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INTRODUCTION

The literature on cross-
border relations provides us
with different reasons for the
existence and development of
cross-border linkages (that is -
the connections that span an
international border); it sug-
gests that such relations may
take place because of (1) free
trade, because they are in the
interest of (2) international or-
ganizations, or (3) central states,
or (4) because regional gov-
ernments and/or cities take
cross-border initiatives. Some
authors also suggest that such
relations result from (5) local
sociological, economic, or cul-
tural elements and from (6)
geographical proximity.

Forinstance, international
relations specialist Duchacek,
focusing on the role of states
and international relations,
classifies the international ac-
tivities of non-central govern-
ments. He offers a taxonomy of
international relations of non-
central governments: (1) “glo-
bal paradiplomacy” describes
the case of a region that creates

*A list of acronyms used in this article is provided on page 40.
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and maintains a worldwide network of offices, (2) “trans-institution-
alized” relations exist when limited contacts occur between two
regions, and (3) “cross-border regionalism” describes the “interac-
tion between peripheral local and provincial, state, cantonal, or
Lander governments.”* A critique of this approach is that it does not
really pay any attention to local governments.

The last definition of cross-border regionalism is the starting
point of this study of cross-border relations, a study that primarily
focuses on local governments. Should we expect different outcomes in
two different free trade areas, namely, the North American Free Trade
Agreement (NAFTA) and the European Union (EU)? This essay
compares cross-border urban regions located on the Canadian-Ameri-
can border (Detroit/ Windsor, and Niagara) with those spanning the
borders of France and Belgium (Lille-Euroregion) and the Deutch-
German border (Enschede-Euregio).”

The argument presented in this paper is that each supra-na-
tional regime (NAFTA and the EU) imposes adjustments upon
central-local intergovernmental relations that impact greatly on local
governments. The scope and policy capacity of central states in North
Americaare reduced by market pressure without strengthening local
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authorities. In Europe, however, the intermeshing of all levels of
government weakens central-state control and enhances the power
of local governments. In cross-border regions of North America,
intra-metropolitan regional competition exists in principle, and there
are few examples of cooperation. In the EU, intra-metropolitan
regional cooperation develops in principle: networks and mecha-
nisms of governance expand across borders as a result of local
governments seeking resources and opportunities in response to
European Commission regulations and policy frameworks. In Eu-
rope there are also examples of competition due to market pressure;
however, competition between localities is not exacerbated by inte-
gration. The local government perspective is used to ask how and
why cross-border relations in both free-trade areas may differ. Com-
parative studies illustrate the importance of transnational regimes
and states; the local governments of the EU and NAFTA differ in their
institutional structures and opportunities. The European regions
(Lille and Enschede) are compared to the North American cross-
border regions the Niagara, and Detroit and Windsor; in all case
studies there are examples of cross-border cooperation initiated by
local and regional elites who have been motivated to become interna-
tional actors in response to both economic competition and economic
and (in Europe) political integration.

In the Detroit-Windsor-Niagara cross-border regions, intra-
metropolitan regional competition exists in principle, and there are
few examples of cooperation. In the EU, intra-metropolitan regional
cooperation develops in principle; networks and mechanisms of
governance expand across borders as a result of local governments
seeking resources and opportunities in response to European Com-
mission regulations and policy frameworks. There are examples of
competition due to market pressure; however, competition between
localities is not exacerbated by integration.

Furthermore, each supra-national regime imposes adjustments
upon central-local intergovernmental relations. In North America
the scope and policy capacity of central states are reduced by the
imperative of free trade and market pressures without strengthening
local authorities, whereas in Europe the intermeshing of all levels of
government weakens central-state control and enhances the power
of local governments.

The first section of this paper reviews the literature on cross-
border relations and discusses ways to re-conceptualize these rela-
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tions. Economic integration as a functionalist argument is detailed.
Then the roles of supra-national regimes and of federal, state, and
provincial levels of government are examined. The core of the paper
is divided into two sections that focus on relations of cooperation and
competition at the local government level.

II. CONCEPTUALIZING CROSS-BORDER RELATIONS

In general, the scholarship on cross-border relations suggests
that economic actors create a borderless economy. Italso suggests the
development of region states.” Another argument is that local politi-
cal and economic relations perforate borders.” Denis Maillat asserts
that a “privileged relationship” resulting from a “proximity effect,”®
itself the consequence of shared language, culture, and market prox-
imity or of commuter frontier workers, best characterizes cross-
border relations.” Another argument is that international organiza-
tions may also have an interest in cross-border linkages. For instance,
the European Commission plays an important role in encouraging
cross-border cooperation between local-level actors.” Another ex-
ample of an international agreement fostering cross-border relations
is the intergovernmental conference for the Great Lakes in North
America.” However, central states may want to control borders. This
seems to be the case in Ireland,'” France, and Mexico." Hence, cross-
border relations may cause tensions between local and central levels
of government. The international activities of non-central govern-
ments may endanger national sovereignties."

The cross-border literature also suggests that market forces
foster cross-border relations because they foster systems of func-
tional interdependency. This first functionalist view assumes that
free trade limits central states” macroeconomic control mechanisms,
which, in turn, create the conditions of enhanced trade activities
across borders. Originally, functionalist theory suggested that inter-
national regimes might result from cross-border links. For instance,
David Mitrany believes that integration results from the propagation
of communities” beliefs, values, and loyalties so that a sense of
belonging, or Gemeinschaft, develops. For functionalists like Mitrany,
a bottom-up process is central to integration because political deci-
sions imposed from above would be fragile. The sense of community
is essential because it gives sovereignty and authority to the interna-
tional organization functionally in charge of social and economic
welfare.” In The Borderless World, Ohmae suggests that free trade--
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and, particularly, cross-border, culturally homogeneous, free trade
areas-- do not follow political arrangements but, on the contrary,
emerge despite the absence of political arrangements or, in the best
scenario, precede political arrangements.™

A second functionalist assumption, however, is that competi-
tion prevails, fostering competitiveness and distrust. The literature
on urban political economy presents the competitive city paradigm.
Peterson, for instance, suggests that market forces exert a structural
constraint on local governments. In City Limits, he contends that the
overall market structure limits the policy choice of cities, states, and
central states.” Market forces naturally organize the policy responsi-
bilities of each level of government. Contrary to national politics,
Peterson explains: “Cities have very few policy options (p. 111)” ... “It
often becomes issueless politics (p. 115).” Overall, the literature on
urban political economy focuses on competitive patterns of interac-
tion of local governments. Competition and market pressure limit
local choice.

Do international organizations, central states, and local govern-
ments mediate this free trade and thereby foster or limit cross-border
relations? International organizations may have an interest in foster-
ing cross-border linkages. This is also suggested by neo-functionalist
approaches which tie integration to the rise of international organi-
zations such as those that emerged at the end of the 19th century.'
Neo-functionalist approaches also link integration to the rise of
international organizations that manage peace and economic and
social reform."” Such groups would foster integration because they
would develop and manage cross-national institutions and cross-
border programs. Haas argues, for instance, that the linkage of
functions and politics is central to an understanding of integration.'
Heexplains thatintegration results from the development of a central
body of institutions and elites that are driven together by a common
interest. Integration refers “exclusively to a process ... of increasing
interaction” of national states with a body of supra-national institu-
tions." Integration would result from functions expanding from one
policy area to another in the so-called spillover process. Spillover
increases the scope and authority of the higher central institution,
thereby reducing the power of national states.”

Local and regional actors may also try to circumvent their
dependency on central states by using powers and resources they
have gathered from relations with each other and with international
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organizations. In the case of the EU, Gary Marks proposes to analyze
intergovernmental relations in terms of a mechanism of multi-level
governance that also includes the European supra-national institu-
tions, particularly the European Commission.”' The debate on multi-
level governance includes a discussion on two types of governance:
“Type One,” where general-purpose, multi-level jurisdictions are
organized into a limited number of levels without intersecting mem-
bership; and “Type Two,” where task-specific jurisdictions with
intersecting memberships and no limits to their number interact. A
Russian doll-like legal system, which is multi-purpose, is a good
example of “Type One” multi-level governance. Specialized jurisdic-
tions such as a multitude of security agencies in the public and
private sectors best characterize “Type Two” multi-level gover-
nance.” In this study, those networks of general-purpose govern-
ments and those of task-specific organizations areassumed to emerge
across borders, encompassing private and public sector actors who
will cooperate with each other to implement projects. These net-
works would not necessarily develop into urban regimes,” but they
would lead to the co-production of cross-border policies, and coop-
eration would prevail.

Finally, despite the influence of market forces and the activism
of local and regional governments and international organizations,
national states may remain in control of their borders. Neo-realist
and intergovernmental approaches underline the role of central
governments in international relations. For instance, a body of litera-
ture on European economic and political integration also suggests
that central states are able to control integrative forces. But is this
equally the case in the European Union and in North America? Are
national governments able to sustain and manage economic and /or
political integration?

Both studies deal with cross-border metropolitan regions with
large trade flows and significant cross-border activity. They should
suggest similar imperatives of cooperation and competition. How-
ever, the respective free trade regimes are different, particularly
because of the EU institutions in Europe. There is a large body of
literature that makes a very strong case for the role of European-level
institutions as central to the organization of cooperative mechanisms
between central states and local and regional governments.** This
literature argues that central states are in retreat but the policy
capacity of local and regional authorities has grown stronger. As
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central governments progressively empowered the EU, they found
themselves caught between extremely active local and regional
governments and the European Commission. EU institutions also
play a critical role in policy implementation. In contrast, neither the
FTA nor the NAFTA regimes triggered the creation of any compre-
hensive supra-national institutions similar to those of the EU. This
literature includes the conflicting views of functionalists, neo-func-
tionalists, inter-governmentalists, and multi-level governance advo-
cates.

The evidence presented in this paper ultimately suggests that
the functionalist competitive-city paradigm best explains the link-
ages across the Detroit-Windsor-Niagara metropolitan border,
whereas in the European Union it is multi-level governance that
explicates cross-border relations between France and Belgium and
the Netherlands and Germany. The next section will compare the
degree of economic integration in North America and in Europe.

III. ECONOMIC INTEGRATION AND
INTERDEPENDENCY

Canadian manufacturing and services are integrated into a
larger economic system. Two-way trade between the United States
and Canada has grown by 1,480 percent — from $45.6 billion in 1977
to $675 billion in 2001.” Overall, 85.1 percent of all Canadian exports
go to the U.S.* Trade between the U.S. and Canada expanded rapidly
following the Free Trade Agreement (FTA) of 1988. The goal of the
1994 NAFTA was to expand trade and investment between Canada,
Mexico,and the U.S.* [t organized the implementation of the phasing
out of tariff and non-tariff barriers on originating goods and of
regulations and rules regarding business practices and settlement of
disagreements between the three countries. Since 1998, Canadian-
American-Mexican trade has been free of tariffs, and since January 1,
2003, all tariffs between the three countries have disappeared.

The province of Ontario contributed 50 percent of Canada’s
GDP in 2002 and is by far the largest trading partner of Michigan,
with 45 percent of Ontario’s exports and 30 percent of its imports
going to or coming from Michigan. Similarly, the United States is also
Ontario’s number one trading partner, with 93 percent of Ontario’s
exportsand 11 percent of its imports going to or coming from the U.S.

[n large part, the automobile sector explains those numbers; the
Auto Pact, a 1965 intergovernmental agreement, established “a lim-
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ited free-trade arrangement of indefinite duration.” Canadian manu-
facturers gained the possibility “of importing duty-free vehicles and
original equipment parts.”* Canada also won the guarantee that its
automobile production would grow 6 percent above Canadian-level
consumption over a period of three years, guaranteeing the expan-
sion of Canadian automotive industries. Throughout the 1970s and
the 1980s the Auto Pact had a tremendous impact on the economies
of Detroit and its proximate region, particularly Windsor.

Over the years, however, successive negotiations on the Auto
Pact have only reasserted the Canadian and American differences;
the 1988 FTA and the 1994 NAFTA leveled out these disagreements
by modifying the mechanisms behind the Pact. Specifically, the
incentive structures that allowed U.S. investors to come to Canada to
export to the U.S. free of duties and that protected Canadian auto and
auto parts industries disappeared.” What remains is a high level of
integration of the region.

According to Frankel, the Canadian economy is highly inte-
grated into the North American economy: a 2.06 score indicates that
the Canadian economy only needs to trade twice as much to be
perfectly integrated. Ontario scored 1.3, which means that Ontario is
almost perfectly integrated.” Courchene also points to these high
levels of economic interdependencies. Ontario, Michigan, and New
York are economically interdependent because Ontario trades three
times more with the rest of the world (ROW), 93 percent of which
goes to the U.S., than with the rest of Canada (ROC). Trade with the
ROW has increased tremendously since the FTA and NAFTA treaties
were signed. These figures are coherent with Gandhi’s argument that
56 percent of all American-Canadian merchandise consists of trade
between purchasers and sub-contractors or intra-firm trade estab-
lished on both sides of the border.” The data also strengthen the
argument about economic integration.

All of these elements lead us to believe that, due to the very high
level of exports and investments, it is reasonable to assume that the
Canadian and American economies are interdependent. It is also
reasonable to assume that the Ontario and Michigan economies are
integrated into one large economic region which depends mostly on
the automobile and related high-technology industries.

In Europe, the elimination of tariffs and tariff barriers in the EU
seems to have increased economic integration. However, the EU
Frankel scoreaverage,at4.7,is very high when compared to Canada-
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U.S. trade. The Benelux countries (Belgium and Luxembourg and the
Netherlands) rank number 1 with 1.8; Ireland number 2, with 2; the
Netherlands 3, with 2.5; France 14, with 5.7; and the UK 15, with 5.8.
Sixty-four percent of France’s imports come from EU countries and
63 percent of its exports go to EU countries. France’s first trading
partneris Germany. Some 60 percent of Dutchimports come from EU
countries and 78 percent of its exports go to EU countries.”” EU
countries buy 75.9 percent of Nord-Pas de Calais (NPC) exports and
sell 59.7 percent of their imports to the NPC.* It is important to
underline that 75 percent of all NPC trade results from the Lille
metropolitan area and the Departement du Nord.* This posits Lille
and its immediate surrounding area, the Departement du Nord, as
the number one trading area of France, with 75 percent of all NPC
trade and 6.5 percent of all French exports. The Economic Union of
Luxembourg and Belgium, however, is the first international trading
partner of the NPC region, with 18.9 percent of its imports and 16.6
percent of its exports coming from and going to the NPC. The first
trading partners of the Dutch provinces of Overjissel and Drenthe, or
the Lands of North-Westphalia and Lower-Saxony, are their mutual
countries. Lower-Saxony’s second trading partner is the rest of
Europe, with 72.5 percent of its exports and 72.6 percent of its imports
going to and coming from European countries. EU member-coun-
tries buy 55.5 percent of their exports and sell 44.2 percent of their
imports. What is remarkable, however, is that Lower-Saxony’s trade
with the Netherlands is limited to 8.7 percent of its exports and 7.9
percent of its imports. Trade with France and the U.S. is also impor-
tant to Lower-Saxony, specifically, 8.4 percent and 9.3 percent of its
exports and 7 percent and 7.3 percent of its imports, respectively.”
Similarly, 13 percent and about 20 percent, respectively, of all North-
Westphalian exports and imports are traded with the Netherlands.*

This overall picture of economic integration seems to suggest
that European and North American economicintegration are compa-
rable only on the surface. An important finding is the slow pace of
economic integration in Europe (just over 20 percent since the early
1990s), while by contrast, Canada-U.S. trade has expanded by about
1,480 percent” since the late 1970s. Another very interesting element
is the low level of economic integration of the European cross-border
regions themselves. The figures presented above show that the
European border regions trade less with each other than with their
national economies or other European countries. The two-way trade
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within the Lille-Euroregion and Enschede-Euregio does not point to
the high degree of economic integration found in North America
between Canada and the U.S., in Ontario, Michigan, and New York
and within the Niagara, Windsor, and Detroit border regions.*

The North American border region looks like what Kenichi
Ohmae callsaborderless economic region. The Niagara and Windsor-
Detroit regions exhibit high levels of imports and exports, with 93
percent of Ontario exports going to the U.S. In comparison, it is clear
that while the European cross-border regions trade with each other,
they are not economically integrated.

One central reason for these ditferent patterns of functional
interdependencies across border regions is detailed in the following
section. While the EU attempts to control economic competition and
maintain social cohesion, NAFTA fosters greater market integration
and competition. This, in turn, leads to different patterns of territorial
cooperation and competition as well as to different patterns of
development of cross-border regional relations in the EU and under
NAFTA.

The first section examines the respective roles of supranational-
level governments and those of federal, provincial, and state govern-
ments in North America and the European Union. The second section
analyses the relations of cooperation and competition in the Detroit-
Windsor-Niagara region and the Enschede Euregio and Lille
Euroregion. The evidence presented in both sections makes the case
for multi-level governance in Europe and for the functionalist com-
petitive city paradigm in North America.

IV. THE ROLES OF DIFFERENT LEVELS OF

GOVERNMENTS

A. Under NAFTA

Both the Canadian and American governments have adjusted
to the new free trade environment under NAFTA. On both sides of
the border, numerous changes have taken place. During the 1990s,
policies of budgetary equilibrium and deficit reduction were the
leitmotif. According to Conklin, the impact of NAFTA on economic
sectors, on industrial structures, on cross-border shopping, and on
the attractiveness of regions should result in greater regional dispar-
ity and enhanced economic competition among regions to attract
investments.” Drawing upon examples of the GATT and NAFTA
agreements on U.S. policy-making, Conrad Weiler argues that regu-
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latory mechanisms resulting from the agreements create a new
federal partner.*” According to Weiler, the U.S. federal administra-
tion has toimplement these international rulesand decisions, thereby
diminishing state and local government powers. New rules frame the
exercise of state and local government powers on “taxation, eco-
nomicdevelopment, procurement and regulation of services, profes-
sions, investments, insurance, banking and financial services, health,
environmental, food and product-safety standards and land trans-
portation.”*

In Canada, the signing of NAFTA and the ratification process
seem to have modified the federal-provincial division of powers.
There is no federal jurisdiction over a certain number of areas,
namely textiles and clothing, agriculture, and services. In addition,
the federal government “does not have full power to implement such
treaties.”** The Canadian government is liable and “shall ensure that
all necessary measures are taken in order to give effect”;* thus, in
Canada, federal and provincial governments are bound to cooperate
for the effective implementation of the treaty.

Both NAFTA and FTA developed a specific body of law that is
distinct from domestic law. This protects the sovereignty and legis-
lation of each country, although both the FTA and NAFTA commit
the federal level to the implementation of international decisions,
regulations, and decisions taken by international arbitration bod-
ies.* Thus provincial and state areas of responsibility also fall under
new federal and international forms of scrutiny, particularly limiting
and constraining states and provinces on “government procure-
ment, sanitary and phytosanitary standards, ... regulation of finan-
cial services, insurance, ... economic development programs, tax
systems, and land transportation regulations.”* These international
panels for dispute settlement become influential authorities that de
facto constrain the policy capacity of provincial governments. More-
over, using Articles 1103.1 and 1103.2 of Chapter 11 of NAFTA,
American companies have been suing the Canadian government for
not respecting the NAFTA clauses on most-favored-nation treat-
ment.* Most lawsuits concern Canadian environmental regulations,
arguing that they restrict American companies’ access to Canadian
markets.”” David Runnalls warns that the billion dollars of pending
lawsuits could build up, and he contends that they are a threat to the
Canadian government because federal ministries like Environment
Canada do not have the staff or resources to deal with such problems.
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All levels of government are under pressure to review their regula-
tory capacity in the face of lawsuits by powerful international corpo-
rations. * Revising Chapter 11 of NAFTA needs approval by each of
the three parties. Mexico, however, is not open to revising the treaty.

These elements suggest that since the signing of NAFTA, nei-
ther the Canadian nor the U.S. government controls free trade. Both
submit to international bodies thatarbitrate disagreements and to the
pressure of North American corporations that are expanding their
markets.

From their election in June, 1995, until their defeat in May, 2003,
the Conservative governments of Ontario claimed more than 66 tax
cuts and a province-wide reorganization of the educational system.
The past Harris and Eves’s governments cut the provincial legisla-
ture from 130 to 103 members; reduced the number of local politi-
cians by 28 percent; and cut and then eliminated the deficit ($11.3
billion in 1995). The premiers of Ontario consider their province to be
integrated into the North American economy and hence must re-
main competitive with their southern state neighbors.*

Ontario, therefore, made swiftadjustments to what policymakers
and elected officials believed was increased competition and greater
dependency on the United States and bordering U.S. states. Those
policy changes also stretched traditional relations with the ROC. The
province attempted to mediate free trade, to cut budgets, reduce the
size of its administration, and download policy responsibilities to
local governments. As a result, today the administration and partial
unding of welfare and other social services, transportation, and
bublic housing are local responsibilities.

This North American context suggests that market integration
leads to greater flows of trade and competition and to many policy
adjustments at the federal and provincial levels. Let us compare these
findings now with some European examples.

B. Under the EU

Free trade is not accompanied by strict policies of budget
equilibrium and deficit reduction in the European Union. The goal is
convergence. The Maastricht Treaty of 1992 enforced five conver-
gence criteria: first, the national debt should not be above 60 percent
of GDP; second, the budget deficit should not be higher than 3
percent of GDP; third, the long-term interest rate should be lower
than 7 percent; fourth, each country should be a member of the
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Exchange Rate Mechanism; fifth, inflation should be lower than 3.2
percent. Most countries have difficulty fulfilling all of these criteria,
and the European Commission is currently suing both Germany and
France for running budget deficits that do not respect the 3 percent
threshold.

Following the goals of the 1957 Treaty of Rome, the European
Commission manages a budget that is small when compared to the
budgets of federal states but nevertheless influences the social and
economic cohesion of the EU and accompanies the structural adjust-
ment to the current single European market. The Treaty of Rome also
organized limited competition (“the circumstances in which ‘state
aids’ may be permitted”)” and economic and social cohesion across
the European Community.”' Limited competition reduces the influ-
ence of market forces on national states and regions, while cohesive
policies attempt to limit further economicand social distortions at the
regional level. Articles 92 and 93 of the Treaty of Rome are concerned
with limiting competition, particularly the financial intervention of
member-states targeting “mobile private sector investment to a
particular location through the use of public subsidies.”*

Section 3 of Article 92 is the starting point for the regional
policies of the European Economic Commission. The commission
spends 1.27 percent of the GNP of member-states, which amounted
to 98.65 billion Euros in 2002.” The total amount for structural
measures and the European Regional Development Funds was
34,002.5 billion Euros. In 1990, as part of these regional policies, the
commission approved 1.034 billion Euros for the Community Initia-
tives programs, of which the largest is the Interreg (Inter-Region)
program fund (1.8803 billion Euros in 2002, and 4.875 billion Euros
for the 2000-06 period).™

Both of the case study cross-border regions, the Lille-Euroregion
and the Enschede-Euregio, have been eligible for and have benefitted
from the structural policies and the particularly enticing Interreg
funds. The French Nord-Pas de Calais region and bordering Western
Flanders and Wallonia in Belgium, the German County of Benthem,
the Kreis Borken, the Kreis Coesfeld, and the Kreis Steinfurt, and the
Netherlands” Achterhoek, Twente, South-East Brenthe, and North-
Eastern Overijssel have all received Interreg funds since 1990.

The Dutch-German Euregio was the earliest of all recipients of
Interreg funds and the model for the European Commission Interreg
policy.” Because Euregio institutions were already an exemplary
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model of cross-border organization, the region had no difficulty
representing its large cross-border partnership and developing am-
bitious cross-border programs. The Euregio set up an Interreg steer-
ing committee of EU representatives, German federal and state
ministers, and Dutch state and provincial officials. The steering
committee was to interact with the Euregio-Council and the Euregio-
Forum through the Euregio-Board and the Euregio-Administration.
[t is clear that the European funds had a positive impact on the
Huregio. It expanded to manage ten fields of activities. Culture,
tourism, educationand training were among its first policy domains;
the economy, transport, social affairs, environment, technology, and
daily border problems were added in the late 1980s.

Since the early 1990s, Interreg 1 funded 159 Euregio projects
which received 26 million Euros, and Interreg 2 funded 280 projects
which received 63 million Euros. From 1995 to 2000, the contribution
of the private sector was limited to about 8 percent. The EU had
contributed 38 percent of the funds for Interreg 1 and 36 percent for
Interreg 2. Similarly, in the Lille-Euroregion, Interreg 1 funded 59
projects spanning the Franco-Walloon border worth 30 million Eu-
ros, and 93 projects worth 28 million Euros on the Franco-Flemish
border. Interreg 2 expanded to 144 projects worth a total of 186
million Euros on the Walloon and the Flemish sides of the Franco-
Belgian border.” Interreg 3 is currently being implemented.™

Because of the very large number of cross-border projects —over
800 spanning both border regions — it is impossible to describe all of
them in this paper. However, a few examples should suffice to
demonstrate the importance of the Interreg initiative for the local
governments of the Lille-Euroregion and Enschede-Euregio. Since
the early 1990s, Interreg 1 and 2 have included three sub-categories
of programs in the areas of cross-border cooperation, completion of
energy networks, and cooperation in regional planning-- in particu-
lar, water management. The Lille-Euroregion’s projects included the
Lys river treatment plant, a new European technology college, the
expansion of a river leisure harbor, the rehabilitation of brown lands
and their redevelopment into a cross-border industrial zone (then
called Eurozone), and the expansion of bus, tramway, and monorail-
subway public transportation lines across the border. These projects
also included funding for the development of an Internet website
advertising the sales of local businesses (Transconnect), the estab-
lishment of hardware and software capacity for an Internet network
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of business nurseries spanning the border, new planning and zoning
activities, and urban redevelopment activities.” In the Enschede-
Euregio, the primacy of cultural promotion led to funding for many
projects involving cross-border cultural and educational activities
until the mid-1990s.°° At that point several economic development
initiatives were launched such as the publication of regional docu-
ments, the promotion and sale of industrial and retail land, and, more
recently, the building of a cross-border light rail transportation
system.”! It is worth noting that since the early 1990s local govern-
ments in both regions have benefitted from over 300 million Euros in
mostly public-sector investments.

On the Franco-Belgian border, the Euroregion did not play as
crucial a role as it did in the Euregio because the international
institution remained one of many local candidates for European
funds. Prior to Interreg, in Nord-Pas de Calais, the socialist elite
wanted to expand the international relations of the region, and the
office of the region’s president, Noel Joseph, acted upon the shared
political view that a mostly working-class region should have strong
international linkages. As soon as he was in power, Joseph launched
an ambitious program of international relations focusing particu-
larly on other EU regions and on cross-border regions. Local parochi-
alism constrained any leadership that the City of Lille could play and
only a newly established region could lead local-level governments
to participate in cross-border partnerships.®” Despite traditional com-
petition among municipal governments, the regional initiatives were
successful because they led municipalities to launch cross-border
contacts, although they did not develop into important projects due
to lack of funds. Most cross-border initiatives emerged because of the
proximity, culture, views, and ambitions of local and regional politi-
cal leaders. The scale of this cooperation, however, was constrained
by lack of funds and other administrative and legal impediments.
Clearly, competition also played an important part. There was com-
petition for public funds and for private-sector investments. For
instance, despite 20 years of cooperation, the metropolitan district for
the Lille region® was unable to agree upon a single economic policy
for itself. Each small and large municipality (89 in all) still competed
with each other to attract businesses. Economic development re-
mained a very difficult domain of cooperation. There was also
competition for public funds; a game, however, limited to three or
four national partners-- the French central state, the region, the
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department, and the local municipalities. Although the French
central state always managed to control this game, the EU Interreg
program drastically disturbed it. Based on partnerships, competition
to apply for European funds (for instance, Interreg funds) often
involves national and non-national partner organizations. The Euro-
pean application format clearly and strongly promotes co-operation;
supra-national funding is competitive but also fosters intricate and
complex patterns of cooperation between local governments and
across borders.

Competition—cooperation patterns vary in Lille, Enschede, and
Gronau. In Lille, local governments must cooperate on a given
project to win Interreg funds. Sometimes, though, those same orga-
nizations compete with their peers on other projects. In Enschede, on
the Dutch-German border, project proposals emerge from within the
parliamentary structures of the Euregio before being submitted to
the steering committee. Thus, public-sector competition for funding
and for private investment leads to fragmentation and overlapping
in Lille. In Enschede-Gronau, however, EU funds reinforce Euregio
institutions.

Competition and cooperation do not go hand in hand, as
Andrew Church suggests, but actually result from mechanisms of
association that reward those local networks of actors who respond
best to the policy frameworks designed by the European Commis-
sion.” Interreg gives all project promoters, most of whom are local
government officials, access to networks of potential partners, new
resources, and opportunities, whether they are Belgian, Dutch, French,
or German. The European policy thus changes the relations that local
governments have with other higher-tier governments because local
governments gain greater degrees of autonomy by cooperating.
Moreover, as the amount of funding is substantial, the community
initiative makes a difference by changing the scale of cross-border
project developments and interactions of local actors. It also modifies
the intergovernmental relations of central, local, and regional gov-
ernments, particularly in France. Although the EU promotes co-
operation among local actors, France promotes competition for fund-
ing In an attempt to maintain control over those new intergovern-
mental relations. Nevertheless, there is an overall shift from func-
tional-hierarchical relations to a consultative-participatory system of
intergovernmental relations, even in France, which results from
interactive patterns associated with multi-level governance.
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In the EU, economic integration fosters mild economic compe-
tition between localities because of EU competition policy regula-
tions; in principle, they cooperate. Before Interreg, France did not
recognize or allow any other level of government to ratify interna-
tional agreements. Central-state field administrators followed up on
the international activities of lower-level governments; the French
Prefects and their administrators closely followed all international
activities of local and regional bodies. Until 1995, the Prefects could
restrict the ability of local and regional governments to engage in
international agreements. However, since 1998, a multitude of local
cross-border projects have responded to regional initiatives and to
the EU Interreg programs. This was a nightmare for regional state
officials as all projects required cross-border funding and had legal
implications.

On the Dutch-German border, local governments form a united
and cooperative network. They are backed up by a strong, regional
cross-border governmental organization that serves the interests of
its members, centralizes funds, and implements policies. On the
Dutch border, the Euregio stands out as a powerful cross-border
regional organization that links successfully all levels of government
and the European Commission to about 140 municipalities. In con-
trast, competition remains in the background of cooperative endeav-
ors on the French-Belgian border, particularly on the French side. The
Euroregion remains a noteworthy attempt by local and regional
actors to create an international institution in opposition to central
governments. The Netherlands and Germany strengthened the
Euregio with a general agreement in 1991, whereas France’s central
government opposes the Euroregion. Hence, the institutional organi-
zation of cross-border relations seems to depend on the attitude of
central governments. The European Commission strengthens local-
level co-operation. Nevertheless, market competition and central-
state control of intergovernmental relations may limit the influence
of the European Commission.

In North America, federal governments protect their sover-
eignty because they are the only signatories of the free trade treaties
and they organize competition for revenues among all other tiers of
government. They also lose control of the process of integration as
market pressures and NAFTA international tribunals take over the
implementation of free trade. In the European Union, marketintegra-
tionis regulated and does not lead automatically to policies of budget
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equilibrium and deficit reduction but rather to economic conver-
gence. The EU’s structural policies also enhance cooperation in an
environment of regulated competition.

How are local governments entangled in those networks that
bridge market forces with intergovernmental relations? The follow-
ing two sections further explore those relations of competition and
cooperation. While in Detroit, Windsor, and Niagara there are few
and limited partnerships, in Lille, Enschede, and Gronau important
public-sector networks implement ambitious projects that link and
empower government levels and span the border.

V. LOCAL COMPETITION AND COOPERATION

Economic regions, according to Ohmae, emerge out of cultur-
ally homogeneous free trade areas.” This suggests that only eco-
nomic integration and homogeneous cultures would foster such
regions. It further suggests that ethnic or linguistic and cultural
differences may explain why functional interdependency across
borders fosters territorial competition rather than cooperation.

In Europe both the Euregio and Euroregion bridge two linguis-
ticareas, Dutch and German, while Flemish and French also separate
West-Flanders and Nord-Pas de Calais. In North America, in the
Detroit and Niagara border regions, the issue of race seems always to
have been an important determinant of politics. On the U.S. side of
the border, racial segregation emerged clearly in the 1950s and
shaped regional politics until the early 1990s. Progressively, the
population of Detroit became primarily black, while that of the
suburban counties maintaining racial segregation was mainly white."
This general context of segregation first played against black leaders,
then later in their favor, but against any forms of regional governance
that could have alleviated the fiscal and social crisis of the city.
Canada’s history of “racist” immigration policies played a determin-
ing role in limiting the access of black immigrants to Essex and
Lambton counties in Ontario.”

This history of race relations may also contribute to relations of
competition and cooperation across the border. Today, despite no-
table changes on both sides of the border, Detroit remains mostly
black while its suburban counties are almost exclusively white, and
the politics of race still hinders regional strategies. On the Canadian
side, however, both Essex and Lambton counties, and particularly
Windsor, have evolved into healthy multicultural and multi-ethnic
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communities nowadays that are characteristic of contemporary Ca-
nadian urban regions transformed by multicultural values of toler-
ance embedded in the 1982 Canadian Charter of Rights which have
redefined Canada’s local and national politics.*

If functional interdependencies develop across borders, there
should be relations of cooperation. Cooperation and harmony ditfer,
according to Keohane, because harmony presupposes “a situation in
which actors’ policies automatically facilitate the attainment of oth-
ers’ goals.” In contrast, cooperation “requires that the actions of
separate individuals or organizations be brought into conformity
with one another.”*” The literature on urban politics offers further
insights into the strategies of cooperation and the complex mecha-
nisms of policymaking that local and regional government actors
develop across metropolitan regions. Stone, for instance, defines the
“urban regime” as socially embedded interactions of public and
private actors which serve as key determinants of policymaking. The
urban-regime model points to a peculiar mechanism of social inter-
action, the network.” The core issue for a regime, or network, is
cooperation. Cooperation is also the issue of reference of cross-
border governance mechanisms.” One of the most common charac-
teristics of these various approaches of urban politics is the ability of
local actors not only to redistribute government subsidies but also to
co-produce policies. It is cooperation that leads to the co-production,
design, and implementation of policies. Co-production, however,
radically modities the relations of power that local actors have with
each other and with other levels of government. Stone foresaw such
changes, arguing: “What is at issue is not so much domination and
subordination as a capacity to act and accomplish goals. The power
struggle concerns not control and resistance, but gaining and fusing
a capacity to act — power to, not power over.””* It is the central role of
trust, and the practicalities of day-to-day government based on trust,
that is at stake here. Regimes emerge when trust links a limited
number of actors.” Local actors have learned that they cannot rely
upon all actors. For instance, local officials know that they have to be
less dependent on state transfers of revenue because they are not
reliable,” or because the interests of self-serving central government
bureaucrats may also come up against their own strategies.” There-
fore, the observation of local actors developing strategies of coopera-
tion, and thus of co-production of policies across borders, should
lead to finding complex political mechanisms that go beyond plural-
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ist competition and the traditional mechanisms of redistribution of

spoils.”

A. In Canadian-American Cases

Windsor and Niagara do not see many local cross-border part-
nerships. Few partnerships have developed out of local initiatives,
and they do not take place in the economic development policy
domain. On first impression, the borderland is an open ground for
competing media, particularly radio and television. As well, a seg-
ment of the population shops or works across the border; Canadian
nurses cross daily to work in U.S. hospitals, while American tourists
enjoy Canadian liberal policies regarding games, the drinking age,
and nightclubs. Before 9/11, the universities of Windsor and Wayne
State in Detroit had agreed to grant state/provincial status to each
other’s students, but the 2001 Canadian- American Smart Border
Agreement has made such exchanges more difficult. The Smart
Border Agreement is also responsible for the very ambitious reorga-
nization of border security; today, 34 law enforcement agencies work
together daily to enhance border security as they take part in the bi-
national Integrated Border Enforcement Team that covers the De-
troit-Windsor-Sarnia region.”” However, the current $300 million
federal /provincial proposal to improve Canadian border infrastruc-
tures is opposed by the Windsor city council at the demand of local
residents.

Local cross-border partnerships are the result of local needs and
rely on the vitality of their initiators, hence the CUSBA initiative or
the “Border Kids” awareness program in Windsor are among a
limited number of initiatives. The oldest of all cross-border institu-
tions is the International Joint Commission (IJC), which was estab-
lished at the turn of the 20th century and still monitors water quality
in the Great Lakes region. While its activities have never spilled over
from the original environmental mandate,” a large number of local,
regional, provincial, and state governments and public and private
organizations today work together under the umbrella of the feder-
ally constituted commission to monitor and implement policies
focusing on the water quality of the Great Lakes, particularly Lake St.
Clair and the St. Clair River. Over 30 different organizations sit on IJC
committees and negotiate and recommend action plans which are
then implemented by the lakeshore communities dealing with a
specific area of concern.”
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In 1955 the Great Lakes Commission was launched by a joint
initiative of the U.S. states shoring the Great Lakes: Illinois, Indiana,
Michigan, Minnesota, New York, Ohio, Pennsylvania, and Wiscon-
sin. In 1999, Ontario and Quebec became associate members. With
about 30 staff and a $3 million budget, this commission focuses its
activities on information sharing, advocacy, policy research on the
environment, resources, transportation, and development of the
Great Lakes region. In 2002, Ontario premier, Ernie Eves, and
Michigan governor, John Engler, signed an agreement to set up a
commission that would allow for more permanent exchanges of
ideas to strengthen their economies with regard to exports, invest-
ments, and jobs.

Since 1998 the Trade Corridor Partnership, a public-private
non-profit organization, has been organizing conferences on issues
of trade, transportation, and infrastructure. This venue has success-
fully involved all levels of government and the private sector. It
originally met in Sarnia, Niagara, and Windsor; since its meeting in
Flint, Michigan in 2000, it has attracted high-profile elected officials
and business leaders. Its goal is to make annual recommendations for
the improvement of transportation corridors in the Great Lakes
region (Trade Corridor, 2002). Finally, in June, 2001, the Canadian
Halton and Niagara regions and municipalities and their U.S. coun-
terparts of Niagara, Erie, and Monroe counties set up the Niagara Bi-
National Regional Economic Roundtable, co-chaired by two promi-
nent business leaders (Niagara Region, 2002). The Niagara trade
corridor encompasses 26 percent of all Canadian trade to the U.S,,
and the ambition to develop a “vision” for this border region is the
origin of this initiative, too recent to be properly evaluated. Despite
clear and vocal local involvement, the project has only a $50,000
annual budget.”

None of these programs has an institutional structure. Their
existence relies on goodwill and active local citizenry. The cost of
such partnerships is negligible because it relies on voluntary efforts.
Therefore, the assumption that regional economic integration spills
over to politics and other policy domains does not appear to be valid
in Detroit.

On the contrary, in the Detroit-Windsor region, local communi-
ties compete to attract, recruit, and retain businesses. They have
implemented economic policies and built coalitions at the county
level to diversify their economic base and to secure tax revenues and
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employment. Some communities are guided by effective pro-growth
coalitions that have implemented very aggressive economic devel-
opment policies. None of these economic-development partnerships
goes so far as to involve other communities across the border.
Economic integration and the free market seem to pressure local
coalitions to implement increasingly competitive policies and to
develop very aggressive strategies.” Too few strategies are truly
cooperative. Instead, local and regional governments appear to
believe that they need to compete with each other to diversify and
develop their economic base and protect their tax base in order to
gain greater political and economic autonomy and become less
dependent on central-state funding

The Niagara region is fragmented more than the Windsor
region.” Despite a regional-municipal organization, regional eco-
nomic actors do not implement coordinated economic development
strategies. The regional-municipal structure groups 12 local munici-
palities within the region. Together, these municipalities operate 17
separate economic development organizations which have 43 staff
and a Cdn $10 million budget in total.* The regional government, the
cost of running 17 organizations, and the overlap existing between
regional and local economic development organizations should lead
to greater coordination and centralization. However, the Niagara
Regional Development Council and the Regional Niagara Tourist
Council, two regional-level organizations, are not able to coordinate
the works of the other 15 local organizations. On the surface, there are
a few attempts to market the whole region, one of which is the
Niagara bi-national regional initiative. However, local parochialism
against the region, local political careers posturing the promotion of
economic development, and the activism of economic development
officers and their ability to win over large provincial and /or federal
projects sustain structural fragmentation in the region.* In this
context, it is not surprising that none of the local or regional munici-
palities has maintained long-term, policy-oriented contacts with
their New York counterparts. Today, officials on both sides of the
border know that they should market the Niagara region as a whole,
but there are still too few concrete examples of cooperation, for
instance, in the tourism sector, the chief industry of the cross-border
region.”

Ditfering value systems on each side of the border substantiate
the argument that the competitive-city paradigm explains best the
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Detroit-Windsor-Niagara borders. The fact that local governments
compete with each other limits their cooperative capacities. These
findings confirm Ohmae’s assertion that economic regions emerge
from culturally homogeneous free trade areas only; free trade alone
isnot enough. The following section now compares these findings to
the European case studies.

B. In EU Cases

The European case studies uncovered very different pictures.
The Enschede-Euregio partnership was launched in 1958 because
local elected officials believed that cooperation across borders be-
tween local municipalities and districts would benefit all. Three
associations, the German “Kommunalgemeinshaft Rhein-Ems” and
the Dutch “Regio Twente” and “Regio Achterhoek,” were the foun-
dations of this partnership. At the time of its creation, these regions
were rebuilding their textile industries, benefitting from post-war
economic initiatives. However, in the late 1960s a European-wide
textile crisis hit the cross-border regions, leading to a dramatic rise in
unemployment in several cities where levels rose as high as 30
percent.” In 1972 about 100 municipalities and local districts formed
the Euregio and designated a cross-border ambassador. The
ambassador’s first task was to implement a socio-cultural program.
In 1979 Prince Klauss of the Netherlands suggested the establishment
of a cross-border parliament. The three original associations formed
the Euregio-Council and grouped the municipalities and districts of
each country. They also associated with the Euregio-Forum, the
German city-states of Munster and Osnabruck and the districts of
Osnabruck and Warendorf. The Euregio-Council and the Euregio-
Forum formed the first cross-border parliament in Europe; its 80
members were elected representatives from local city councils and
districts.

During the 1980s the Euregio sought to expand its socio-cultural
policies to include socio-economic ones. Tensions between local-
level objectives and central-state priorities led the Euregio to lobby
the European Commission to create a special policy targeting poorer
border regions. Progressively, the Euregio became a strong cross-
border international organization which now sets the agenda and
implements the policies of its international parliament. Its president
and committee chairs rely on a multinational secretariat of more than
30. The Netherlands agreed to support cross-border partnerships
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with Germany in 1963 and with Belgium and Luxembourg in 1989.
Today, 149 municipalities, districts (Kreis), and other local represen-
tative organizations (chambers of commerce, labor and business
unions, and political parties) form the memberships of the three
regional associations and of the cross-border Euregio-Council. The
history of the Euregio’s institutional development is remarkable
becauseitis derived from a bottom-up process. Language was notan
issue because people speak both languages on either side of the
border. The Euregio emerged from a network of municipalities that
had the political will to cooperate. It is also important to note that the
Euregio was strong prior to the 1989 launch of Interreg, the European
Commission cross-border policies.

The Regional Council of Nord-Pas de Calais launched its first
international relations and cross-border policies in 1981. Its goals
were to enhance the political strength of the new regional institu-
tions, to promote the region and its corporations, and to provide a
response to the Channel-Tunnel project.” When the regional presi-
dent, Pierre Mauroy, became prime minister in 1981, Noel Joseph
succeeded him. It was under the Joseph presidency that the regional
governmentinitiated a wide variety of international relationships. At
the time its administration was the most active in France.* It devel-
oped cross-border links with Wallonia and Flanders, its Belgian
border neighbors, and with Kent (UK). It promoted a cross-border
program called Programme d’Action et de Coopération Transfrontaliere
Européen (PACTE). Local Walloon and French officials worked
toward the creation and development of projects of common interest,
engaging local public organizations from Wallonia and France.*
Joseph and his friend, Tony Hart, also led cross-border relations with
Kentin the U.K. to create the Euroregion-Transmanche (ET).” Since
June 21, 1991, the Belgian regions of Wallonia, Flanders, and Brus-
sels-Capital have joined Kent and Nord-Pas de Calais to partner
within the Euroregion. ET has an executive body in the form of a
council, a president or chair, and a permanent secretariat. The presi-
dency rotates yearly to the president or leader of each region or
county. The bureaucracy of the chair fulfills the function of a perma-
nent-secretariat. The Euroregion funds, however, are limited be-
cause the French central state opposed the creation of a permanent
organization with its own budget and its own funds for autonomous
projects.
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In Europe, the role of the EU and the leadership of local elected
officials are key to understanding cross-border relations. Language
differences do not hinder the development of cross-border partner-
ships, networks, and institutions either in the Euregio or in the
Euroregion. Local leaders such as Noel Joseph in Lille or Prince
Klauss in the Netherlands have engaged their communities in cross-
border partnerships. Economic integration leads to competition, but
European regulations and policies foster greater incentives to coop-
erate and co-produce policies rather than to compete. In the end,
functional interdependencies result from the combined activities of
all levels of government.

V1. CONCLUSION

At the local level, intergovernmental relations and patterns of
interaction across borders reveal two opposite mechanisms in North
America and in Europe. In the metropolitan region of Detroit, the
International Joint Commission (IJC) forms a unique example of
“Type Two” multi-level governance which links specialized envi-
ronmental agencies involved in the design and implementation of
policies dealing with the water pollution and the environmental
qualities of the Great Lakes. However, the treaty establishing the IJC
is highly specialized and one of a kind. It never spilled over. Local
actors primarily compete.

In both European cases, cross-border relations have led local
government officials to set up institutions of cooperation that span
the border. A large number of programs involve all levels of govern-
ments in Belgium, France, Germany, and the Netherlands, pointing
to networks of actors that include “Type One” and “Type Two”
multi-level governances. Governments with general purpose and
specialized jurisdictions cooperate by bridging the borders with their
many projects. Local governments on both borders capitalize on over
800 cross-border projects and over 300 million Euros in investments,
enhancing their power and capacity toinitiate and implement projects
according to their communities’ needs.

[n Detroit, Windsor, and Niagara, however, regional economic
integration and intra-regional competition do not lead to any form of
co-production of policies spanning the border, and there are no cross-
border institutions. The metropolitan area of Detroit and Niagara
could form examples of what Kenichi Ohmae calls “zones of inclu-
sion,” systems of functional interdependency that develop as a result
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of cultural and economic coherence across an international border.
However, they do not.

Detroit, Windsor, and Niagara, and their peripheries, share the
geography of the Great Lakes. They have a history, a language, and
the automobile industry in common. The Detroit metropolitan area
has always straddled the Canadian and American economies.
Windsor’s functional interdependency goes back over 200 years, and
its economic integration and interdependency are striking. How-
ever, regional strategies on the Detroit side of the border are limited.”
Thereare too few contacts between Windsor and Detroit or across the
Niagara River; economic integration has been unable to overcome a
history of racial prejudice which, in turn, has resulted in the political
fragmentation of the region spanning the border and has limited
cross-border cooperation. The key here is the lack of shared values.
Racial tolerance and multiculturalism remain a contemporary Cana-
dian societal trait that cannot bridge a polarized region where rela-
tions of trustare replaced by competition. Thatis why the functionalist
competitive city paradigm best explains those mostly competitive rela-
tions spanning the Detroit-Windsor-Niagara border.

Lille, Enschede, and Gronau do not have the economic interde-
pendency characteristic of Windsor, Detroit, and Niagara. In Europe,
despite a background of economic competition, cross-border rela-
tions developed into political and institutional relations. They eventu-
ally blossomed when the European Commission’s Interreg policies
were implemented. Territorial competitionis less thaninthe NAFTA
regions because trade flows are less, because border regions are not
economically integrated, and because European policy frameworks
regulate territorial competition. Numerous programs involve all
levels of government in Belgium, France, Germany, and the Nether-
lands which encompass horizontal and vertical networks of actors,
with comprehensive or specialized jurisdictions, who participate in
the conception and implementation of varied types of policies across
both borders and who have overcome ethnic and linguistic differ-
ences and diverse values. In effect, they form a system of multi-level
governance that spans the borders vertically and horizontally. Fur-
thermore, the Enschede-Gronau Euregio-Council and the Lille
Euroregion-Forum form international cross-border institutions that
mediate local differences. Thus, multi-level governance explains best
how local and regional governments interact and develop linkages
and relations of trust across the international borders of Belgium,
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France, Germany and the Netherlands. Furthermore, the intermeshing
of all levels of government enhances the power of local governments
because, as networks and mechanisms of governance expand across
borders, they can access greater resources and there are greater
opportunities for cooperation that benefit all local partner govern-
ments.
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