesioa global scale by a new. Our 175 nation
analysis, using 20 main predictors of developmeiess tto confront the very basic pro-globalist
assumptions of the “Lisbon process”, the policgéarof the European leaders since the EU’s Lisbon
Council meeting in March 2000 to make Europe tlaelileg knowledge-based economy in the world
with a “globalization critical perspective”. A réstic and politically useful analysis of the “Lisbo
process” has to be a “Schumpeterian” approach. Wéé/ze the “Lisbon performance” of the world
economy by multivariate, quantitative means, logkimo the possible contradictions that might eist
between the dependent insertion into the globah@wy and other goals of the “Lisbon process”.
Lowering the comparative price levels and increaghre dependency from the large, transnational
corporations, as correctly predicted by Latin Aroani social science of the 1960s and 1970s, emerges
as one of the most serious development blockades$;anting Europe. It also emerges that failing to
develop Europe’s own MNC headquarter status inglbbal economy has very negative effects on
development performance. The increase in militasgeaditures, proposed in article 42,3 of the new
EU Lisbon Treaty, is another stumbling block agaidsvelopment. We also present a concluding
factor analytical perspective, which again re-itesahe importance of avoiding a “race to the botto

as an “alternative” in Europe.
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Introduction

Profound economic crises, like the current ondhasGreat Depression of the 1930s and the
“oil crisis” of the 1970s, seem to be an appropriime for reconsidering some basic
principles of economics and the upswing of “depecgetheory” and globalization critical
approaches. The “political class” seems to reactensbowly. In a recent EU-Presidency

country non-paper by the Swedish government, writte2009, we read:

Trade and economic integration, combined with neghmology, bring new markets,
competitors and trade partners closer. They heffetoease poverty, promote democratic values
and increase international stability. They bringr@mous opportunities but also tougher global
competition and make increased demands on Eurapeskets, companies and individuals to
adapt to change. This holds true even more so totigy facing global financial and economic
unrest. Therefore, we need to take further actmmetp the benefits from globalisation by

strengthening Europe’s competitivenéss.

This paper will confront the basic underlying asptions of this European political economic
strategy with a “globalization critical perspectivand will perform one of the largest ever
overall cross-national tests of the effects of gl@ation, culture, geography, human capital
formation, militarization and recent world economniistory on several dimensions of
development (what we call here the “global Lisboocess”, consisting of the 8 dimensions:
democracy, gender justice, high quality tertiaryuaaion, economic growth during the
outgone economic cycle until 2008 and projectednesoc growth after 2009, the

environment, human development, employment, andalsoohesion) in a new 175 nation
investigation. What lessons are then to be drawrtHe basic assumptions of the “Lisbon
process”, the policy target of the European leaderse the EU’s Lisbon Council meeting in
March 2000 to make Europe the leading knowledgedasonomy?

Globalization critics, like the platform “Attac” ngdoubtedly play an ever larger role in
the politics of several European Union countriedl avere instrumental in defeating the
government in the French referendum on the Euro&amstitution in 2005. But not only
“Attac” but also serious hard-core social sciencereéasingly blames the European Union
with its unfettered policy of pushing globalizatitmbe at the root of increasing inequality in
Europe. Professor Jason Beckfield from the Unitersf Chicago (2006), writing in the
American Sociological Reviewven says:
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Globalization has attained a prominent place on gbeiological agenda, and stratification
scholars have implicated globalization in the iased income inequality observed in many
advanced capitalist countries. But sociologistsehgiven much less attention to a different yet
increasingly prevalent form of internationalizatioaegional integration. Regional integration, or
the construction of international economy and gohithin negotiated regions, should matter
for income inequality. Regional economic integratishould raise income inequality, as
workers are exposed to international competitiod &bor unions are weakened. Regional
political integration should also raise income in&ldy, but through a different mechanism:
political integration should drive welfare statéreeachment in market-oriented regional polities
as states adopt liberal policies in a contextsifdi austerity. Evidence from random-effects and
fixedeffects models of income inequality in Westé&arope supports these arguments. The
results show that regional integration explaingiydzalf of the increase in income inequality in
the Western European countries analyzed in thislarifThe effects of regional integration on
income inequality are net of several controls, udelg two established measures of
globalization, suggesting that a sociological apploto regional integration adds to our

understanding of rising income inequality in WestEurope. (Beckfield, 2006)

The new Commissioner for Social Policy Profess@zl@ Andor, in his famous 2004 article

in the Guardian, said very defiantly and in the samirit:

Is it that politicians and their advisers have ledlat the income data and suddenly realised the
wage gap between east and west has not narrowte ilast 15 years? Have they only now
realised that the so-called market transition wasangreat success - and concluded that people
in the accession states cannot be anything butedsgpto move to countries they have been
unable to catch up with by embracing market forcésso, they are about half right. The
transition to democracy after the fall of the Benvall cast a veil over a ruthless economic
transformation, known as “structural adjustment” Lintin America a decade earlier. The
unparalleled peacetime contraction of post-comntiegsnomies can only be compared to the
Great Depression of the 1930s. Luckier countriks Hungary lost only about 20% of their
national income in the years after 1989, while @@P of others fell by 30-40%. Poland was
first to recover its 1989 output level, in 1997e tlest only managed to do so in 2000 or even
later. Of course, this did not mean that consumplgoels or average living standards had been
restored with the same speed. (...) The next majaflerige for the east-central bloc is the
introduction of the euro. The Maastricht criteriaused long-term headaches for western
governments in the 1990s, and macroeconomic adimtcan be expected to be even more
painful in countries where economies are still kiig up, and a rate of inflation that does not

threaten economic growth is estimated to be highan the western average. A forced
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compliance with Maastricht and the EU's stabilitgcip could easily produce economic
breakdown in the region, with disastrous conseqgesiior pro-European political forces and
free ammunition for anti-European nationalists.v8lda, promoted as a neo-liberal role model,
may have shown the social and political costs ohqolicies for neighbouring countries, with
riots among impoverished Roma groups and a recessidential contest between rival

rightwing populists.

As it is well known, in March 2000, the EU HeadsStétes and Governments agreed to make
the EU ‘the most competitive and dynamic knowledge-drivemamy by 2010.Although
some progress was made on innovating Europe's eggonihere is a consensus that the
reform process was not going fast enough and teatibitious targets were not reached a
decade later, as foreseen at the March 2000 Lilmamcif. As it is also widely known, the
14 main structural “Lisbon” agenda indicators, te€dato measure progress in meeting the
Lisbon targets, play an important role in Europemticy making. The Lisbon lists of
indicators, apart from the highly publicized deblated Maastricht criteria of the European
Monetary Union, are perhaps the most importantkdists for government success or failure
in Europe today. They are omni-present in the pufdilitical as well as scientific debate and

are defined by Eurostat as:

List of Lisbon indicators

GDP per capita in PPS (to be maximized)

Labor productivity (to be maximized)

Employment rate (to be maximized)

Employment rate of older workers (to be maximized)
Educational attainment (20-24) (to be maximized)
Research and Development expenditure (to be magdhiz
Comparative “price levels’{to be minimized)

Business investment (to be maximized)

© © N o g bk w0 DdPRE

At risk-of-poverty rate (to be minimized)

o
o

Long-term unemployment rate (to be minimized)

o
=

Dispersion of regional employment rates (to be min¢d)

o
N

Greenhouse gas emissions (to be minimized)

o
w

Energy intensity of the economy (to be minimized)

[
s

Volume of freight transport (to be minimizé&d)

The Commission (2005) classified the Lisbon refoimmts five categories:
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Product and capital market reforms;
Investments in the knowledge-based economy;
Labor market reforms;

Social policy reforms;

o~ DN e

Environmental policy reforms.

The current paper will now confront the underlyipgy-globalist logic of the Lisbon strategy
with what we perceive as the essence of a glolt@iraritical argument. Recent comparative
sociological literature highlighted again the ingplions of foreign capital penetration for
patterns of development (Cheol-Sung, Nielsen, ald@érson 2007, Crowly, Rauch, Seagrave
and Smith 1998, Jorgenson 2006, 2006, Moran 20Q&mif& 2007, Rennstich 2002,
Sanderson and Kentor 2009, Shandra 2007, Tausch, 2004, 2007). Especially we will

analyze, whether thdependent insertion into the global econpoperationalized by

. comparative price levels (US=1.00)

. foreign savings rate

. FPZ (free production zones) employment as % of pmpulation
. MNC outward investments (stock) per GDP

. MNC PEN - stock of Inward FDI per GDP

. MNC PEN: DYN MNC PEN 1995-2005
. Openness-Index, 1990 (export-share per GDP + inghante per GDP)

will offer better explanations of the five main dinsions of global development (democracy,
gender justice, high quality tertiary educatiompremmic growth during the outgone economic
cycle until 2008 and projected economic growth ra2®09, the environment, human
development, employment, and social cohesion) tlstandard predictors of global

development performance, like

. % women in government, all levels
. % world population

. 2000 Economic Freedom Score

. Absolute latitude

. Annual population growth rate, 1975-2005 (%)
. In GDP per capita
. In GDP per capita 2
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. Membership in the Islamic Conference

. Military expenditures per GDP

. Military personnel rate In (MPR+1)

. Population density

. Public education expenditure per GNP
. UNDP education index

So, we analyze the “Lisbon performance” of the watonomy by multivariate, quantitative

means, looking into the possible contradictions theht exists between dependent insertion

into the global economy and the goals of the “Lispoocess”.

At the time, Osvaldo Sunkel put the worldview oftihaAmerican social science, which

greatly influenced the course of globalization icalk perspectives across the globe into

prisma and correctly foresaw the current developroesis of the European continent:

The interpretation so far advanced suggests tleaintiernational capitalist system contains an
internationalized nucleus of activities, regionsd asocial groups of varying degrees of
importance in each country. (...) The effects of thsintegration of each social class has
important consequences for social mobility. Thegimalized entrepreneur will probably add to
the ranks of small or artesanal manufacture, drakidndon independent activity and become a
middle class employee. The marginalized sectoteeofiddle class will probably form a group
of frustrated lower middle class people trying taintain middle class appearance without
much possibility of upward mobility and terrorizdyy the danger of proletarization. The
marginalized workers will surely add to the ranksilosolute marginality, where, as in the lower
middle class, growing pools of resentment and fatisih of considerable demographic
dimension will accumulate (...) Finally, it is veprobable that an international mobility will
correspond to the internal mobility, particularlgtiveen the internationalized sectors (...) The
process of social disintegration which has beetinaat here probably also affects the social
institutions which provide the bases of the différsocial groups and through which they
express themselves. Similar tendencies to the olessribed for the global society are,
therefore, probably also to be found within theéestahurch, armed forces, political parties with

a relatively wide popular base, the universities €unkel, 1973: 18-42)

That such a perspective is permitted, or even rezemiled in the scientific debate especially

about the EU-27 is far from clear. Another Hungarmeorld intellectual, the economist Janos

Kornai, not too distantly ago, pointed out that ms&ieam economics relinquishes the

profound criticism of the capitalist economy tthdse professing radical vietvgKornai,
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2005, final Chapter, Presidential address, Intevnat Economic Association), Kornai went
on to say that even when the economic professioapas the fact that there may be problems,
it lulls itself into believing that these problemsan be reassuringly resolved by applying
appropriate  measures. It denies, Kornai says, ftha& system may have inborn,
insurmountable genetic defects. Compared to thad ramwlitical and human rights
transformation, which the region experienced, anticlv Kornai continues to call an
“unparalleled success”, all achieved in a climatelemocracy and non-violence, one is at
least permitted to speak about the negative siglegel — not in the form of a balance sheet,
but as an agenda for future policy and research.

For Kornai, some of these main contradictions are:

1. The real income of a significant proportion of gregulation has remained unchanged,
or even deteriorated

“A dramatic restructuring”, which has taken plandhe area of income distribution
The employment rate has significantly declined aspgen unemployment has
appeared, and job security disappeared

Public security was deteriorating

Corruption

Disorders in the political arena

N o o &

“It can be stated with certainty that capitalismes birth to disparity. But tax policies
favoring the rich while afflicting the impoverishear poorly distributed state

subsidies, can make matters even worse.” (Kor@a5p

Applications of “dependency thinking”, world systentheory and globalization critical
perspectives to the realities of East Central Eeinapre attempted, among others, by Batou
and Szlajfer, 2009, Bernhard and Szlajfer; 1995téroand Szlajfer; 1984; and Szlajfer 1990.
But also in Western Europe, and not only in thel‘BUrope”, such a perspective is necessary.
Dissatisfaction with the “Lisbon process” of ther&pean Union is widespread, relevant
optimistic recent voices from the Commission ndtsianding.

Authors like Joseph Alois Schumpeter, and lateddveystem and dependency writers
like Samir Amin, Volker Bornschier, Fernando HemeqCardoso, Raul Prebisch, and
Osvaldo Sunkel, were always aware of the crisedjoa imbalances, regional shifts, and of
the rise and decline of entire regions and evertimemts in the process of capitalist
development. Like many other development theon$tihe first generation of development

economists after the Second World War, whose dtagan to rise long after Schumpeter
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already went to America, Kurt Mandelbaum, Paul Nar&®kosenstein-Rodan, and Hans

Wolfgang Singer, all shared with Schumpeter theeolsion that capitalism never was a

smooth equilibrium process. Mandelbaum, Rosen®eitian and Singer, and the dependency
theorists in Latin America, whom they so heavilyluenced, were deeply convinced that

capitalism is NOT crisis-free growth, full employmeenvironmental sustainability and the

end to social exclusioh.

At the end of the day, a realistic and politicalgeful analysis of the “Lisbon process”
has to be “Schumpeterian” in its question writinget excluding the contradictions inherent
in the process of capitalist development, whichwimess since the year 1989 at the pan-
European level.

The rest of this study is organized as follows.Section 2 the main theories are
outlined. Section 3 presents the data and rese@sign. The results are presented in Section
4, and the factor analytical Lisbon comparisonsSection 5, while section 6 draws

conclusions from the research results.

The main theories

The question of geographic, demographic and otitdpgendent variables in econometric and
politometric development accounting found more rdit# in the recent literature, just to
mention Ciccone and Jarocinski, 2008, Gylfason]126{dler, 2004, Masters and McMillan,
2000, Sachs and Warner, 2001, and Sturm and de, i28856. According to the research,
presented by Ciccone and Jarocinski, 2008, Salaftiv] Doppelhofer and Miller, 2004, and
Sturm and de Haan, 2005, we currently are faciograd 100 popular independent variables
in current econometric literature on the determisasf economic growth. Sala-I-Martin,
Doppelhofer and Miller, 2004, arrived then at tbh#dwing list of robust growth predictors,
which keep their significance after all possibléevant changes in the research design,

apllying a Baysian estimation technique:

+ East Asian dummy + Fraction Confucian

+ Primary schooling 1960 s African dummy

+ Investment price + Latin American dummy
+ GDP 1960 (log) + Fraction GDP in mining
+ Fraction tropical area + Spanish colony

+ Population density coastal 1960's + Years open

+ Malaria prevalence in 1960's + Fraction Muslim

+ Life expectancy in 1960 + Fraction Buddhist
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+ Ethnolinguistic fractionalization + Government consumption share 1960's

The hitherto dominant development paradigm of awussthe neo-liberal approach. On a
global economy levelneo-liberal authordike Barro; Barro and associates; Crafts; Dadush
and Brahmbatt; Dollar and Kraay and Weede genertdlyd to think that with the
establishment of “economic freedom” positive paiserof development will prevail in
practically all countries of the globe, irrespeetiof their development level. Especially the
painful experience of the neo-liberal transformagwocess in Eastern Europe after the end of
Communism is however a warning sign to decisionemaland scholars alike that “economic
freedom” plus “world economic openness” alone cateofor themselves the only necessary,
let alone the sufficient condition for a successbapitalist development [for such a
perspective, see, above all, Kornai 2005; furtheemiootai, 2001a, 2001b, Inotai and Hettne,
1999, 2000, 2001]. Thus, selective interventiontly state seems to be the development
lesson of East and South-East Asia as well as $tarid during the last decades.

A recent very thorough liberal globalist flagshiynepsis of the quantitative peace-
and development research evidence over the lasiddedy de Soysa and Gleditsch (2002)
maintained by contrast that globalization, espgciapenness to trade and foreign direct

investment, lead towards

a) increased democracy
b) development

c) less inequality

d) a better environment

e) peace.

Analyzing world development on the basis of the rmpredictors, compatible with the
majority of the more than 240 published studiestlos cross-national determinants of the
“human condition” around the globe, we present tlesults of our equations about
development performance from 175 countries, whiogghimn a way challenge the empirical
consensus, presented by de Soysa and Gleditsch.

De Soysa and Gleditsch centered their analysistatjobalization and the human
condition on the indicator “world economic openrieswhich in a way is biased.
Conventional wisdom of the “Washington Consensws i that it is always the periphery or
semi-periphery country that got it all wrong duriagcrisis, like in East Asia, Russia or

recently in Turkey and that a good combination cbreemic freedom, privatization, tight
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monetary policies and above all private foreigrecliinvestment will “fix” it, once the forces
of the market are properly at work (see also Raffefausch, 2003), Literature, supporting
the “Washington Consensus” now abountgyhlighting pro-market policies and world
economic openness as strategies for social and cgemnwell-being social justice and
economic growth, and a peaceful world [Barro 1983994, 1996a, 1996b, 2000, 2001, 2003,
2004a, 2004b, Barro and Sala-i-Martin 1991, 1995[8dlar, 2005, Dollar and Kraay 2000,
2001, Weede 2002, 2003, 2004a, Weede E. 2004bc20084d].

But ever since Kurt Rothschild’s famous articlahe Economic Journain 1944, it is
known that the share of imports — or also of experper GDP is a function of the size of
nations. Per se, small and open economies tenddewacial compromise, and are in fact the
subject of an important, today mostly neglectedatielabout “small states in the International
System”. To this one must add that corporatismh higion density, social coherence, and
other characteristics of these small, world ecowmaily open democracies interact
[Katzenstein, 1974, Rothschild, 1963, 1966, 198d85]. Such characteristics would be
assumed to be typical for countries like Austrize trish Republic, the Netherlands, and
Switzerland, but certainly not all neo-liberallyiarted countries of the world.

Even with adjustments, th@penness-indicatas heavily dependent upon thze of a
nation. It emerges from the Dollar/Kraay data set that highest openness over the last
decade was to be found in Estonia, Norway and Saiota. From their data set it also
emerges that among the 30 most open economies dadritire world economy were small
territory and country cases like Hong Kong, Luxemmgp Saint Lucia, Slovenia and
Switzerland. Also we find the two nations Commuidstgaria before the transformation and
Belarus under the Lukashenka regime. The heavilgiasademocratic “Consociational
Democracies” Austria, Denmark, the Netherlands &neéden in the 1980s and 1990s, and
social democratic Norway, are also all among thisgsoup. If anything, thus the Dollar and
Kraay results demonstrate either (what Kraay adstadid not intend) that Communism,
Bulgarian (1964) or Lukashenka-styletlie model of world economic openness,that there
is some truth in Professor Peter Katzenstein’srghabout small states, the need for social
compromise and social partnership in such statesredistribution and development in such
nations and their ascent in the international sy&te

For neo-liberal theories of developmefdyeign investmentsre also a soligre-
condition of growth A reliance on foreign savingsvould not necessarily exclude rapid
economic growth and income redistributimna world of liberalized financial markets (fan a

overview of these debates, see Kendall, 2000; foependency-theory oriented counter-
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position Ghose, 2005), Following the neo-liberétriiture on the subject, there would be
absolutely no need for “financial repression”. Sha@73 and McKinnon, 1973 believed that
“financial repression” [i.e. what neo-liberals teams such, for example capital convertibility
controls etc.] had retarded the growth of many tesseloped countries (LDCs), Interest rate
policy, which resulted in the imposition of belovarket rates, created a disincentive to save.
The results, they say, are a shortage of investdsleurces and growth retardation. Shaw and
McKinnon are thus in favor of interest rate liberation. Roubini and Sala-i-Martin, 1992 as
well as Barro, 1991 maintained that “financial esmion” contributed to slow growth in Latin
America during 1960 to 1985. The question whethemat foreign savings “crow out”
domestic savings might be hotly contested (see &Hh2805), but for the neo-liberals it is
certain that free flows of global savings and irtwesnts contribute to global and national
economic and social well-being. Since capital israant in the centers and scarce in the
periphery, the return on investment is much highethe periphery than in the center, and
capital should flow from the centers to the perig® In addition, neo-liberal authors,
starting with Michael Lipton, have attacked “excparrate overvaluation” in the developing
countries, thus diametricallyontradictingthe approach by Yotopoulos and other adherents of
theories of “unequal exchanggiesented above.

Price levels have risen faster than world priceslevor the rich countries while the
reverse has been the case for the poor couniiagdence over several decades thus fails to
sustain, Rao says, the expectation of growing prarevergence from growing globalization.
However, neo-liberals would argue that the levelofgworld price levels is beneficial for
world system and country economic growth rates.

By contrast, the “Keynesian” legacy should not beler-estimated. “Keynesians”
would expectpositive trade-offgo hold between “government intervention” and thgnan
condition and not the other way around. Major Keynesianlyaea include nowadays
Kalecki, 1972, 1979; Modigliani, 1987; Stack ananfierman 1982; Stack, 1978, 1980 and
Vickrey, 1996.

European Union policy makingven today, makelsasic pro-globalist assumptions
like the one that a low comparative internationaelevel is absolutely necessary for socio-
economic development. Comparative price levels n@pen the relationship between
tradables and non-tradables. Countries with loweplevels in non-tradables generally have
low comparative price levels. But does a haircutiance really have to be as inexpensive as
in Bangladesh for the Lisbon process in Europeddiiccessful? For dependency and later

world systems theory, going back to its four “foumgdfathers” Samir Amin (1976), Giovanni
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Arrighi (1995), Andre Gunder Frank (1983, 1990 &tf@P8) and Immanuel Wallerstein
(2000), ascent and decline in world society is dargoeing determined in our age by the

following ‘five monopolies’:

o The monopoly of technology, supported by militagpenditures of the dominant
nations,
o The monopoly of control over global finances argtrang position in the hierarchy of

current account balances,

o The monopoly of access to natural resources,
o The monopoly over international communication dralrnedia, and
o The monopoly of the military means of mass desimact

Dependency authorns the traditions of Cardoso (1977), Furtado (19#&d Sunkel (1966,
1978, 1994 and 2003, for the later, European remepif dependency thought see also
Murshed, 2002; Murshed and Raffer, 1993; Raffe§719Raffer and Singer, 1996, 2001;
Tausch and Ghymers, 2007; Tausch and Prager, §@@@)ally explained backwardness and
stagnation by the ever-growing dependent insertibnthese countries into the world
economy. Starting with the writings of Prebisch§391988) and Rothschild (1944), their
leading spokespersons all would stress the uneguodl socially imbalanced nature of
development in regions that are highly dependenineastment from the highly developed
countries, even in the richer countries of the |Baem Union. Short-term spurts of growth
notwithstanding, long-term growth will be imbaladcand unequal, and will tend towards
high negative current account balances.

Later world system analyseghat started with the writings of the Austro-Hangn
socialist Karl Polanyi after the First World Warentled to confirm and expand this
dependency argument. Capitalism in the periphekg, ih the center, is characterized by
strong cyclical fluctuations, and there are centeesni-peripheries and peripheries. The rise
of one group of semi-peripheries tends to be atcths¢ of another group, but the unequal
structure of the world economy based on unequastes tends to remain stable.

Dependency and world system theory has a disturlnegsage for the European
integration process even today, some four decattes the first analyses by Cardoso,
Furtado, Sunkel and many others were written in ldte 1960s and early 1970s. Their
perspective would generally hold that poverty aadkiwardness in semi-periphery countries
like the new member states of the European Unidngiwjoined the “club” in May 2004, are
caused by the peripheral or quasi-peripheral positiat these nations or regions have in the
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international division of labor. Ever since the italpst world system evolved, there is a stark
distinction between the nations of the center dmal ations of the periphery. Fernando
Henrique Cardoso once, at the height of the delsatemarized the quantifiable essence of

dependency theories as follows:

o There is a financial and technological penetrabgrthe developed capitalist centers
of the countries of the periphery and semi-peripher
o This produces an unbalanced economic structure \Witkiin the peripheral societies

and between them and the centers,

o This leads to limitations on self-sustained groimtthe periphery,
o This favors the appearance of specific patterrdasss relations, and
o These require modifications in the role of theestatguarantee both the functioning of

the economy and the political articulation of aistyg which contains, within itself,

foci of inarticulateness and structural imbalar{Gardoso, 1979)

The writings ofJoseph Alois Schumpeté8chumpeter, 1908, 1912, 1939), and later world
system and dependency analyses by Amin, 1976, 1B88{; Bornschier, 1982; Cardoso,
1979, Cardoso/Faletto, 1971; Prebisch, 1950, 1888,Sunkel, 2003, as we already briefly
pointed out, all highlight the crises, cyclical iaténces, regional shifts and their possible
causes and consequences, as well as of the riselentile of entire regions and even
continents in the process of capitalist developm&he world economy thus returns to the
“old Galicia” of 1909, when and where the young @upeter started his job as a University
Professor in Czernowitz (then a German-languageeusity on the very eastern outer rim of
the Austro-Hungarian Empire, now Chernivtsi Univigrsn Northern Bukovina, Ukraine),
gaining valuable insights into the nature of wadleelopment in the Galician periphery of
the Empire, with all the “creative destruction”, istn surrounded him. Several of his major
works, like “The Nature and Essence of Theoretical Econdnfic&08, translated 2009)'he
Theory of Economic Development: An inquiry intofipsp capital, credit, interest and the
business cyclg(1912, first translated 1934) were all heavilfluenced by his early and short
experience at the outer rim (1909-1911) of the EepAs it is well-known, according to
Schumpeter, 1913, 1939 the entrepreneur is theeprimaver of economic development,
which is cyclic in character, connecting innovaipeycles, and development. Schumpeter
strongly believed in the very long, 50-60 year emuit cycles, the Kondratiev waves (for
empirical studies on Kondratiev waves, see thehpmsous editions of Kondratiev’'s works in

Kondratiev, 1980, 1984, 1998; for a general analid@vezas, 2006; furthermore Bornschier,
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1996; Goldstein, 1988; Tausch, 2007, 2008; for apskal view also Kuznets, 1940),
Capitalist development takes the form of “creatidestruction” (Schumpeter, 1950),
Innovation by entrepreneurs/companies is the ftraesustains long-term economic growth,
even as it destroys the value of established corepdhat enjoyed some degree of monopoly
power. Successful innovation is a source of temyarzarket power, eroding the profits and
position of old firms, yet ultimately losing to tipeessure of the new inventions, championed
by the competitors (for a formal model of Schumpate growth economics, see
Aghion/Howitt, 1992).In a nutshell, this is also the explanation why Mpkhetration leads
to short-term dynamism and long term inequality astégnation. Like many other
development theories of the first generation ofellg@ment economists after the Second
World War, Mandelbaum, 1945; Rosenstein-Rodan, 1%&thschild, 1944, and Singer,
1975; Singer and Ansari, 1988; Singer and Roy, 18B3shared with Schumpeter the
observation that capitalism never was a smooth libgum process. Mandelbaum,
Rosenstein-Rodan and Singer, and the early depeyndbaorists in Latin America, whom
they so heavily influenced, were deeply convindeat tapitalism is NOT crisis-free growth,
full employment, environmental sustainability ahe £nd to social exclusion.

The international system, more and more, seemssemble such a perpetual rise and
fall of companies, regions, sectors, even nati@eeral world systems approaches have
taken up the basic idea of the Schumpeterian cotigpetand stipulated that even the
international system itself since the 1450s is ati@rized by hegemonies, international
system de-concentration, the de-legitimation of ititernational order, and recurrent global
wars over the hegemony in the system (see Devetd}f; furthermore Arrighi, 1995;
Goldstein, 1988; Tausch, 2007; Wallerstein, 2000hat currently economic growth
dramatically shifts away from the North Atlanticeaa and the states very closely linked to
them to other regions of the world economy seemasdizate that such a major fundamental
shift is taking place with the force of a real taom. Everywhere, the monopolies of power,
which the old dominant transnational oligopolie®Mj are eroding. Already the classics of
political economy (Sweezy, 1971) provided a framedwaf quantifiable dependency theory.
Class relationships of a rising power of laborhe tenters determine that, in the end, long-
term fluctuations notwithstanding, cheaper raw mialte and exploitation of the periphery
become one of the cornerstones of a strategy tahefall in the profit rate. Among others,
mass migration, unequal exchange, and a new irntena&division of labor are key elements
to increase, at least temporarily, s’. The Polisbnemist Michal Kalecki, whose work was

closely connected to the United Nations Economim@assion for Europe, adapted political
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economy to the age of monopolization, relevantdar deeper understanding why MNC
penetration leads towards long-term economic inees A rising degree of monopolization
in the leading center countries over time detersyitigat, in order to keep the share of wages
at least constant, a rising exploitation of the naaterial producers sets in to offset the
balance.

Other formulations of dependency insisted on ‘ua¢gxchange’, which, according to
one such formulation, hampers development if doulletorial terms of trade of the
respective country are < 1.0 (Raffer, 1987, Ami@73), Labor in the export sectors of the
periphery is being exploited, while monopolisticustures of international trade let the
centers profit from the high prices of their exgdud the world markets in comparison to their
high labor productivity. Kohler/Tausch calculatée tosses or gains from unequal transfer as
the difference between a “fair value” of exportgdonts and the “actual (unfair) value” of
exports/imports. (See Kohler/Tausch, 2002; see dsdfer K., 1987; Sawada and
Yotopoulos, 1999, 2002; Yotopoulos 1996-1997; Yotdps and Floro, 1992; Yotopoulos
and Lin, 1993; Yotopoulos and Nugent, 1976; andojgotilos and Sawada, 2005)

Above, we already hinted at the fact thaw comparative price levelsre nothing but
unequal exchangé\ country, following the Commission’s price refostrategy, is a country
with a low international price level and a high ERD is now very tempting to look at the
European realities with, so to speak, Latin Amarieges. Our geographical presentation of
our own variables used in the analysis will be kigpa minimum. Among the dependent
variables, we just mention MN@enetration, MNC headquarter status, unequal tarssfd
the resource balance as the four “master variabdéstiependency. Unequal transfer is
strongest in the periphery, and weakest in theecgntwith the semi-periphery showing
medium levels of exposure to unequal transfer.elmegal terms, we observe today high levels
of MNC penetration in the “dominion economies” likaustralia and Canada, in Western
Europe, in some parts of Eastern Europe, in CeAsal, other parts of the former USSR, in
many parts of Latin America, Southern and Westericd, in Egypt, in Tunisia, and in China
and Southeast Asia.

MNC penetratiorreceived a vast attention in the published tideéshe comparative
research literature of the last three decades,eabthin the writings of the Swiss sociologist
Volker Bornschier (2002) and his associates (19879 and 1985), While different authors
disagree on the direction of the influence of MNghgtration on the human condition, they'd
all underline the strong influence of MNC penetration employment, economic growth,

income distribution and overall development. Herkéim and Bornschier (2003), in their
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article summarizing and updating the vast debakeciwwent on in the leading social science

journals of the world since the 1970s, said:

Quantitative cross-national research on the tojgides] as early as 1975 with simultaneously
published studies from authors in three differeotintries, Britain, US, and Switzerland
(Stoneman 1975, Chase-Dunn 1975, Bornschier 19t®.three authors pioneered a novel
approach. While acknowledging the immediate positimpact of foreign direct investment on
economic growth they claimed that, in the longer, @evelopment models based on a strong
presence of TNCs would result in higher inequalityd in under-utilization of growth
potentials. Unfortunately, this view was sometinmagsunderstood as claiming that the
presence of TNCs prevents growth altogether (Firghal992), although none of the
pioneering authors denied the fact that even depegndemi-) peripheral economies are able
to experience some economic success. By “redudieggrowth potential” and “under-
exploitation of convergence forces” the authorhigatmeant that TNCs prevent their host
countries from growing as fast as possible and fcbmbing up in the worldwide division of
labor (which, in turn, means that TNCs unwillingdgrpetuate the status quo of an unequal
and sharply stratified world). (Herkenrath and Bafrier, 2003)

Foreign savingfor its turn, is strongest in many parts of Lalimerica, Southern Africa, in
the “new Europe” and in China and in several coestof Southeast Asia. In the classical
dependency-oriented literature, it has been da#it extensively, among others, in the works
of Paul Israel Singer. Foreign savings measuresdithe current account deficit, and is seen
as a classic expression of long-term structurakddency ever since the discovery by Samir
Amin in the 1970s that the world periphery suffexem a structural and long-term current
account deficit. A negative resource balance wilags be constraining the freedom of
manouvre of periphery countries. Later, Giovannrigkn proposed in his provocative
analysis of thd.ong 20th Century(1995) the thought that the logic of accumulatamn a
world-scale is governed by the ups and downs in ghecession of regulation and de-
regulation, starting from the Venetian (regulatorgmd Genoese (deregulated) era of
capitalism, followed by the Dutch (regulatory) aBdtish (deregulated) era, and the US
hegemony, which -after 1945- was a regulatory moBEsdm the late 1970s, however, we
witness, Arrighi’'s argument goes on, again the watkrise of a deregulated model of world
capitalism. The often-bemoaned end of the Keynesien has its real basis; Arrighi’s
argument goes, in the shifting accumulation pattefrrworld capitalism. We agree with
Arrighi that the rise of financial capitalism andet decline of productive capitalism are
always connected to major shifts in the locationheaf centers of world capitalism, first from
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Venice to Genoa, followed by the shift from GenoaAmsterdam, from Amsterdam to
London, from London to New York, and from there tonthe capitalist archipelago of East
Asia of yesterday, perhaps to be followed by SAsdta today (Arrighi, 1995), Arrighi also
introduced the important notion, that there is gabe coexistence in the time-perspective
between the ‘different logics’, so that elementdhed waning and elements of the emerging
order might coincide for years. Arrighi's sequehtiaodel of world capitalism is also a
historic interpretation of the old Marxist notioh o

financial expansion - > material expansion- >firiahexpansion (MCM"),

which moreover, as such radically challenges th@®naf ‘unchanging’ general laws of rise
and decline. Following Arrighi, we postulate thagulatory strategies might have been well
compatible with growth under the rise of the VeartiDutch, and American era, while at the
time of the rise of ‘deregulation’, such deregutgtstrategies and not ‘big government’ will
be conducive to economic growth.

Ever since the writings of Colemann (1965), alsocation should be mentioned
among the determining variables of the developnpemtormance of a countr§ducation
and human capital formatiofigure prominently in theduman Development Report$ the
United Nations Development Programme as variabldsich determine positively the
development outcome. For the UNDP it has beenesétfent over the last decade that gender
empowerment and the re-direction of public expemdg away from defense will positively
contribute to a positive development outcome. Haweneo-liberal thought would caution
against such premature conclusions. Erich Weed@2j20as shown that standard indicators
of human capital endowment - like literacy, scheotollment ratios, or years of schooling -
suffer from a number of defects. They are crudestMothey refer to input rather than output
measures of human capital formation. Occasionalleede and Kaempf believe, they
produce implausible effects. They are not robusidyificant determinants of growth. They
replaced them by average intelligence. This vagiatnsistently outperforms the other
human capital indicators in spite of suffering freevere defects of its own. Weede and his
associates maintain that the immediate impact sfitutional improvements, i.e., more
government tolerance of private enterprise or egoadreedom, on growth is in the same
order of magnitude as intelligence effects &eblic education expenditurese still public
expenditures, and it is entirely conceivable thatthe end public education expenditures

might negatively affect the development chancea sbciety, not because they are education
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expenditures, but because they are still publiceesiures. For such a theoretical
understandingUniversity reform and University privatizatiomould be important political
steps to achieve a more viable development. The RINBs devoted considerable energies
into developing its own kind of human capital anatan development approach that quoted
large amounts of statistics how much different ¢oes devoted to their “unproductive”
military efforts and how little they devoted to tfgood” public education expenditures. Such
number games, however much they were linked tgémerally laudable effort to document
world poverty and the lack of basic human needsfaation, suffered from a major scientific
handicap by evading the vital question to staadifcshow that — development levels constant
— high shares of public education expendituresrdmrie uniformly to a good development
performance, measured by indicators of growth, humights, social justice, gender
empowerment and ecological well-being, while thadbmilitary expenditures contribute to
the opposite [see United Nations Development Progra HDR 1998, 2004, 2005].

In our macro-quantitative research design, we attude the well-documented
“butter versus guns” dimension ofilitarization as a development blockajdee also Tausch
1986, 1989; Tausch and Herrmann, 2001].

The well-knownaccelerationand maturity effects of development have to be also
gualified in an important way. Ever since the dayfs Simon Kuznets development
researchers have applied curve-linear formulation®rder to capture these effects. The
curve-linear function ofgrowth being regressed on the natural logarithm of agprakent

level and its square, is sometimes called the Matts effect’ following Matthew's (13, 12):

For whosoever hath, to him shall be given, andhad save more abundance: but whosoever

hath not, for him shall be taken away even thatdth

Social scientists interpreted this effect mainlywiew of an acceleration of economic growth
in middle-income countriegis-a-visthe poor countries and in view of the still widepigap
between the poorest periphery nations (‘have-natsi)the 'haves' among the semi-periphery
countries (Jackman, 1982).

Our essay does not only take the world economagnation/globalization dimension
as a determinant of development performance intmwad, but also duly considers the
dimensions offeminism culture (membership of a country in the Islamic Confergnce
demography the economic size of nationand geography (absolute latitude) into account.

Such control variables are standard practice isssrational development research and for
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reasons of space need not be further presented Inézeested readers are referred to the

works of Easterly, Heshmati and Tausch for furtieéerence.

Data and developing the research design
In their American Economic Reviearticle 2004, Sala-i-Martin and associates hidttlidne
point that the strongest effects on growth are dofor good primary schooling enrollment,
the low price of investment goods and a low initeatel of income where the latter reflects
the concept of conditional convergence. Other ingmdrvariables, according to this study,
include regional dummies (such as East Asia, Sabafan Africa, or Latin America), some
measures of human capital and health (.such aexectancy, proportion of a country lying
in the tropics, and malaria prevalence), religidusnmies, and some sectoral variables such
as mining. Interestingly enough, and in contrastctorent contemporary islamohobic
reasoning, Sala-I-Martin and his team found quiteorgy and positive effects of the
predominance of the Islamic faith on economic ghowtith a likewise positive effect of
Buddhist and Confucian cultures on economic growthile the initial income levels and
government consumption levels also quite stronffigcathe growth rate. Our investigation
duly acknowledges several of the key determinahtsconomic growth, mentioned in the
economic literature, like % world population; 20@2onomic Freedom Score; Absolute
latitude; Annual population growth rate, 1975-2@9&; conditiona convergence (In GDP per
capita; In GDP per capita *2); Membership in thangc Conference; population density;
public education expenditure per GNP; and the UND&cation index; but we also take into
account military expenditures per GDP and the arifipersonnel rate In (MPR+1), which are
key variables of contemporary political scienceeinational relations theory and peace
research.

In this essay, we will duly take into account natyothese dimensions, but also the
indicators of globalization and dependency, which bBeing measured by the following
different variables of “(in)/dependent development”

o MNC penetration (MNC PEN) measures the different degrees of wetiggit foreign
capital investments have in the host countries,the UNCTAD percentages of the
stocks of multinational corporation investments patal host country GDP. This
research tradition has been especially developedhbySwiss sociologist Volker
Bornschier and his school. Bornschier and his dcpoedicted a strong negative
determination of development by a high MNC pena&imatdue to the negative

consequences, monopolies have on the long terniagement trajectory of countries
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o We also ascertain thgrowth of MNC penetration over time (DYN MNC PEN),
from 1995 to 2005. The Bornschier school expectedtderm dynamic effects from
such MNC penetration increases

o Equally, Bornschier and his school already devedapéigh theoretical and empirical
awareness about the long-term consequences ofréisene or absence INC
headquarter status” (MNC HEADQU), measured in our analysis by the indicator
MNC outward investments (stock) per GDP. Bornschiat his school expected that a
high headquarter status mitigates against the temg- negative effects of MNC
penetration

o FPZ (free production zones)employment as % of total population is the indicat
best suited to measure what the so-called “NIDL&wninternational division of
labour) school. Early on, Froebel/Heinrichs andyer€1980) already predicted the
unfettered rise of the model of “export processmoges”, especially in China and
Southeast Asia. This first major international stbg Froebel/Heinrichs/Kreye, 1980
was followed, among others, by Ross, 2004; and &Bayenge, 2007. Export
Processing Zones (EPZ) — gifree Production Zones”today already account for
some 80 percent of the merchandise exports of deanlike China, Kenya, the
Philippines, Malaysia, Mauritius, Mexico, Senedhllinisia, Vietham. 3500 EPZs in
130 countries of the world now employ 66 Milliongmée, among these 40 million
employees in China. The tendency, correctly fonedege Froebel/Heinrichs/Kreye,
1980 towards this total global re-location of wontdlustries continues unabated. In
the current paper, we try to determine the qudivtaveights, which free production
zones have in the determination of developmentopmidnce (% of the population
working in export processing zones versus MNC patieh versus the other
dependency/globalization indicators).

o What current European policy-making céllsv comparative price levels” but what
dependency theories call “unequal exchange/undcaradfer” (Kohler/Tausch, 2003,
furthermore Raffer, 1987, Yotopoulos, 1996, and opoulos/Sawada, 2005) is
operationalized here simply by ERD or ERDI, the e rate deviation index,
which measures the degree, to which globalizatias tontributed to lowering the
international price level of a country; i.e. itas indicator about the openness of the
price systenvis-a-visthe pressures of dependent insertion into the gletanomy.
The result of this is an unequal transfer frompbdpheries to the centers, which used
to be high-price countries until very recently. ERDcalculated by the ratio between
GDP at purchasing power parities, divided by GDBuatent exchange rates.

o For dependency authofsyeign savingsshow the weight that foreign savings, mostly

from the centers and richer semi-peripheries, liathe accumulation process of the
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host countries in the periphery and semi-periphkris calculated by the difference

between the share of investments per GDP and Hre sl savings per GDP.

The choice of a country to be included in the fiaaalysis (175 countri£y was determined
by the availability of a complete data series farse independent variables (if not mentioned
otherwise, UNDP data), The data for this study veecribed and presented in great detail in
the analysis , so our description will be kept tiaimum heré'?

So, in this study we utilize data from 175 coursrieor each we have information
about 20 independent variables which are grouptxdix dimensions. The number of the
main dependent variables is 36, divided into edfjimensions.

The design of our study is based on usual, SPSSidihary least square standard
regression of thékitchen sink type” (Durlauf et al., 2008) of economic growth and
economic performance in the research tradition afr& 2003. The mainndependent
variables of our model for around the year 2000atar comprised the following list. As we
said, we used this list also to construct a sifiglebal Lisbon process” indicator. Surveying
the vast econometric literature on the subject,indeed finds support for the inclusion of the
geographic and demographic variables in our ingastn (Ades and Glaeser, 1999, Alesina
and La Ferrara, 2005, Barro and Sala-i-Martin, 2@&ro 1991, 1996, 1998, Bloom and
Sachs, 1998, Chanda and Putterman, 2007, DowrdlQanggin, 1997, Easterly and Levine
1997, Frankel and Romer, 1999, Gallup and Sacl89,1@rier and Tullock, 1989, Hall and
Jones, 1999, Kamarck, 1976, Kormendi and Megui@85]1 Levine and Renelt, 1992,
Limongi and Przeworski, 1993, Mankiw, Romer and W&D92, Rodriguez and Rodrik,
2001).

Our main independent variables finally are:

+ % women in government, all levels + In GDP per capita

+ % world population + In GDP per capita ~2

+ 2000 Economic Freedom Score + Membership in the Islamic Conference

+ Absolute latitude + military expenditures per GDP

+ Annual population growth rate, 1975- + military personnel rate In (MPR+1)
2005 (%) + MNC outward investments (stock) per

+ comparative price levels (US=1.00) GDP

+ foreign savings rate + MNC PEN - stock of Inward FDI per

+ FPZ (free production zones) GDP

employment as % of total population
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+ MNC PEN: DYN MNC PEN 1995- + Population density
2005 + Public education expenditure per GNP
+ Openness-Index, 1990 (export-share + UNDP education index

per GDP + import-share per GDP)

The main dependentvariables for this analysis correspond to standamdwledge in
comparative political science and sociology. Anrey®wing number of more recently
published investigations not only looks into théeefs of MNC penetration on economic
growth, but into the more social and ecological ditons in general (Beckfield, 2006, de
Soysa, | and Neumayer E. 2005, Jenkins and Scaflh, Jorgensen 2003 and 2005, Kentor
2001, Kentor and Boswell 2003, Lee 2005, Li andrirs2003, Meyer 2003, Reuveny and
Thompson 2004, Richards, Gelleny, and Sacko 206kof8r, Ramirez and Meyer, 2000,
Shandra, London and Williamson 2003, Sumner 20@8hough we presume all the
indicators as to be known generally, we refer @aders to a brief summary of the Happy

Planet Indicator, available fromhttp://www.happyplanetindex.org/list.hfimand the

Yale/Columbia environmental data series, availabletp://sedac.ciesin.columbia.edu/es/esi/

andhttp://epi.yale.edu/Homewhich might be perhaps not so well-known toriseders. The

dependent variables were measured, if not speaifiedrwise, by around the middle of the
first decade of the new Millennium. The list of thependent variables, finally also be

projected selectively onto a combined and singlalfindicator, comprises:

1. Closing the economic gender gap 14. ESI Index (Environment Sustanability
2. Closing the educational gender gap Index)
3. Closing the Gender Gap 15. Female survival at age 65
4. Closing the health gender gap 16. Gender empowerment measure
5. Closing the political gender gap 17. Global tolerance index
6. Corruption avoidance measure 18. Happy Life Years
7. Country share in top 500 world 19. Happy Planet Index
universities 20. Human Development Index (UNDP)
8. Crisis performance Index (factor 21. Labour force participation rate of
analytical) migrants (both sexes)
9. Democracy Measure 22. Life Expectancy
10. Economic Growth 1990-2005 23. Life satisfaction
11. Economic Growth 2009 24. Low Carbon emissions per capita
12. Economic Growth 2010 25. Low carbon emissions per million US
13. Environment Performance Index dollars GDP
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26.Low civil and political liberties 31. Low quintile ratio inequality top 20%

violations bottom 20%
27. Low disaster risk in the world system 32. Low unemployment
[In (number of people killed by natural 33. Per capita world class universities
disasters per year+1)] 34. Rule of law
28. Low ecological Footprint 35. Tertiary enrollment
29. Low infant mortality rate 36. Total low unemployment rates,
30. Low net exports of ecological footprint immigrants

gha per person

The development performance model is specified fas&ion of the determinants of growth

written as:
J
(1)  DevPerform= o+ X B Xj +é
j=1

whereDevPerformrepresents each of the six development performaaicables listed above
for countryi and X is J vector of determinants of development performalisted above,
some of which are logarithmic, while others expeelssn level or percentages. The

Bo and g are unknown parameters to be estimated to infeuntathe association and impact

of the determinant of the development indicatore Ehis a random error term assumed to
have a mean zero and constant variance. It captiveesieasurement error in the dependent
variable and the effects of left out explanatorgialales.

In the literature we find both of quantitative aadqualitative methods to measure
outcomes of activities. Outcomes are often multetisional and are represented by multiple
indicators with both positive and negative effeststhe outcomes. However, our objective
here is not to evaluate effects of certain polioygpams, but rather to quantify the state of an
object to be studied. The multidimensionality ofammes requires the creation of composite
indices to have a single measure and to be aldgdoegate indicators in a satisfactory way.
Here the focus is on the construction of an indet ts multidimensional and decomposable
to use it in describing the Lisbon process. Suchhdax will be a useful tool in the evaluation
of the outcome of the member countries efforts, ghkcy impacts on development in the
region and in the quantification of the progresachieving the stated goals. In this section,
we introduce a a parametric approach to computeposite indices frequently used in the
evaluation of outcomes of policies and for the mglof countries.
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The literature on index numbers is diverse and melst There are at least two
alternatives to the usual non-parametric indicesc@ammon in the literature. These are the
principal component (PC) analysis and factor amal{lSA) which can be also used in the
computation of an index for the Lisbon proc&sShe basic idea with these methods is to
combine several variables into a smaller set oepethdent variables without loosing the
essential information from the original data. Thtise issue first was how to combine
different indicators related to the Lisbon procede asingle measure of its progress. In this
study, we adopt the factor analysis approach. Sime¢wo methods in normalized form give
principal component scores with unit variance, we anly the factor analysis results in the
analysis of the Lisbon process.

Factor analysis is a multivariate technique fornexeang relationships within a set of
interrelated quantitative variables or a commontdiac The common factors are not
observable and assumed by construction to be imdepe from each other. The explanatory
variables or indicators, which are related to eattler, are combined within a single common
factor. The correlation between the explanatoryabées is explained by the common factors,
while the remaining variance of a variable is htited to a unique factor. The factors are
derived in such a way that each maximizes the pe&age of total variance attributed to each
of the successive factors. The greater the varisheee of the variables explained by the
common factors, the better is the fit of the factoodel and the more accurate is the
composite index and the rank of countries.

Given a dataset with j numeric variables or indicsit at most p factor components
can be computed, each being a linear combinatidheobriginal indicators with coefficients
equal to the eigenvectors of the correlation of tbgariance matrix. Mathematically the

factor model is written asSée also Andersen and Herbertsson, 2003
(2) Y“ = AJpo, + B] E]'

whereYj; is a jxn matrix of the measure of the centeredaydeij for countryi in periodt,

X piis the pxj matrix of the value of the common fastfor each country estimatef; is jxn

matrix of the unique factor, the coefficiedts are a matrix of jxp weights called factor

loadings, representing weights attached to theamgbbry variables and are in proportion of

the cross-country variance of the variable thabslained by the factor angl; is a vector of

nx1 weights of the unique factor.
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The estimated factor scores can be used to rankcdl@tries according to the
respective factors. In our case, the factor scaresised to rank the countries with respect to
the Lisbon process, i.e. a relative measure ofntleenber countries progress. The factor
components are sorted according to the descenddey of the Eigenvalue, which are equal
to the variance of the components. Unlike in aiti@dhl least squares estimation method
case, where the vertical distance to the fitted Isxminimized, here the sum of the squared
residuals is measured as distances from the poittiet first principal axis. We require the
model to extract only one factor — the Lisbon facto

The method of principal component analysis wasimaigd by Pearson (1901) and
further developed by Hotelling (1933), The methaslwe already stated, has been employed
in many areas including the computation of an emrmental index (Kang, 2002) and in the
computation of a simple globalization index usingde and financial openness by Agénor
(2003), Heshmati and Oh (2007) used the methodtier computation of a Lisbon
Development Strategy Index.

Each of the parametric and non-parametric (weightath-weighted) indices has their
own advantages and disadvantages. In this study, dhe used to measure the state of the
Lisbon process among the countries of the EU ardwtbrld system and attribute it to the
possible underlying sources of progress (or “dsVvef growth, as modern Western growth
theory increasingly calls them). To this end, wedhctor-analyse the independent variables
of the model, requiring the model to extract eigdngs which are greater than the number 2.

The Global Lisbon Process (GLP), combining the tgraent performance of all the
variables, is corresponding to the following eqorati

(3) CLP=a+ i Xy + foXyi +.ot B Xji + &

wherea is the interceptp is a vector of unknown parameters to be estimatési,an error
term, andX a vector of] indicator of progress for country The vectorX includes: the first
part of the curvilinear function of development dgvthe second part of the curvilinear
function of development level, % women in governinati levels; % world population; 2000
Economic Freedom Score; Absolute latitude; Annugdypation growth rate, 1975-2005 (%);
comparative price levels (US=1.00); foreign savingse; FPZ (free production zones)
employment as % of total population; Membershipthie Islamic Conference; military
expenditures per GDP; military personnel rate InP@41); MNC outward investments
(stock) per GDP; MNC PEN - stock of Inward FDI ggbP; MNC PEN: DYN MNC PEN
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1995-2005; Openness-Index, 1990 (export-share peP G import-share per GDP);
population density; public education expenditure@BP;and the UNDP education index.

GLI = is a single principal component, was finadlytracted from the following 27

variables, whose factor loadings indicated a singbsitive development process

1. Avoiding a high infant mortality 2005

Avoiding a high quintile share income
difference between richest and poorest
20%

Avoiding a high total unemployment

rate of immigrants (both sexes)

4. Avoiding a high unemployment rate

5. Avoiding civil and Political Liberties

10.
11.
12.

13.

violations

Closing economic gender gap

Closing educational gender gap
Closing health and survivial gender
gap

Closing of global gender gap overall
score 2009

Closing political gender gap

Corruption avoidance measure

Country share in top world 500
Universities
Democracy measure

The main multiple regression results

14.

15.

16.

17.

18.
19.
20.
21.
22.

23.
24,
25.
26.
27.

Economic growth in real terms pc. per
annum, 1990-2005

Environmental
(EPI)

ESI-Index Environment Sustainability

Performance Index

Index (Yale Columbia)

Female survival probability of
surviving to age 65 female

Gender empowerment index value
Global tolerance index
Happy life years

Happy Planet Index, HPI
Human development

value 2004

index (HDI)

Life Expectancy (years)

Life Satisfaction (0-10)

Per capita world class universities
Rule of law

Tertiary enrollment

First of all, we present the adjusted R"2, the degof freedom according to the SPSS output

(the number of observations is the number 1 plasdggrees of freedom), the F-tests and the

error probabilities of the 36 equations. Only tly@aion, explaining net exports of ecological

footprint, is not significant, while all the oth&5 equations are passing well the test of

statistical significance.

Table 1: The predictive power of the models
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dependent variable adj R"2 df F p entire
equation
1 Human Development Index (UNDP) 91,9 87 50,160 0.00
2 Corruption avoidance measure 84,0 g7 23,820 .000
3 Low ecological Footprint 83,0 82 21,073 .000
4 Gender empowerment measure 83,0 56 14,649 .000
5 Closing the educational gender gap 77,8 83 15,580 .000
6 Low infant mortality rate 77,3 87 15,845 .000
7 Environment Performance Index 76,7 88 14,634 .000
8 Low Carbon emissions per capita 76,4 86 14,909 00 .0
9 Rule of law 73,3 87 12,961 .000
10 | Low civil and political liberties violations 7B, 87 12,840 .000
11 | Tertiary enroliment 73,0 80 11,816 .000
12 Happy Life Years 70,6 82 10,866 .000
13 | Global tolerance index 70,3 48 6,685 .000
14 | Crisis performance Index (factor analytical) 170, 84 10,869 .000
15 Democracy Measure 67,0 8( 9,129 .000
16 | Closing the Gender Gap 66,6 88 9,290 .000
17 | Life satisfaction 65,8 82 8,903 .000
18 | Life Expectancy 64,9 82 8,572 .000
19 Per capita world class universities 63,0 g7 B,39 .000
20 | Female survival at age 65 60,7 8y 7,707 .000
21 | Closing the economic gender gap 60,2 83 7,288 00 .0
22 | Economic Growth 2009 58,3 85 6,936 .000
23 | ESI Index (Environment Sustanability Index) 51,11 79 5,125 .000
24 | Economic Growth 2010 49,6 85 5,185 .000
25 | Low carbon emissions per million US dollars 48,7 86 5,089 .000
GDP
26 | Economic Growth 1990-2005 47,8 86 4,941 .000
27 | Closing the health gender gap 46,5 83 4,604 .000
28 | Low quintile ratio inequality top 20% bottom 445 74 3,967 .000
20%
29 | Total low unemployment rates, immigrants 39,9 g7 3,888 .000
30 Low unemployment 35,7 81 3,250 .000
31 | Closing the political gender gap 334 88 3,084 000.
32 | Country share in top 500 world universities 33,1 87 3,151 .000
33 | Happy Planet Index 30,1 82 2,767 .001
34 | Low disaster risk in the world system [In (numpe 29,7 84 2,774 .000
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of people killed by natural disasters per year+1)]

35 | Labour force participation rate of migrants tbot 25,1 87 2,458 .003
sexes)

36 | Low net exports of ecological footprint gha pef 11,1 80 1,499 116
person

It seems to be important to recall here what Haikitnand Bornschier (2003) correctly
emphasized at the time of writing their article:

Following the initial studies from 1975, many othexsearchers who also distrusted the
supposedly beneficial effects of TNCs began testihgir assumptions by means of
gquantitative cross-national research as well. Desgmme minor quarrels on specific findings
they all came to the same empirical conclusion—y tgain found that TNC presence retards
development. Accordingly, the school or paradigmsthauthors represent is usually termed
the “critical” school. This name may be misleadittthugh. Since the early scholars mainly
theorized power relations and conflicting interestswould be more correct to call them
“realists.” Not believing in the classical formubacording to which “capital is capital,” they
insisted that the institutional sources of capiéad the corresponding interests matter.
Explicitly or implicitly, these researchers wereetpioneers of the renewal of economic
sociology within the framework of the political wdreconomy. According to this critical, or
realistic, school, the basic problem with TNCs iorld development is that two different
institutional agendas collide: the agenda of glaagiital accumulation followed by the system
of TNCs on the one hand and the agenda of natioeetls of development on the other.
(Herkenrath and Bornschier, 2003)

However, it is the Kalecki/Schumpeter dimensiontloé process of monopolization and
stagnation, which, in our view, makes the diffeentt is not the different institutional
agendas, which collide, and cause stagnation. @adadly, Dutch investments in Belgium and
Belgian investments in the Netherlands do not cags&uch harm to long-term development
of the host countries as dominant and monopoliBlitch and Belgian investments in
Indonesia or Zaire.

Herkenrath and Bornschier think that the agendaglobal capital accumulation
followed by the system of TNCs is on the one hamj the agenda of national needs of
development on the other. But the following sigrafit positive development effects clearly

contradict this neo-Listean, economic nationahgtipretation:
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Scheme 1: results contradicting the hypothesis thatvo different institutional agendas

collide: the agenda of global capital accumulatiofollowed by the system of TNCs on the

one hand and the agenda of national needs of devetoent on the other

Variable with a positive

Dependent variable

Size of the

influence standardized
effect
Foreign savings rate Country share in top 500 world universities 0,308
low net exports of ecological footprint gha perguar 0,306
Economic Growth 2009 0,237
Closing the health gender gap 0,215
Crisis performance Index (factor analytical) 0,174
FPZ (free production zones) Economic Growth 2009 0,215
employment as % of total
population
Happy Planet Index 0,191
Happy Life Years 0,138
Life satisfaction 0,133
MNC PEN - stock of Inward Economic Growth 1990-2005 0,195
FDI per GDP
Openness-Index, 1990 (export-| low net exports of ecological footprint gha pergmer 0,398
share per GDP + import-share
per GDP)
Economic Growth 1990-2005 0,373
Economic Growth 2010 0,305
Closing the economic gender gap 0,295
low disaster risk in the world system [In (numbépeople killed by 0,280
natural disasters per year+1)]
low Carbon emissions per capita 0,207
MNC PEN: DYN MNC PEN low quintile ratio inequality top 20% bottom 20% 0,230

1995-2005

We think that thenonoplization and market saturati@spect of Kalecki’'s and Schumpeter’s

theory, together with an emphasis on the worldesgsposition, in which MNC penetration

takes place, far better captures the real caussmghation, associated with MNC penetration

and its dynamics over time.

First of all,economic freedopwhich is a core neoliberal predictor, indeedoisustly

associated with development success, and on tlee loimd, it is onlyaging monopoly power,
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which is associated with stagnation and inequalityaddition,passive globalizatiomandlow

comparative price levelare a leading cause for stagnation, maldeveloparahinequality.

Scheme 2: The dynamism brought about by economicdedom

Variable with a positive Dependent variable Size of the
influence standardized
effect

2000 Economic Freedom Score Low carbon emissions per million US dollars GDP 0,423
Low disaster risk in the world system [In (humbépeople killed by 0,305
natural disasters per year+1)]
ESI Index (Environment Sustanability Index) 0,284
Low unemployment 0,269
Economic Growth 1990-2005 0,237
Rule of law 0,231
Tertiary enroliment 0,167

From this perspective, we now present the mainltsesd our essay in a more coherent
fashion.Needless to say that all effects are measuréckteris paribus”, and independent
of the effects of all the other predictors in ourmvestigation
We will start our short explanation of the sigréfit main results of this study by first
presenting the most obvious, i.e. the significaffiects of development level i.e.
“modernization” (In GDP per capita) and “maturity” émodernity” (In GDP per capita"2).
Let us start first by analyzing the immediate andifive effects of “modernization”:

¢ Closing the educational gender gap
e Environment Performance Index

¢ Female survival at age 65

o Happy Life Years

e Happy Planet Index

¢ Human Development Index (UNDP)
o Life Expectancy

o Life satisfaction

e Low Carbon emissions per capita

e Low ecological Footprint
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e Low infant mortality rate

These are the indicators, where economic growthhemost immediate and positive effects.
The pessimistic views of the modernization processprominent in the early writings of
Huntington, however receive a qualified supporthmnegativeand significant effects of the
modernization process. These phenomena suffer dhdeonslaught” of the modernization

process:

e Corruption avoidance measure

e Country share in top 500 world universities

e Low carbon emissions per million US dollars GDP

o Low disaster risk in the world system [In (numbérpeople killed by natural disasters per
year+1)]

e Low quintile ratio inequality top 20% bottom 20%

e Low unemployment

o Per capita world class universities

As Nobel Laureate Simon Kuznets foresaw corredthgre is a crisis of modernization,
manifesting itself with rising inequalities, assateid also with rising corruption, a lowering of
the level of the Universities, rising environmensaéiains from CO2-emissions and disaster
risk, and rising unemployment. These significanpdtiieses support the thesis that there are
several and very powerful processes at work, whintkerline the dark and negative sides of
the modernization process. Only at mature stagegwdlopment, in the phasembdernity,

the followingpositive effects set in:

e Corruption avoidance measure

e Country share in top 500 world universities

e Low carbon emissions per million US dollars GDP

o Low disaster risk in the world system [In (hnumbérpeople killed by natural disasters per
year+1)]

e Low quintile ratio inequality top 20% bottom 20%

o Per capita world class universities

However, there are also very powerful forces atkwathich are revealed by tmegativeand

significant effects of modernity. They imply veryrang forces ofsocial and ecological
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decay at work in the most industrialized countries of the woslgstem, indicating rising
gender disempowerment, a lowering of the envirortalgrerformance, lower survival rates,
less happiness and live satisfaction, more carlmisstons and ecological footprint, and —

finally — higher infant mortality rates. These #ne darkest sides of capitalist modernity:

o Closing the educational gender gap
e Environment Performance Index

¢ Female survival at age 65

e Happy Planet Index

¢ Human Development Index (UNDP)
o Life Expectancy

e Life satisfaction

e Low Carbon emissions per capita

e Low ecological Footprint

e Low infant mortality rate

Our ceteris paribusOLS multiple regression research design has ttwheacan better grasp
the importance of free markets under such conditié&s a shock to certain sectors in the the
social science profession, very critical of the dwant neo-liberal paradigm in economics, the

key neo-liberal explanatory variabéeonomic freedomhas only the following significant

positive effectsand not a single negative effect on our 36 chosery broad indicators of

development

e Economic Growth 1990-2005

¢ ESI Index (Environment Sustanability Index)

e Low carbon emissions per million US dollars GDP

o Low disaster risk in the world system [In (hnumbérpeople killed by natural disasters per
year+1)]

e Low unemployment

e Rule of law

e Tertiary enrollment

This result suggests the importance of the strattor if you wish “CEPALISTA”, classic
strain of dependency theory in the tradition ofd’eh and Sunkel against the more radical

versions of dependency theory in the tradition arikist political economy thereafter. The
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early “structuralist” classics never were againstrkets, but only showed the importance of
unequal power relationships, which blocked the tgraent of the countries of the semi-
periphery and periphery. Dependency and world systeesearch oriented development
theory also often overlooks tledfects of geographyso well known to econometricians, on
the development process. To simply overlook gedgrap inadmissible; econometrics does
not commit such an error, while quantitative sogalence often does. In our case, we

selected the key indicattabsolute latitude” as the decisive variable.

Thepositive significant effects of latitude on the developmeprtdcess are:

e Closing the Gender Gap
o Closing the political gender gap

¢ ESI Index (Environment Sustanability Index)

These variables are the “comparative societal adgas” of the “North” and the “far South”
with its temperate climate zones in the global aystHowever, the following significant

negativeeffects hold as well:

e Closing the health gender gap

e Country share in top 500 world universities

e Economic Growth 2009

e Labour force participation rate of migrants (boéxes)

e low carbon emissions per million US dollars GDP

In an age of shrinking populations in many indadlyiadvanced countries of the North and
the “far South” of the global system, it would decaabsolutely unacceptable to exclude the
demographic procesdrom the horizon of our theories. We start ourlgsia of the effects of
the demographic process by looking at the sigmftidzeta-weights of the variabtannual

population_growth rate”, 1975-2005 (%)”. Annual population growth has flodowing

significantpositive effect:

¢ Closing the educational gender gap

The negative significant effects of annual population growtlndicating the logic of neo-

Malthusianism, are:
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¢ Closing the economic gender gap

e Closing the health gender gap

¢ |low civil and political liberties violations

¢ low quintile ratio inequality top 20% bottom 20%
e rule of law

o tertiary enroliment

The next predictor in our list of demographic vhles is the indicatofcountry population

as % of world population”, reflecting thedemographic weight and the market sizeof a

nation in world society. The undoubtalgesitive effects of a large demographic base in the

current phase of global capitalist world developtaee:

e Country share in top 500 world universities
e Crisis performance Index (factor analytical)
e Economic Growth 1990-2005

e Economic Growth 2009

e Economic Growth 2010

However, there are alspnegative significant effects, favouring the smaller statesthe

international system:

o Closing the educational gender gap

e Closing the health gender gap

e Democracy Measure

e Environment Performance Index

¢ ESI Index (Environment Sustanability Index)

e |ow carbon emissions per million US dollars GDP

¢ low civil and political liberties violations

Next, we also look at the effects of the factorgplation density”. Thepositive significant

effects ofpopulation density are

e Democracy Measure
e Happy Planet Index

e low ecological Footprint
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However, population density not only has theseethmeentioned blessings. Tmegative
significant effects of population density are:

o Closing the health gender gap
e ESI Index (Environment Sustanability Index)
o |low disaster risk in the world system [In (numbérpeople killed by natural disasters per

year+1)]

The next building block in our explanatory variable the proper consideration of the effects
of feminism and gender empowerment on a global scale. We btlaesen to use here the

variable“women in government, all levels (in %)” because it is far better available than the

UNDP’s famous “gender empowerment index” and ibalkearly reflects a feminist change
of the overall power structure of a nation not la¢ tlevel of ministerial posts in the
government, but also at the lower, top bureauctatiels. Theclear blessingsof the feminist

changes in the last decades were:

e Closing the economic gender gap

¢ Closing the Gender Gap

e Corruption avoidance measure

e Country share in top 500 world universities
e Gender empowerment measure

e per capita world class universities

However, under the constraints of the “fordist” italgst model, we are confronted with the

following negativesignificant trade-offs of feminism in power as ivel

¢ |low ecological Footprint

¢ low net exports of ecological footprint gha perguer

Potentially controversial as our presentation @& dffects demography, economic freedom,
feminism, and geography are our results altmuwhan capital formation. We have chosen
here two indicators, public education expendituee NP for the government input side and

the UNDP education index for the “output” side loé thuman capital formation process. The
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positive and beneficial effects gdublic education expenditureon the development process

are:

e Corruption avoidance measure

o low disaster risk in the world system [In (numbérpeople killed by natural disasters per
year+1)]

e per capita world class universities

e rule of law

There are, however, also quibegative effectsof the public education effort, supporting
those voices, which are in favour of privatizingueation, especially in advanced industrial
countries. In addition, there seems to be a pmtiyng crowding-out mechanism to be in
place between the public education expendituretefio the part of national governments and
the efficiency of the health sector:

e Democracy Measure

o female survival at age 65

¢ Human Development Index (UNDP)
o Life Expectancy

e low infant mortality rate

e |ow unemployment

Equally surprising, th&JNDP_education index.ceteris paribusgdoes not have only a positive

balance sheet. This finding will be perhaps asroeetsial as the one, referred to above,
about the effects of public education expenditurEise positive effects of the UNDP

education index on the development process are:

e Closing the educational gender gap
e Environment Performance Index
e Human Development Index (UNDP)

e tertiary enroliment

However, these positive effects have to be cormdaby the followingnegative impactson

the development process:
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e Corruption avoidance measure

e Economic Growth 1990-2005

e Economic Growth 2010

e |ow carbon emissions per million US dollars GDP
¢ low civil and political liberties violations

e rule of law

Development theory is also well advised to take dtiterent effects of state strength, and
indirectly, the military sector, into account. We will deal with different aspect$
“Keynesianism” and state strength in the next abragtiere, we would like to draw, first of
all, a clear distinction between capital intensmiitarization, manifesting itself in the share
of military expenditures per GDP, and log-transfedmmilitary personnel rates, reflecting the
level of world political threats a society is fagjras well as the societal traditions of conscript

armies. The predictable and only significgmusitive effect of military expenditures per

GDP on the development process is:

o low disaster risk in the world system [In (numbérpeople killed by natural disasters per

year+1)]

This effect is mainly due to the fact that militead societies are much better prepared to react
to natural desasters than societies with an undeded military apparatus. Supporting the
expectactions of the critics of high military expéares, there are the following clear

negative effectf high military expenditures, especially on demamy and the environment:

e Democracy Measure

e Environment Performance Index

e ESI Index (Environment Sustanability Index)

e Happy Planet Index

e |ow Carbon emissions per capita

e |ow carbon emissions per million US dollars GDP

e low ecological Footprint

High military _personnel rates have the following significanpositive effects on the

development process:
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o Crisis performance Index (factor analytical)
e Economic Growth 2009

e Economic Growth 2010

e per capita world class universities

o tertiary enroliment

By contrast, the followingegative effectsof high military personnel rates hold:

e Closing the economic gender gap
¢ Closing the educational gender gap
e Closing the Gender Gap

¢ low civil and political liberties violations

Ever since the writings of Huntington on the subjétslam” received a large share of the
global social science debate. But this debate amgly a qualititative one, and in contrast to
econometrics, there was hardly any hard-core evelenade available. The overlooking of
this factor in much of the published quantitatiaeial science literature on the subject of
MNC penetration and other drivers and blockadeslefelopment performance is all too
evident. Membership in_the Organization of the Islamic_Confeence however has the

following significant angpositive effects:

e Country share in top 500 world universities
o Crisis performance Index (factor analytical)
e Economic Growth 2009

e low quintile ratio inequality top 20% bottom 20%

TheAchilles heelsof today’s Muslim countries are:

e Closing the economic gender gap

e Closing the educational gender gap
¢ Closing the Gender Gap

¢ Closing the political gender gap

e Democracy Measure

e Gender empowerment measure

e Global tolerance index
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¢ low civil and political liberties violations
e low unemployment

¢ total low unemployment rates, immigrants

In the following, we will now analyze theffects of globalizationon the socio-economic

development process. First of all, we analyze tihne-lagged effects of world economic

opennessCeteris paribuswe can observe the following significgmbsitive effects, largely

vindicating the neo-liberal approach to econommagh and the environment:

e Closing the economic gender gap

e Economic Growth 1990-2005

e Economic Growth 2010

e low Carbon emissions per capita

o |low disaster risk in the world system [In (numbérpeople killed by natural disasters per
year+1)]

o low net exports of ecological footprint gha perguer

However, it also has to be stated that there arddifowing significant time-laggedegative

effects of world economic openness:

e Country share in top 500 world universities
e Economic Growth 2009

e Happy Life Years

o Happy Planet Index

¢ Human Development Index (UNDP)

e Life satisfaction

e per capita world class universities

e tertiary enroliment

Secondly, our investigation clearly shows that Fatopoulos is completely right in warning
about the negative effects of pushing downwardsctimeparative price levels of countries. It
is unequal exchange and low comparative price $ewehich decides on very relevant social
indicators, and not so much MNC penetration andnitvements over time, when directly
compared with the effects of comparative price leaad the other relevant variables. There

areno positive and quite robust and powerfaégative effectsof alow comparative price
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level on the following development indicators, showingaia that recent apprehensions

against a policy of low comparative price levels gustified (Kohler/Tausch, 2003):

¢ female survival at age 65

e Happy Life Years

e Human Development Index (UNDP)
o Life Expectancy

e Life satisfaction

Free production zonesand foreign savings can be part and parcel of a strategy of
“successfully seizing the chance”, and only pdstialonfirming, partially contradicting
Froebel/Heinrichs and Kreye (1980) with their potidin about the effects of the unfettered
rise of the model of “export processing zones”,eesgdly in China and Southeast Asia.
Export Processing Zones (EPZ), which account fanes@0 percent of the merchandise
exports of countries like China, and are a rele¥actor in 130 countries of the world, now
globally employing 66 million people, do not unifioly contribute to the stagnation and the
pauperization of the host countries concerned. Addspendency thinking on foreign savings,
championed by Paul Israel Singer, has to be redtatad in a decisive way. There are clear
positive and clear negative effects on developmegformance. Thepositive, rather

Keynesian effectof foreign savingsare:

e Closing the health gender gap

e Country share in top 500 world universities
o Crisis performance Index (factor analytical)
e Economic Growth 2009

¢ low net exports of ecological footprint gha perguer

On thenegativeside, and correctly implied by Paul Israel Singes,find the following

significant effects:

¢ low ecological Footprint
¢ low quintile ratio inequality top 20% bottom 20%

e |ow unemployment
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For Froebel/Heinrichs/Kreye, it was unthinkabletttize “export_processing zones’have

positive effects beyond the sphere of capitalisuawlation and economic growth. However,
the followingpositive effectsdo hold, supporting rather a neo-liberal readihgvents:

e Economic Growth 2009
e Happy Life Years
o Happy Planet Index

e Life satisfaction

On thenegative balance sheetve find the following effects:

e Environment Performance Index
e |ow Carbon emissions per capita
o |ow disaster risk in the world system [In (numbé&people killed by natural disasters per

year+1)]

Once going back to the roots of quantitative depang and world systems literature of the
last decades, we nowadays have to distinguishlgléatween the three main features of
penetration of host countries byransnational corporations. First, we are confronted by the
effects ofMNC penetration proper, i.e. MNC PEN - stock of Inward FDI per GBRowing
the monopolistic control of the markets by foretggmsnationals. Secondly, we must analyze
the effects of the increases of this MNC penetnatiger time, i.e. MNC PEN: DYN MNC
PEN 1995-2005. Classic quantitative dependencyryhieathe tradition of the early writings
of Bornschier expected that first of all, DYN MNG/rthmizes the host countries. But in
addition, we have to be aware of the fact that Mpkhetration will lead to especially
negative long term consequences, when the hosttrgodoes not have a transnational
corporate power-base of its own transnationalsgestimg in turn in other foreign countries.
Such an absence of MNC headquarter status in tls¢ ¢auntries will have, classic
dependendency theory argues, very negative socetalequences. The mutual penetration
of, say, Dutch companies in Belgium, and Belgiampanies in the Netherlands, will be
clearly the “normal case” in highly developed coigd, especially in today’s European
Union, which we have to distinguish from the effeaf Dutch MNC penetration in, say,
Suriname, and Belgian MNC penetration in Zaire/Q@onthis is all because “MNCs” from
Suriname or Zaire/Congo will hardly be existent, done penetrate the economy of their

former colonizing countries! Headquarter status @mdabsence is best measured by low
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MNC outward investments (stock) per Gw MNC headqguarter status hasno positive

effectsand the followinghegative effecton socio-economic development:

e Crisis performance Index (factor analytical)
e Economic Growth 2009
e Economic Growth 2010

e per capita world class universities

MNC Penetration was at the center of the vast empirical dependeneynted research

literature in the major international social sciepournals. By mid 2009, an analysis, based
on Reutters/Thomson ISI Web of Science, revealed #28 major international studies
guoted the path-breaking empirical dependency amlgy Galtung, 1971, which links
dependency measured by trade partner concentiatibthe concentration of export products
to the inequality of income distribution. Furthef ihajor international studies were based on
the Sunkel essay, 1973, which is more directlydthko the concept of MNC penetration than
the Galtung essay, 1971. Galtung, 1971 and Sudk&3, in turn must be regarded as the
catalyst essays for the two follow-up pioneeringmfitative dependency studies, authored by
Chase Dunn, 1975 [which had in turn 213 follow-updges], and Rubinson, 1976 [which
yielded 170 follow-up studies in the major socialesce journals of the world to date].
Bornschier/Chase-Dunn/Rubinson, based on Chase;Di89%b, and Rubinson, 1976, later
became the most important study in the field, syste&zing research based on the concept of
MNC penetration. This essay initiated 185 followstpdies, while Bornschier/Ballmer-Cao,
devoted to the issue of economic inequality asrseguence of MNC penetration, originated
74 follow-up studies. Later tests of the Bornscligpotheses could nothing but support and
refine the original argument, independently of thgearch design, for different indicators and
different time periods and different samples arftedént methods (see inter alia Beer, 1999;
Bornschier, 1982, 2002; Dutt, 1997; Heshmati, 2Q00&bntor, 1998; Klitgaard R. and
Fedderke J., 1995; Tausch, 2003; Tausch and Prb@@3; Tsai 1995, just to mention a few
samples from this vast literature). Compared te thassive scientific attention over the last
decades, the effects are not as impressive, asnagie think when the effects of the other

important variables are being controlled for. Tidygositive effectof MNC penetration is:

e Economic Growth 1990-2005

Thenegative effectof MNC penetration are:
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e Economic Growth 2010

¢ low quintile ratio inequality top 20% bottom 20%

Increases of MNC penetration over tifi2YN MNC PEN) will have the followingpositive

effect on development:

¢ low quintile ratio inequality top 20% bottom 20%

There will be the followinghegative effects on development

¢ Closing the economic gender gap

e Economic Growth 1990-2005

e Economic Growth 2010

e |ow Carbon emissions per capita

e |ow carbon emissions per million US dollars GDP
e rule of law

Table 2 gives the final overview of the resultglo$ work:
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Table 2: An overview of the main regression results vested power interests and

monopolies block development

independent variable | dependent variable Beta errop dependency
theory, world
systems theory|
and
globalization
critical
theories expect
the folliwing
effect
2000 Economic Low carbon emissions per million US dollars GO 0,423 0,002 negative effect
Freedom Score
Low disaster risk in the world system [In (humbel 0,305 0,064
of people killed by natural disasters per year+1)]
ESI Index (Environment Sustanability Index) 0,284 0,043
Low unemployment 0,269 0,081
Economic Growth 1990-2005 0,237 0,080
Rule of law 0,231 0,018
Tertiary enrollment 0,167 0,099
Absolute latitude Closing the political gender gap 0,445 0,023 no particular
effect
ESI Index (Environment Sustanability Index) 0,322 ,070
Closing the Gender Gap 0,261 0,058
Low carbon emissions per million US dollars GOP 317, 0,064
Closing the health gender gap -0,346 0,04
Economic Growth 2009 -0,358 0,022
Labour force participation rate of migrants (both| -0,372 0,069
sexes)
Country share in top 500 world universities -0,438 0,027
Annual population Closing the educational gender gap 0,288 0,01 no particular
growth rate, 1975-2005 effect
(%)
Rule of law -0,242 0,063
Closing the economic gender gap -0,280 0,079
Low civil and political liberties violations -0,291 0,027
Closing the health gender gap -0,334 0,07
Tertiary enroliment -0,345 0,013
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Low quintile ratio inequality top 20% bottom 20% ,486 0,025
Low disaster risk in the world system [In (humber -0,584 0,007
of people killed by natural disasters per year+1)]
country population as | Economic Growth 1990-2005 0,536 0,000 no particular
% of world population effect
Country share in top 500 world universities 0,383 ,000
Crisis performance Index (factor analytical) 0,376 0,000
Economic Growth 2010 0,333 0,000
Economic Growth 2009 0,285 0,001
Closing the educational gender gap -0,138 0,025
Low civil and political liberties violations -0,142 0,030
Environment Performance Index -0,152 0,014
ESI Index (Environment Sustanability Index) -0,161 0,084
Low carbon emissions per million US dollars GOP 182 0,046
Democracy Measure -0,185 0,017
Closing the health gender gap -0,592 0,000
foreign savings rate Country share in top 500 world universities 0,308 0,010 negative effect
Low net exports of ecological footprint gha per 0,306 0,054
person
Economic Growth 2009 0,237 0,015
Closing the health gender gap 0,215 0,050
Crisis performance Index (factor analytical) 0,174 0,035
Low ecological Footprint -0,115 0,085
Low quintile ratio inequality top 20% bottom 209 -0,275 0,019
Low unemployment -0,393 0,002
FPZ (free production | Economic Growth 2009 0,215 0,031 negative effect
zones) employment as
% of total population
Happy Planet Index 0,191 0,090
Happy Life Years 0,138 0,060
Life satisfaction 0,133 0,091
Environment Performance Index -0,111 0,085
Low disaster risk in the world system [In (humbel -0,281 0,012
of people killed by natural disasters per year+1)]
Low Carbon emissions per capita -0,337 0,000
In GDP per capita Happy Planet Index 8,714 0,000| no particular
effect
Closing the educational gender gap 5,621 0,040
Low infant mortality rate 5,362 0,000
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Environment Performance Index 5,158 0,00(
Low ecological Footprint 4,052 0,000
Female survival at age 65 3,880 0,014
Life satisfaction 3,659 0,011
Low carbon emissions per capita 3,467 0,00
Life Expectancy 3,357 0,021
Human Development Index (UNDP) 3,019 0,00d
Happy Life Years 2,860 0,031
Corruption avoidance measure -2,616 0,00
Low unemployment -3,306 0,094
Per capita world class universities -3,466 0,01
Low quintile ratio inequality top 20% bottom 20% ,088 0,056
Low carbon emissions per million US dollars GOP 864 0,006
Low disaster risk in the world system [In (humbefr -5,864 0,005
of people killed by natural disasters per year+1)]
Country share in top 500 world universities -6,649 0,001

In GDP per capita #2 | Country share in top 500 world universities 7,435 ,000 no particular

effect

Low disaster risk in the world system [In (humber 5,701 0,008
of people killed by natural disasters per year+1)]
Low carbon emissions per million US dollars GOP 631 0,005
Low quintile ratio inequality top 20% bottom 20% 880 0,084
Per capita world class universities 3,519 0,02
Corruption avoidance measure 3,283 0,00
Human Development Index (UNDP) -2,348 0,001
Life Expectancy -2,627 0,083
Life satisfaction -3,021 0,044
Female survival at age 65 -3,277 0,034
Low carbon emissions per capita -4,043 0,00
Environment Performance Index -4,697 0,00(
Low ecological Footprint -4,773 0,000
Low infant mortality rate -4,831 0,000
Closing the educational gender gap -5,158 0,00
Happy Planet Index -8,598 0,000

low comparative price | Human Development Index (UNDP) -0,161 0,031 negative effect

levels (US=1.00)
Life Expectancy -0,293 0,078
Female survival at age 65 -0,299 0,067
Happy Life Years -0,347 0,024
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Life satisfaction -0,367 0,026
low MNC outward Economic Growth 2009 -0,222 0,035 negative effect
investments (stock) per
GDP

Economic Growth 2010 -0,240 0,038

Crisis performance Index (factor analytical) -0,255 0,005

Per capita world class universities -0,382 0,000
Membership in the Low quintile ratio inequality top 20% bottom 209 4P9 0,004 no particular
Islamic Conference effect or

positive effect

Economic Growth 2009 0,367 0,003

Country share in top 500 world universities 0,36¢ ,010

Crisis performance Index (factor analytical) 0,293 0,005

Low unemployment -0,266 0,072

Closing the political gender gap -0,279 0,071

Low civil and political liberties violations -0,323 0,001

Closing the educational gender gap -0,346 0,000

Gender empowerment measure -0,384 0,001

Total low unemployment rates, immigrants -0,386 0,008

Closing the economic gender gap -0,410 0,001

Global tolerance index -0,415 0,013

Closing the Gender Gap -0,433 0,000

Democracy Measure -0,531 0,000
military expenditures | Low disaster risk in the world system [In (numbe 0,205 0,084 | negative effect
per GDP of people killed by natural disasters per year+1)]

Environment Performance Index -0,185 0,008

Democracy Measure -0,221 0,010

Low ecological Footprint -0,222 0,000

Low carbon emissions per million US dollars GO  -0,243 0,017

Happy Planet Index -0,274 0,024

ESI Index (Environment Sustanability Index) -0,303 0,004

Low carbon emissions per capita -0,326 0,000
military personnel rate | Per capita world class universities 0,258 0,005 negative effect
In (MPR+1)

Crisis performance Index (factor analytical) 0,219 0,009

Economic Growth 2010 0,209 0,049

Economic Growth 2009 0,185 0,055

Tertiary enrollment 0,150 0,059

Closing the educational gender gap -0,140 0,055
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Closing the economic gender gap -0,165 0,091
Closing the Gender Gap -0,201 0,026
Low civil and political liberties violations -0,208 0,007
MNC PEN - stock of | Economic Growth 1990-2005 0,195 0,073 Long-term
Inward FDI per GDP negative effect
Economic Growth 2010 -0,219 0,041
Low quintile ratio inequality top 20% bottom 209 -0,219 0,090
MNC PEN: DYN MNC | Low quintile ratio inequality top 20% bottom 209 0,230 0,050 Short-term
PEN 1995-2005 positive effect
Low carbon emissions per capita -0,159 0,048
Closing the economic gender gap -0,168 0,095
Rule of law -0,185 0,025
Economic Growth 1990-2005 -0,233 0,044
Low carbon emissions per million US dollars GO  -0,250 0,036
Economic Growth 2010 -0,270 0,025
Openness-Index, 1990 | Low net exports of ecological footprint gha per 0,398 0,055 negative effect
(export-share per GDP | person
+ import-share per
GDP)
Economic Growth 1990-2005 0,373 0,012
Economic Growth 2010 0,305 0,041
Closing the economic gender gap 0,295 0,023
Low disaster risk in the world system [In (humbe 0,280 0,077
of people killed by natural disasters per year+1)]
Low carbon emissions per capita 0,207 0,037
Human Development Index (UNDP) -0,096 0,095
Happy Life Years -0,211 0,053
Life satisfaction -0,236 0,045
Economic Growth 2009 -0,300 0,028
Happy Planet Index -0,303 0,071
Tertiary enroliment -0,357 0,001
Per capita world class universities -0,381 0,002
Country share in top 500 world universities -0,421 0,012
population density Happy Planet Index 0,182 0,090| no particular
effect
Democracy Measure 0,150 0,045
Low ecological Footprint 0,136 0,011
Low disaster risk in the world system [In (humbefr -0,212 0,046
of people killed by natural disasters per year+1)]
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ESI Index (Environment Sustanability Index) -0,258 0,007
Closing the health gender gap -0,267 0,006
public education Per capita world class universities 0,230 0,01] postive effect
expenditure per GNP
Low disaster risk in the world system [In (humber 0,230 0,067
of people killed by natural disasters per year+1)]
Rule of law 0,211 0,006
Corruption avoidance measure 0,156 0,009
Human Development Index (UNDP) -0,115 0,007
Low infant mortality rate -0,136 0,052
Democracy Measure -0,164 0,084
Life Expectancy -0,198 0,028
Female survival at age 65 -0,257 0,006
Low unemployment -0,305 0,019
UNDP education index | Closing the educational gender gap 0,439 0,00 postive effect
Tertiary enroliment 0,266 0,008
Environment Performance Index 0,204 0,031
Human Development Index (UNDP) 0,152 0,005
Low civil and political liberties violations -0,179 0,066
Rule of law -0,183 0,060
Low carbon emissions per million US dollars GO  -0,228 0,093
Economic Growth 2010 -0,246 0,074
Corruption avoidance measure -0,287 0,000
Economic Growth 1990-2005 -0,390 0,004
- Closing the economic gender gap 0,287 0,003 -
Closing the Gender Gap 0,243 0,006
Country share in top 500 world universities 0,239 0,049
Gender empowerment measure 0,211 0,010
Per capita world class universities 0,167 0,064
Corruption avoidance measure 0,109 0,065
Low ecological Footprint -0,122 0,049
Low net exports of ecological footprint gha per -0,274 0,073
person

Factor analytical results about the global Lisbon ompetition

Now it is time to arrive at some more generalizedspectives on our results. To this end, we

also ran a standard SPSS orthogonal factor analgsist the Lisbon process. Predictably, the
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United Nations Human Development Index again enseagea unique master variable for an

overall best assessment of the development perfarenaf a country:

Table 3a: The Global Lisbon Index — a 27 variable mdel, based on principal component

analysis — the loadings on the component

Global Lisbon Development Index

Human development index (HDI) value | VAR00042 0,894
2004

Happy life years VAR00040 0,884
Environmental Performance Index (EPI) VAR0003% @,83
Life Expectancy (years) VAR00045 0,836
Life Satisfaction (0-10) VAR00046 0,832
Tertiary enrollment VAR00051 0,809
Corruption avoidance measure VARO00027Y 0,800
Female survival probability of surviving to | VAR00037 0,793
age 65 female

Rule of law VARO00050 0,751
Per capita world class universities VAR00048 0,676
Closing of global gender gap overall scorq VAR00025 0,648
2009

Closing educational gender gap VAR00028 0,596
ESI-Index Environment Sustainability Indgy/AR00036 0,593
(Yale Columbia)

Democracy measure VARO00030 0,586
Gender empowerment index value VAR00038 0,558
Global tolerance index VAR00039 0,556
Closing political gender gap VAR00026 0,487
Country share in top world 500 Universities VAR0802 0,360
Closing economic gender gap VAR0002? 0,329
Happy Planet Index, HPI VAR00041 0,326
Closing health and survivial gender gap VAR00024 260,
Economic growth in real terms pc. per VAR00034 0,247
annum, 1990-2005

Unemployment rate VAR00053 -0,144
Quintile share income difference between| VAR00049 -0,202
richest and poorest 20%

Total unemployment rate of immigrants | VAR00052 -0,542

(both sexes)
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Civil and Political Liberties violations VARO00021 0,684

Infant mortality 2005 VAR00043 -0,814

Note: we specified that only one factor should k&raeted. Mean substitution of missing values.

40,402% of total variance is explained.

The results for a Global Lisbon Index are the follng. Especially the poorer EU-27
countries are ranked very low on the global Lislsoale, while the Scandinavian countries

and the Netherlands head the international league:

Table 3c: The Global Lisbon Index — a 27 variable mdel, based on principal component

analysis — the country results

Global Lisbon Factor Rank
Sweden 2,5950 1
Finland 2,5229 2
Norway 24777 3
New Zealand 2,2123 4
Iceland 2,1004 5
Denmark 2,0598 6
United States 2,0593 7
Switzerland 2,0185
Canada 1,9871 9
Netherlands 1,9525 10
Australia 1,9026 11
Ireland 1,8785 12
Austria 1,8638 13
United Kingdom 1,8168 14
Germany 1,7647 15
Belgium 1,5631 16
Spain 1,5614 17
France 1,5418 18
Israel 1,3415 19
Costa Rica 1,2632 20
Japan 1,2437 21
Italy 1,1832 22
Slovenia 1,1735 23
Portugal 1,0709 24
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Chile 0,9369 25
Luxembourg 0,9363 26
Greece 0,8878 27
Latvia 0,8794 28
Argentina 0,8600 29
Uruguay 0,8457 30
Panama 0,8049 31
Poland 0,7967 32
Cyprus 0,7875 33
Estonia 0,7540 34
Lithuania 0,7458 35
Singapore 0,7415 36
Hong Kong, China (SAR) 0,7243 37
Hungary 0,7213 38
Czech Republic 0,7155 39
Barbados 0,6747 40
Croatia 0,6419 41
Slovakia 0,5389 42
Bahamas 0,4846 43
Mexico 0,4659 44
Malta 0,4519 45
Brazil 0,4452 46
Colombia 0,4104 47
Dominican Republic 0,3994 48
Bulgaria 0,3989 49
Cuba 0,3831 50
Trinidad and Tobago 0,3671 51
Ecuador 0,3669 52
Thailand 0,3604 53
Malaysia 0,3493 54
Peru 0,3444 55
Jamaica 0,3281 56
Korea (Republic of) 0,3166 57
Philippines 0,3165 58
Dominica 0,3154 59
Belize 0,2992 60
Nicaragua 0,2871 61
Saint Lucia 0,2750 62
Saint Kitts and Nevis 0,2675 63
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Sri Lanka 0,2458 64
Antigua and Barbuda 0,2404 65
Venezuela (Bolivarian Republic of) 0,2142 66
El Salvador 0,2040 67
Mauritius 0,2038 68
Suriname 0,1999 69
Cape Verde 0,1691 70
Guyana 0,1404 71
Saint Vincent and the Grenadines 0,1309 V2
Romania 0,1309 73
Paraguay 0,1308 74
Belarus 0,1245 75
Russian Federation 0,1228 76
Fiji 0,1184 77
Grenada 0,1181 78
Seychelles 0,1051 79
Honduras 0,0985 80
Bahrain 0,0931 81
Albania 0,0765 82
Mongolia 0,0513 83
Samoa 0,0419 84
Kuwait 0,0251 85
Timor-Leste 0,0181 86
Macedonia (TFYR) 0,0032 87
Moldova 0,0018 88
Brunei Darussalam -0,0211 89
Sao Tome and Principe -0,0382 90
China -0,0585 91
Guatemala -0,0664 92
Tunisia -0,0911 93
United Arab Emirates -0,0954 94
Ukraine -0,0984 95
Bolivia -0,1129 96
Viet Nam -0,1195 97
Bosnia and Herzegovina -0,1294 98
South Africa -0,1534 99
Vanuatu -0,1599 100
Lebanon -0,1747 101
Libyan Arab Jamabhiriya -0,1759 10p
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Oman -0,1821 103
Jordan -0,1966 104
Bhutan -0,2095 105
Maldives -0,2300 106
Armenia -0,2766 107
Lesotho -0,2897 108
Kazakhstan -0,2982 109
Indonesia -0,2998 110
Papua New Guinea -0,3327 111
Qatar -0,3409 112
Saudi Arabia -0,3507 113
Solomon Islands -0,3539 114
Kyrgyzstan -0,3658 115
Gabon -0,4236 116
Syrian Arab Republic -0,4416 11y
Namibia -0,4914 118
Georgia -0,4931 119
Lao People's Democratic Republic -0,4932 120
Egypt -0,5272 121
Iran (Islamic Republic of) -0,5430 12p
Eritrea -0,5536 123
India -0,5648 124
Uzbekistan -0,5720 125
Ghana -0,6012 126
Turkey -0,6219 127
Algeria -0,6219 128
Morocco -0,6262 129
Comoros -0,6309 130
Nepal -0,6377 131
Gambia -0,6525 132
Equatorial Guinea -0,6529 138
Myanmar -0,6647 134
Botswana -0,6652 135
Tajikistan -0,6948 136
Turkmenistan -0,7612 137
Azerbaijan -0,7633 138
Senegal -0,7866 139
Madagascar -0,8526 140
Swaziland -0,8752 141
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Céte d'lvoire -0,9206 142
Bangladesh -0,9553 143
Guinea-Bissau -0,9678 144
Uganda -1,0460 145
Haiti -1,0477 146
Cambodia -1,0552 147
Djibouti -1,0633 148
Malawi -1,1158 149
Congo -1,1190 150
Mauritania -1,1658 151
Mozambique -1,1683 152
Pakistan -1,1695 153
Kenya -1,1879 154
Tanzania (United Republic of) -1,1905 1585
Sudan -1,2200 156
Togo -1,2321 157
Guinea -1,2638 158
Benin -1,4715 159
Zambia -1,4858 160
Central African Republic -1,4952 161
Niger -1,5064 162
Ethiopia -1,5084 163
Cameroon -1,5249 164
Rwanda -1,5316 165
Burkina Faso -1,5483 166
Nigeria -1,5619 167
Mali -1,5722 168
Congo (Democratic Republic of the) -1,5880 169
Burundi -1,7065 170
Yemen -1,7218 171
Zimbabwe -1,7353 172
Sierra Leone -1,8167 173
Angola -1,8398 174
Chad -1,8526 175

Interestingly enough, the factor analysis of theinm&ndependent variables of our

investigation also confirms the importance of higititary outlays and low comparative price

levels among the 20 independent variables of ouwtaino
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Table 4: Orthogonal standard SPSS factor analysisféhe 20 main explanatory variables)

Currennt EU-policies, defined by thd structural Lisbon indicators (lowering comparative price levels)andincreasing military spending

(article 43 of the Lisbon treaty, now in force) amarked in blue colours)

XX XX development MNC militarization | foreign | public education| FPZ (free
level penetration savings expenditure production
rate zones)
% women in government, all levels VAR00001 0,333 ,152 -0,565 0,109 0,344 -0,120
% world population VAR00002 -0,086 -0,207 0,007 -0,464 -0,433 0,235
2000 Economic Freedom Score VAR00003 0,685 0,115 0040, -0,276 0,145 -0,171
Absolute latitude VAR00004 0,594 -0,464 0,136 0,112 -0,199 0,069
Annual population growth rate, 1975-2005 (%) VARO0B0 -0,611 0,348 0,381 -0,136 0,319 -0,163
foreign savings rate VAR00007 -0,321 0,104 -0,234 0,628 -0,235 -0,093
FPZ (free production zones) employment as % of tota VAR00008 0,128 0,273 0,305 -0,15(Q 0,297 0,708
population
In GDP per capita VAR00009 0,918 -0,143 0,187 -0,043 0,011 -0,010
In GDP per capita "2 VAR00010 0,923 -0,141 0,186 -0,059 0,016 -0,031
Membership in the Islamic Conference VAR00011 -0,44 0,167 0,551 0,014 0,118 -0,048
military personnel rate In (MPR+1) VAR00013 0,429 0,053
MNC outward investments (stock) per GDP VAR00014 54Q, 0,416 -0,080 -0,310 -0,026 -0,275
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MNC PEN - stock of Inward FDI per GDP VARO001p 28 0,700 -0,218 0,051 0,061 -0,064
MNC PEN: DYN MNC PEN 1995-2005 VARO0001¢6 0,442 0,465 -0,182 0,317 -0,355 0,005
Openness-Index, 1990 (export-share per GDP + ingbante VAR00017 0,418 0,608 0,010 0,291 0,166 0,302
per GDP)

population density VARO00018 0,316 0,661 0,008 -0,227 -0,323 -0,046
public education expenditure per GNP VAR00019 0,364 -0,176 -0,148 0,333 0,515 0,085
UNDP education index VARO00020 0,750 -0,233 0,041 0,158 -0,113 0,221
Note: we specified that only factors, whose Eigéunwas greater than 2.0 should be extracted. Mabstgution of missing values
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The dependency-oriented and world systems theaoented conclusions of Chapter 4 of this
essay are again confirmed, this time by the faetoalytical model. MNC penetration,

militarization and a heavy reliance on foreign sgei block the Lisbon performance in a

significant way:

Table 5: Multiple regression results about how théhe combined predicting factors

extracted from the main 20 variables of our invesgiation explain the single Lisbon

process, based on 27 variables

B Standard Beta t Error p
error

1| (Constant) 0,000 0,031 0,000 1,000

development | REGR factor 0,871 0,031 0,871 28,201 0,000
level score 1 for
analysis 1

MNC REGR factor -0,268 0,031 -0,268 -8,676 0,000
penetration |score 2 for
analysis 1

militarization | REGR factor -0,069 0,031 -0,069 -2,223 0,028
score 3 for
analysis 1

foreign REGR factor -0,060 0,031 -0,060 -1,936 0,055
savings rate |score 4 for
analysis 1

public REGR factor 0,004 0,031 0,004 0,114 0,909
education score 5 for
expenditure |analysis 1

FPZ REGR factor -0,024 0,031 -0,024 -0,771 0,442
score 6 for
analysis 1

Perspectives and conclusions

A thorough re-thinking of basic premises of poliogking in Europe is thus necessary. The
Swedish EU-Presidency in its non-paper on the p0%0 Lisbon strategy proposed that the
EU and the Member States should focus on and defivtbe following areas in 2010-2020:
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e Promoting external and internal openness, soundoettion and a well-functioning single
market.

¢ Ensuring macroeconomic stability and sustainabldipdfinances.

¢ Making full use of the labor supply potential andfifling the target of full employment,
while strengthening social cohesion.

e Promoting investment in human capital and research.

e Creating an eco-efficient business society andavipg the innovation and business climate.

¢ Developing a sustainable energy supply and curtlingate impact

Our analysis, by contrast, showed that the ultrarlll strategy of opening markets is not the
solution, but very much part of the problem of tBeropeanmalaise Fernando Henrique

Cardoso was absolutely right in predicting thedwaiing processes to happen:

o There is a financial and technological penetratigrnthe developed capitalist centers of the
countries of the periphery and semi-periphery,

o This produces an unbalanced economic structure ‘ittin the peripheral societies and
between them and the centers,

e This leads to limitations on self-sustained groimtthe periphery,

e This favors the appearance of specific patterrdasis relations, and

o These require modifications in the role of theestat guarantee both the functioning of the
economy and the political articulation of a societyhich contains, within itself, foci of

inarticulateness and structural imbalance (Cardb3a9).

Lowering comparative international price levels part and parcel of the 14 main structural
EU-Commission Lisbon indicators, negatively andabbt affects the development balance of
countries. Also, the often-hailed beneficial efedf foreign capital penetration do not
materialize, or materialize completeky. As cornggitedicted by the dependency literature in
the tradition of Osvaldo Sunkel, social polarizatdramatically increases by a development
model, based on a very high foreign capital petietra

Our preliminary recommendation to the policy makeuld be thus tancrease

+ Economic Freedom Score
+ foreign savings rate
+ country population as % of world population

+ women in government, all levels (in %)

Alternatives: Turkish Journal of International Retms, Vol. 9, No. 1, Spring 2010 59



+ military personnel rate In (MPR+1)
+ population density
+ FPZ (free production zones) employment as % of pmpulation

+ UNDP education index

Certainly, the following options under current wbgystemic conditions are not a strategy of

ascent in the global system:

+ low comparative price levels (US=1.00)

+ military expenditures per GDP

+ Membership in the Islamic Conference

+ Annual population growth rate, 1975-2005 (%)

+ low MNC outward investments (stock) per GDP

+ Absolute latitude

+ Openness-Index, 1990 (export-share per GDP + inghante per GDP)
+ public education expenditure per GNP

+ MNC PEN: DYN MNC PEN 1995-2005

+ MNC PEN - stock of Inward FDI per GDP

There are some historical considerations that rbestaken into account as well, which
strongly speak in favor of our quantitative anaygresented in this essay. Europe is not
engaged in the first Lisbon race of its kind tocbatip with America. Much of the 19
Century and the first half of the ®@entury witnessed a European dechiea-visthe US,
and only the post-war period after 1945 saw aixdatiosing of the gap, that began to widen
again after 1973.

Andre Gunder Frank has implied for a long time thatope’s quest has to be seen in
the larger perspective of Asia’s re-ascent in tioeldvsystem. The United Nations Economic
Commission for Latin America, ECLAC/CEPAL, in itagh-breaking essd¥slobalizacion y
desarrollo” (2002}° provided estimates that dramatically support sachiew that stresses
the simultaneousness of the ascent of Asia fron18#®s onwards with the decline of Europe
after 1973 in the world system.

One further important consequence of this analgsibe re-discovery of the issue of
European industrial policy in the framework of aheywise relatively free economy, which
determines in the end the coefficients of MNC peatein. Thus the old critical questions
addressed in the direction of neo-classical thdmyysuch economists as Celso Furtado,
Michal Kalecki, Gunnar Myrdal, Francois Perroux,uR&rebisch, Paul Rosenstein-Rodan,
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Kurt Rothschild, Dudley Seers, Hans Singer andrstban be taken up anew. De-regulation
helps, but it helps the dominant center to main&d even increase its leading position, and
certainly not the technologically and politicallyeaker nations of the periphery and semi-
periphery. So, it is French former EU-Commissioedritent Jacques Delors (1992) and not
economics Nobel laureate Prof. Krugman, who se@rsave gained the upper hand in the
debate started by Professor Paul Krugman FKoreign Affairs in 1994
(http://www.foreignaffairs.org/19940301faessay509lpgkrugman/competitiveness-a-

dangerous-obsession.himl

In our opinion, European policy-making finally stdulare to take the globalization-
critical organizations of “civil society” serious(8Brand, 2005; Brand and Raza, 2003; Brand
et al, 2000; Brancet al, 2001), According to our analysis, industrial pglis thesine quaof
a real European answer to United States Keynesudralgpower strategy that always put the

well-being of the US transnational corporation ahebideology.
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Appendix 1: The sources for the cross-national dateollection

All the variables are contained in:

http://www.hichemkaroui.com/?p=1317

This data set combines the most up-to-date datgodralization and gender relations (combining
these with data from the World Values Survey). dataset in EXCEL format is freely available and
draws on the following sources:

Variable Source

% women in government, all levels UNDP HDR 2000

http://hdr.undp.org/xmisearch/reportSearch?y=*&ctg&k=

% world population calculated from UNDP Human Deyghent Report Office
http://hdr.undp.org/en/statistics/data/

2000 Economic Freedom Score Heritage Foundatigr/fttvw. heritage.org/Index/

Absolute latitude Easterly, William, New York Unisity — Stern School of

Business, Department of Economics, May 2000 “Thddié
Class Consensus and Economic Development”, WorttkBa
Policy Research Working Paper No. 2346, available a
http://papers.ssrn.com/sol3/papers.cfm?abstracd 3id#18.
Data in EXCEL-format still retrievable best fromigoogle”
search, entering the words “easterly POLRIGHT S98ha site
of the http://www.cgdev.org/. The address of the & given as
www.cgdev.org/doc/.../easterly/easterly _consensusdsata
Alternatively, a “google search” using the searoffife words

“easterly _consensusdata.xls” also yields the dgtta s

Annual population growth rate, 1975-2005 calculated from UNDP Human Development Report @ffic
(%) http://hdr.undp.org/en/statistics/data/

Budget surpluses or budget deficits per GPP  WoddBGlobal Development Network Growth Data Base,
Government Finance
http://econ.worldbank.org/WBSITE/EXTERNAL/EXTDEC/H
XTRESEARCH/0,,contentMDK:20701055~pagePK:64214825
~piPK:64214943~theSitePK:469382,00.html

Carbon emissions per capita ESI Yale Columbia Index

http://sedac.ciesin.columbia.edu/es/esi/

Carbon emissions per million US dollars | ESI Yale Columbia Index

GDP http://sedac.ciesin.columbia.edu/es/esi/

Civil and political liberties violations ESI Yaledlimbia Index
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http://sedac.ciesin.columbia.edu/es/esi/

Closing economic gender gap

World Economic Foruob@l Gender Gap Report

http://www.weforum.org/en/Communities/Women%20Leaad

e

%20and%20Gender%20Parity/GenderGapNetwork/index.htm

Closing educational gender gap

World Economic Fo@lobal Gender Gap Report

http://www.weforum.org/en/Communities/Women%20Leaad

e

%20and%20Gender%20Parity/GenderGapNetwork/index.hitm

Closing health and survivial gender gap

World EcpizoForum Global Gender Gap Report

http://www.weforum.org/en/Communities/Women%20Leaad

e

%20and%20Gender%20Parity/GenderGapNetwork/index.htm

Closing of global gender gap overall score
2009

World Economic Forum Global Gender Gap Report

http://www.weforum.org/en/Communities/Women%20Leaad

e

%20and%20Gender%20Parity/GenderGapNetwork/index.htm

Closing political gender gap

World Economic Forutolial Gender Gap Report

http://www.weforum.org/en/Communities/Women%20Leaad

e

%20and%20Gender%20Parity/GenderGapNetwork/index.htm

Comparative price levels (US=1.00)

calculated fldDP (GDP curr/GDP PPP) UNDP Human
Development Report Office
http://hdr.undp.org/en/statistics/data/

Corruption avoidance measure

ESI Yale Columbiaxnde

http://sedac.ciesin.columbia.edu/es/esi/

Country benefitting (+) or suffering (-) fronpGernot Kohler and Arno Tausch (2000), 'Global Kesyamism.

unequal exchange (Kohler

operationalization) (per GDP)

Unequal Exchange and Global Exploitation' Huntimgtby :

Nova Science Publishers

Country share in top world 500 Universitie

s Univgref Shanghai http://www.arwu.org/

Crisis performance Index

calculated from IMF andMN IMF prognosis April 2009.
The index compares economic growth 1990-2005 to@nic
growth in the slump 2009 (residuals from the lin@&IS
regression) and the predicted recovery in 2011 ewatpto the
predicted slum in 2010 (again residuals from thedr OLS
regression). Additional components of the factalcal
weightings for the crisis performance factor aredictions of
economic growth, 2009, and 2010.

Cyclones - average number of tropical

cyclones per year

http://www.undp.org/cpr/disred/rdr.htm

Democracy measure

ESI Yale Columbia Index

http://sedac.ciesin.columbia.edu/es/esi/

Droughts - average number of droughts p

year

ehttp://www.undp.org/cpr/disred/rdr.htm

Earthquakes - average number of

http://www.undpcerédisred/rdr.htm
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earthquakes per year

Ecological footprint (g ha /cap)

Happy Planet Indesbsite
http://www.happyplanetindex.org/learn/download-negaml

Economic growth IMF prediction growth
rate in 2009

IMF http://www.imf.org/external/datamapper/indexph

Economic growth IMF prediction growth
rate in 2010

IMF http://www.imf.org/external/datamapper/indexyph

Economic growth in real terms pc. per
annum, 1990-2005

UNDP Human Development Report Office
http://hdr.undp.org/en/statistics/data/

Environmental Performance Index (EPI)

EPI Yale @dia Index http://epi.yale.edu/Home

ESI-Index Environment Sustainability Indg
(Yale Columbia)

¥ ale/Columbia ESI Index (Environment Sustanabilitgiex)

website http://sedac.ciesin.columbia.edu/es/esi/

Ethnic linguistic franctionalization ELF85

Philippoeder, Dep Political Science, University of Catifia,
San Diego http://weber.ucsd.edu/~proeder/elf.htm

Female survival probability of surviving to

age 65 female

calculated from UNDP Human Development Report @ffic
http://hdr.undp.org/en/statistics/data/

Foreign savings rate

UNDP HDR 2000
http://hdr.undp.org/xmisearch/reportSearch?y=*&ctg&k=

FPZ (free production zones) employment

% of total population

pealculated from ILO
http://www.ilo.org/public/english/dialogue/secttimes/epz/g
pz-db.pdf

Gender empowerment index value

UNDP Human DevelopiReport Office
http://hdr.undp.org/en/statistics/data/

Global tolerance index

calculated from World Val$svey
http://www.worldvaluessurvey.org/
Documented in A. Tausch, with M. Moaddel (2009)haY 1.3
Billion Muslims Really Think’ Hauppauge, NY: Novaignce

Publishers

GOV EXPENDITURE (B.I; OR C.II; OR
C.IIl + C.IV) (% of GDP) 1995

World Bank Global Development Network Growth DatasB,
Government Finance
http://econ.worldbank.org/WBSITE/EXTERNAL/EXTDEC/H

XTRESEARCH/0,,contentMDK:20701055~pagePK:642144§
~piPK:64214943~theSitePK:469382,00.html

HLY (Happy Life Years) Happy Planet Index website
http://www.happyplanetindex.org/learn/download-negaml

HPI (Happy Planet Index) Happy Planet Index website
http://www.happyplanetindex.org/learn/download-negaml

Human development index (HDI) value | UNDP Human Development Report Office

2004 http://hdr.undp.org/en/statistics/data/

Immigration - Share of population 2005 (%) UNDP HRE09
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http://hdr.undp.org/xmisearch/reportSearch?y=*&ctg&k=

Infant mortality 2005

UNDP Human Development Reoifice
http://hdr.undp.org/en/statistics/data/

Labour force participation rate of migrants

(both sexes)

UNDP HDR 2009
http://hdr.undp.org/xmisearch/reportSearch?y=*&ctg&k=

Life Expectancy (years)

Happy Planet Index website

http://www.happyplanetindex.org/learn/download-negaml

Life Satisfaction (0-10)

Happy Planet Index website

http://www.happyplanetindex.org/learn/download-negaml

In (humber of people killed by natural

disasters per year+1)

http://www.undp.org/cpr/disred/rdr.htm

In GDP per capita

UNDP HDR 2000
http://hdr.undp.org/xmisearch/reportSearch?y=*&ctg&k=

In GDP per capita "2

UNDP HDR 2000
http://hdr.undp.org/xmisearch/reportSearch?y=*&ctg&k=

Membership in the Islamic Conference

OIC http://weie-oci.org/

Military expenditures per GDP

UNDP Human Developtrieeport Office
http://hdr.undp.org/en/statistics/data/

Military personnel rate In (MPR+1)

US CIA https:itmw.cia.gov/library/publications/the-world-

factbook/geos/us.html

MNC outward investments (stock) per GD

P UNCTAD
http://www.unctad.org/sections/dite_dir/docs/wirZOthstock |
gdp_en.xls. In addition:
http://www.unctad.org/sections/dite_dir/docs/wirZOthstock_|
gdp_en.xls. Furthermore
http://www.unctad.org/sections/dite_dir/docs/wirZOthstock_|
gdp_en.xls. In addition
http://www.unctad.org/Templates/Page.asp?intlten3T88&I
ang=1 and http://www.unctad.org/en/docs/wir2008p@hand
http://www.unctad.org/Templates/Page.asp?intlten3D &I
ang=1

MNC PEN - stock of Inward FDI per GDP

UNCTAD
http://www.unctad.org/sections/dite_dir/docs/wirZOthstock_|
gdp_en.xls. In addition:
http://www.unctad.org/sections/dite_dir/docs/wirZOthstock_|
gdp_en.xls. Furthermore
http://www.unctad.org/sections/dite_dir/docs/wirZOthstock_|
gdp_en.xls. In addition
http://www.unctad.org/Templates/Page.asp?intlten3T88&I
ang=1 and http://www.unctad.org/en/docs/wir2008p@hand
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http://www.unctad.org/Templates/Page.asp?intlten3D &I
ang=1

MNC PEN: DYN MNC PEN 1995-2005

UNCTAD
http://www.unctad.org/sections/dite_dir/docs/wirZOthstock_|
gdp_en.xls. In addition:
http://www.unctad.org/sections/dite_dir/docs/wirZOthstock |
gdp_en.xls. Furthermore
http://www.unctad.org/sections/dite_dir/docs/wirZOthstock_|
gdp_en.xls. In addition
http://www.unctad.org/Templates/Page.asp?intlten3T88&I
ang=1 and http://www.unctad.org/en/docs/wir2008p@hand
http://www.unctad.org/Templates/Page.asp?intlten3D &I
ang=1

Muslim population share per total populat

ddationmaster Sydney http://www.nationmaster.congipghp

Net exports of ecological footprint gha per

person

Global footprint network at
http://www.footprintnetwork.org/images/uploads/Eagical_F
ootprint_Atlas_2009.pdf

Net international migration rate, 2005-201,

0 UNDPRIR0O09
http://hdr.undp.org/xmisearch/reportSearch?y=*&ctg&k=

Openness-Index, 1990 (export-share per
GDP + import-share per GDP)

calculated from UNDP Human Development Report @ffic

http://hdr.undp.org/en/statistics/data/

Per capita world class universities

Calculated fthendata of this work

Population density

https://www.cia.gov/library/pigiattions/the-world-factbook/

Public education expenditure per GNP

UNDP Humandimment Report Office
http://hdr.undp.org/en/statistics/data/

Quintile share income difference between

richest and poorest 20%

UNDP Human Development Report Office
http://hdr.undp.org/en/statistics/data/

Rule of law

Yale/Columbia ESI Index (Environmentsgnability Index)

website

Social security expenditure per GDP aver
1990s (ILO)

At http://www-ilo-
mirror.cornell.edu/public/english/protection/soc¢fasearch/stg
t/table14.htm

TAXES ON INCOME, PROFITS, &
CAPITAL GAINS (A1) (% of GDP)1995

World Bank Global Development Network Growth DatasB,
Government Finance
http://econ.worldbank.org/WBSITE/EXTERNAL/EXTDEC/H

XTRESEARCH/0,,contentMDK:20701055~pagePK:642144§
~piPK:64214943~theSitePK:469382,00.html
Tertiary emigration rate UNDP HDR 2009
http://hdr.undp.org/xmisearch/reportSearch?y=*&ctg&k=
Tertiary enrollment Nationmaster Sydney http://wwationmaster.com/index.php
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Total unemployment rate of immigrants | UNDP HDR 2009
(both sexes) http://hdr.undp.org/xmisearch/reportSearch?y=*&ctg&k=

UNDP education index UNDP Human Development Re@dfite
http://hdr.undp.org/en/statistics/data/

Unemployment rate United Nations Statistics
http://unstats.un.org/unsd/Demographic/Productsisiienemp

loyment.htm

Worker remittance inflows as % of GDP UNDP HDR 2009
http://hdr.undp.org/xmisearch/reportSearch?y=*&ctg&k=

Years of membership in the EU United States Depantraf State
http://www.state.gov/r/pa/ei/bgn/
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NOTES

" Adjunct Professor of Political Science at Innshriuniversity, Austria, Arno.Tausch@uibk.ac.at.
Opinions expressed by Dr. Tausch in this contridyutire exclusively those expressed in his capacity
as adjunct professor at Austrian Universities aodchadt or do not necessarily reflect the opinions of
the Austrian government. The author would likehtarntk Ulrich Brand and Almas Heshmati for their

discussions and inputs on the research programme.

! Eco-efficient Growth in the Age of GlobalisatiodBwedish non-paper on the Lisbon Strategy post-
2010, Stockholm, 2009

2 http://www.guardian.co.uk/world/2004/apr/28/eu.fiosi5

3

Available freely on the Internet at
http://epp.eurostat.ec.europa.eu/portal/page/gsmattural_indicators/indicators/short_list For a
short survey of the Lisbon process, see difip://www.euractiv.com/Article?tcmuri=tcm:29-11751
16&type=LinksDossier

4 http://epp.eurostat.cec.eu.int/portal/page? paddig3,1403427,1133 1403432& dad=
portal& schema=PORTAL

® For a neo-classical critique of this concept dee ¥otopoulos, 1996, and Yotopoulos and Sawada,
2005. From the viewpoint of neo-dependency thees KKohler/Tausch, 2003. It is interesting how
little debate on this politically binding concepiss in Europe.

® The Commission maintaining that a low value ofdatbrs 7-14 is a good result.
" For a selection of such studies see: Mandelba®45)] and Rosenstein-Rodan (1964)

8 See especially: “Corporatism and Change: AusBveifzerland and the Politics of Industry” (Ithaca:
Cornell University Press, 1984; paperback editi®B87t Spanish translation 1987), In that context, it
is worthwhile to analyze the top 30 “globalizerslcarding to Dollar and Kraay. We showed in a
recent book (Tausch and Ghymers, 2007) the resfikerting their original data with the EXCEL
“sort” routine. It seems that except for the casdscommunist Bulgaria in the 1980s and
postcommunist Belarus, and the then Crown ColonggHgong, all other “top globalizers” support
rather Katzenstein’s small state theory and notlddohnd Kraay's own interpretation. The top
globalizers according to Kraay and associates phaddetical order are (at given years in their
development history): Austria, Bulgaria, Belarusyit3erland, Denmark, Estonia, Hong Kong,
Ireland, Saint Lucia, Luxemburg, Netherlands, Norw@lovenia, Sweden. The top anti-globalizers
according to Kraay and associates are: Argentinayrigli, Bangladesh, Brazil, China, Ethiopia, India,
South Korea, Mozambique, Nepal, Pakistan, and Raangdiven years in their development history.

° The author gratefully acknowledges the collaboratby Prof. Aimas Heshmati on the issues of
methodology over the last years. The present Chameld have been impossible without his advice
during the last years.

10 Albania; Algeria; Angola; Antigua and Barbuda; Argina; Armenia; Australia; Austria,;
Azerbaijan; Bahamas; Bahrain; Bangladesh; BarbaBearus; Belgium; Belize; Benin; Bhutan;
Bolivia; Bosnia and Herzegovina; Botswana; BraBtunei Darussalam; Bulgaria; Burkina Faso;
Burundi; Cambodia; Cameroon; Canada; Cape Verdetr@leAfrican Republic; Chad; Chile; China;
Colombia; Comoros; Congo; Congo (Democratic Reputiithe); Costa Rica; Cote d'lvoire; Croatia;
Cuba; Cyprus; Czech Republic; Denmark; Djiboutiniiica; Dominican Republic; Ecuador; Egypt;
El Salvador; Equatorial Guinea; Eritrea; Estoni#hi@pia; Fiji; Finland; France; Gabon; Gambia;
Georgia; Germany; Ghana; Greece; Grenada; Guatpi@almea; Guinea-Bissau; Guyana; Haiti;
Honduras; Hong Kong, China (SAR); Hungary; Icelaimdtia; Indonesia; Iran (Islamic Republic of);
Ireland; Israel; Italy; Jamaica; Japan; Jordan; dkhstan; Kenya; Korea (Republic of); Kuwait;
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Kyrgyzstan; Lao People's Democratic Republic; Lattiebanon; Lesotho; Libyan Arab Jamabhiriya;
Lithuania; Luxembourg; Macedonia (TFYR); Madagastéalawi; Malaysia; Maldives; Mali; Malta;
Mauritania; Mauritius; Mexico; Moldova; Mongolia; ddocco; Mozambique; Myanmar; Namibia;
Nepal; Netherlands; New Zealand; Nicaragua; Nigdigeria; Norway; Oman; Pakistan; Panama;
Papua New Guinea; Paraguay; Peru; Philippines; nlpl@ortugal; Qatar; Romania; Russian
Federation; Rwanda; Saint Kitts and Nevis; SaintiduSaint Vincent and the Grenadines; Samoa;
Sao Tome and Principe; Saudi Arabia; Senegal; ®#l¢sh Sierra Leone; Singapore; Slovakia,;
Slovenia; Solomon Islands; South Africa; Spain; ISxhka; Sudan; Suriname; Swaziland; Sweden;
Switzerland; Syrian Arab Republic; Tajikistan; Tania (United Republic of); Thailand; Timor-Leste;
Togo; Trinidad and Tobago; Tunisia; Turkey; Turknstem; Uganda; Ukraine; United Arab Emirates;
United Kingdom; United States; Uruguay; Uzbekistdanuatu; Venezuela (Bolivarian Republic of);
Viet Nam; Yemen; Zambia; Zimbabwe.

" The results in Tausch (2008) are based on Mictd$CEL multiple regressions. The SPSS XV
regressions reported in the present study are @inocation and refinement of the earlier research
results, reported in Tausch, 2008. On the religbifiroblems of common statistical software
programs, like Microsoft EXCEL, especially whenlowarity of the predictor variables is higher (as
is the case in the present regression equatiogs)Akman and McDonald (2001), Our tests revealed
the basic validity of the argument, put forwardAlyman and McDonald, which has vast and serious
implications for the entire social science professiSPSS and Microsoft EXCEL regressions reveal,
our tests showed, the same R”"2, regression cosstamd overall F-tests, but the significance of the
predictors changes in Microsoft EXCEL regressiasdt stable, depending on the ordering of the
independent variables, while SPSS results areestabyjardless of the ordering of the independent
variables.

12 For recent surveys on the literature on the useomfiposite indices in different development
research context see also Archibugi and Coco (2@®4jpp and Mogee (2004), Heshmati (2003) and
Andersen and Herbertsson (2003).

13 http://www.eclac.cl/cgi-bin/getProd.asp?xml=/pubtmnes/xml/6/10026/P10026.xml&xsl=
[tpl/p9f.xsl&base=/MDG/tpl/top-bottom.xsl
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