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International Political Economy:
A Theoretical Perspective

Introduction

The decline of the dollar, worldwide in{lation, and the threat of an im-
pending recession are indicative ol fundamenta! changes in economic
relations among nalions. The increasing economic strength of certain
raw malerial exporters, the inability of the industrial countries to develop
coherent international economic policies, and the repeated calls for a
new international economic order reflect major changes that are having
severe elfects on political relations among states.

The thesis of this chapter is that the causes and conscquences of these
changes cannot be explained solely by economic theory or by theories of
international relations. 1t presents a perspective on system change de-
rived from the insights of both disciplines. Toward this end, it draws
upon sclected aspects of international relations theory in conjunction
with relevant insights and evidence [rom economic theory, and it outlines
integrated theoretical directlves for the analysis of system change. Inter-
national trade and finance are a device—an issue area—for presenting
a political economy approach to change and for indicating the linkages
between economic theory and political analysis.

Economists and political scientists have fundamentally difTerent ex.-
planations for international trade and Hinance, which give rise to differ-

ent types of predictions and different policy recommendations, Each
discipline tries (o explain somewhat different aspects of the flows of
goods and payments across national boundaries. Economists are more
rigorous in both theory and method, but focus almost exclusively on
slatic or comparatively static relations. Political scientists are, (o a large
extent, concerned with institutional and historical change, but their
theories are generally vague and their methods often lack theoretical
foundation,

A political economy perspective on international change entaiis inte-

3
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grating the insights provided by the two disciplines.'Thc f.ormal. d?dL}c-
tions of economic theory can provide critical inputs in an !nterdlsm_p_hn—
ary framework for analyzing changes in intemationa! relauo.ns. Political
inlluences alfect economic interactions, particularly in sha!mfg the com-
position and magnitude of trade in goods and servi(‘:es anfl in influencing
the composition of the balance of payments and its adjuslm?r.:ts; con-
verscly, patterns of trade and payments affect th.e nature of political rela-
tions among nations and changes in these relations. ‘

The analysis in the chapter proceeds as lollows: first n’ surveys the
mmain elements of the theories and empirical analyses of mternat{onai
trade and balance of payments that bear directly on the analys!s. of
change in the international system. ‘Then the influence of political
variables in determining economic interactions generally, and trade rela-

tions specifically, is identified. This is followed by a review of the role of -

economics in different international relations theories. These sections
provide the background for the development f)f an inlcgrated framework
for a political cconomy approach to international relations. :Fhe chapter
then Tocuses on (Lieoretical aspects of change in the inlernathn‘ai system
and concludes with some specilic directives for guiding empirical anal-

ysis.

International Economics: Clues for Change

‘The economic theory of international trade is conventionatly divided
into two branches: the pure theory of international trade and llhc mone-
tary theory ol balance-of-payments adjustiments. Each deal‘s with differ-
ent aspects of trade, focusing on different problems an_d‘ pohlcy measures.
Although both branches of theory are explicitly apolitical in their anal-
yses Lhey refer 1o processes and policies that are, in many ways, deeply
political. A review of the main assumptions and {elaled deducuqus .of th‘e
theory of international trade and payments highlights the.poteuual impli-
cations for explaining and predicting change in international sysiems.

Theory of Imternational Trade

The theory of internationat trade is fundamentally static ir! nature. s
tradivional focus is the explanation of palterns of _lrudc. tl.he modern
theory ol international trade stems from Adam Smith’s critique of the
mercantilist view that national wealth can be viewed in terms of the sigck
of precious metals and trade as a meais of ingcreasing that slogk. The
theoty begins with the recognition that patterns of domestlc. con-
swinption differ from palterns of domestic production, and that, in the
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absence of trade, domestic relative prices would differ from one country
to another. In these circumstances, i is possible for one or both countries
to gain by exchanging commodities. Neither country will be made worse
off by trade and both will benefil if goods are exchanged at some inter-
mediate price ratio.

The explanation of international price differences has its origin in the
Ricardian model stipulating that prices reflect the ratio of labor costs to
production, and trade patterns are determined by differences in labor
productivity. In this Jabor theory of value, comparative costs provide the
key to trade patterns. The Ricardian theory, based on one factor of pro-
duction, constant returns to scale, two commodities, and two countries,
generales the deduction that each country will export the commodity in
which it has comparative advantage in labor productivity.

The modern theory of international trade has a more comprehensive
theory of prices and costs, explaining dif{erences in comparative costs as
the result of differences in the ratio in which countries are endowed with
factors of production. The Heckscher-Ohlin model deduces trade pat-
terns resulting from such differences in factor endowments. it assumes
that production functions are similar across nations and consumer tastes
are identical everywhere, with two factors of production, two countries,
two commodities, and different and nonreversible factor intensitics
among countries. The theory deduces that countries will export that com-
modity which makes mosl intensive use of the country’s most abundant
factor. Trade encourages resources to move into these productive sectors
{or which the country has a comparative advantage. As a result of engag-
ing in trade with internal factor mobility, factor prices between two
trading countries will, under certain assumptions, tend to equalize. Thus,
free trade will tend 1o equalize factor prices across countries despite the
assumption of international factor immobility. If there were complete
equalization of factor prices, free trade would be a complete substitute
for international mobility of factors. The Heckscher-Ohtin model has
also been used Lo examine a range of comparative-static questions, such
as tariff policy and technical change. This entails a comparison of two
static conditions; it does not explain the change, but depicts the result of
change.

The gains from trade are derived from two processes: gains due to the
consumption domestically at prices different from the original home
prices; and gains duc to the reallocation of domestic resources that shift
production and, through trade, raise income, thereby allowing consump-
tion to expand. The benefits may be uneven across countries, H does not
address itself’ to the costs of trade or the internal distribution of the ef-
fects of trade.

When a country undertakes trade, it expects international conditions
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to alfect the home market. Since trade influences domestic production, it
must afTect fundamental aspects of a country’s economy. Thus, the inter-
nal effects of trade shape a country’s international position, and the in-
ternational eflects of trade shape its domestic econoinic situation.

Free trade under competitive conditions would generate a world distri-
bution of consumption that could not be further changed to improve the
wellare of ail the trading partners without harming at Icast one country,
In this restricted and aggregate sense, free trade is Pareto (optimally) efl-
ficient. I'ree trade, ol course, assumes certain political conditions, both
nationally and internationally, as will be noted below,

The contemporary theory of international trade exploits the format
apparatus developed in Samuelson’s rigorous extensions of the
Heckscher-Ohlin model Lo analyze a number of specific issues, such as:
(1) the conditions of competitive equilibrium with many traded goods
and services; (2) the effects of various domestic distortions and imperfec-
tions, including monopoly power and fixed factor payments; (3) the ef-
fects of distortions such as tariffs and quantitative restrictions; (4) the
implications of trade for prices and outputs ol nontraded goods; and (5)
the implications of customs unions.'

There are other, less fully formulated theories of trade than those
related to the Heckscher-Ohlin model and its specifications. First are the-
orfes that address the reasons for trade among countries with similar
tastes.? There are the “product cycle” theories, which explain the ¢chang-
ing composition of trade as the result of the spread of demand and pro-
duction capabilitics lrom technologically innovative countries to other
countries.? Speculative thinking about the effects of overseas corporate
aclivities can be regarded as a type of trade theory that has been ex-
panded into theories of multinational operations.* Finally, the view of
trade as a *vent for surplus”? has its modern counterpart in the theory of
export-led growth.

The observations on trade theory indicate the type of explanations that
are provided by the pure theory, but they do not explicate the processes
by which the change tukes place. Although the focus is on static analysis
and cquilibrium conditions, the implications for change in economic
relations can, however, be deduced from the explanations proposed for
determining the initial trade patterns. The balance of trade is a good in-
dication of changes in relations among nations, and changes in the
relative payments positions of nations are, in turn, useful measures of
changes in the overall system’s structure.

The Theory of Balance of Paymenis Adjustments

The theory of balance of payments stems initially from concern with
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the processes by which overall surpluses or deficits in a country's balance
of payments are adjusted, This initial focus has broadened to include ex-
planations of adjustments to capital movements and the theory of the
determination of foreign exchange rates.

Ciassical economists resorted to the price specie-flow mechanism to
explain internal adjustments to international trade imbalances. The
Keynesian adjustment mechanisms emphasized induced import changes
due to changes in national income levels. The monetarists expanded the
adjustment theory, with the recognition that both domestic income levels
and the balance of payments reflect international monetary influences.
There are at least three approaches to the balance of payments adjust-
ments in the contemporary literature that provide partial explanations
for linkages among nations. The elasticity approach specifies the balance
as a function of the differential price responsiveness of exports and im-
potts, the absorption approach describes the balancing process as the
result of changes in income induced by changes in imports and exports;
and the monetary approach emphasizes the role of foreign reserves,
other sources of money creation that influence interest rates and the gen-
eral price level and, therefore, trade, capital movements, and the foreign
exchange rate,

Each view of the balance of payments entails different policy foci, The
elasticity approach emphasizes the cffect of changes in relative price on
imports and exports and, therefore, on the balance of payments. The ab-
sorption approach focuses on changes in income that result in changes in
the balance of payments. Thus, the policy concerns of the absorption ap-
proach deal with the effects of exogenous changes in spending, such as
government expenditures, exports, and, in some cases, investment, and
their induced effects on incoine and foreign expenditures. The monetar-
ist approach focuses on changes in the foreign reserves and other assets
of the central banking authority, and the implications for domestic
money creation and interest rates. These factors, in turn, influence do-
mestic inlerest rates and the levels of expenditures and income. The bal-
ance of trade reacts to these domestic developments, as do the nmagnitude
and composition of international capital movements.

The monctarist approach, which has recently been gaining in popular-
ity, explains inflation by the rate of growth of the money supply.® Both
the “new” and traditional monetarists are concerned with the interna-
tional transmission of inflation. Government deficits are regarded as a
critical aspect of aggregate demand policy by Keynesians, but are consid-
ered by monetarists only as a monetary device, Models of aggregate cx-
pectation formation have been developed to describe endogenously the
reaction of economic decisions to exogenously imposed and induced
changes in monetary and aggregate spending variables. A recent compre-
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hensive study of the sources of balance of payments adjustment pro-
cesses stresses Lhe complementarity of various theories of adjustment.”

The channels by which macroeconomic conditious in one country af-
fect such conditions in other countries are illustrated by the international
transmission of the effects of inflation. This transmission is generaily
viewed as taking place through the channels of the effects of price, de-
mand, liquidity, and international demonstration.? The first transmils
inflation through the changes in values of traded goods; the second
through transmission of demands for foreign goods and services; the
third through capital movements and foreign exchange rate adjustments;
and the fourth through anticipatory price and wage increases.®

There are tnany implicit references in the economic theories of balance
of payments adjustinenis to the constraints imposed by both domestic
and international institutional arrangemnents and, more fundamentally,
by the domestic and international political contexts. But these con-
straints are seldom, il ever, made explicit, and remain peripheral to the
economic theory of the balance of payments, capital flows, and loreign
exchange rate adjustments, Unfortunately, the political changes created
by economic changes are fully specified by neither economic nor political
(heories of interuational relations.

Empirical Models of hternational
Trade and Puyments

All economic models of international trade and payments view inler-
national economics as a system in which domestically induced changes in
onc counlry's income, jices, endownents, and/or productivily in-
{luence the cconomic activities in other nations.'? In turn, these changes
are transmitted back to the country of origin. These influences have
direct policy implications because they affect domestic policies and, in-
evitably, the coordination ol economic policies among nations. The eco-
nomic theories of trade and adjustments have been explored and applied
empirically in a number of models, which continue to confine theinselves
almost exclusively to economic factors. Yet some investigators recognize
the significance of political variables,

In the empirical models of international trade, exports and imports are
modeled as lunctions of relative prices, (oreign exchange variables, real
disposable income, relative resource endowments, industrial production,
real changes in investinent, relative factor prices, and real GNP —to
name the most commonly used explanatory variables.!' The eflects of
transportation, distance, and costs are aiso included. The low of trade
is, with Tew exceptions, explained and predicted by these economic vari-
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ables alone. Political indications of “influence,” power, coercion, coop-
eration, and the like are singularly absent.

The basic representational technique is the trade matrix of imports and
exports by country of origin and source of destination, with rows or col-
umns summing up to total world exports and total world imports — by
commodity and by total value of trade. The represeniation, commonly
referred to as a transaction matrix, has been used to categorize informa-
tion not only on commodity flows across national boundarics, but on
payments for trade, services, and capital fiows.'? But it is not the basis
on which 1o test hypotheses dynamically, or to examine processes under-
lying trade patterns or changes in these processes.!?

Approaches similar to trade matrix accounting have been adopted by
political scientists seeking to describe the worldwide network of trade,'
These approaches, too, are largely atheoretical and nonpredictive in
nature, yielding information that is mainly descriplive, but in the anal-
ysis of international relations they have been tied to theories of integra-
tion and community formation,

The models of balance ol payments adjustment and international
transmission of changes in levels ol domestic activity are mare behav-
ioral in nature and more process-oricnted than transaction models. The
objective ol these models is to identlily interconnections between national
economic activity and international economic interactions. These models
have a long history, beginning with interwar analyses of trade flows
sponsored by the League ol Nations to the present large scale Interna-
tional Linkages in Economic Systems (LINK) project, described below,
Earlier works locus on the elffects of changes in investment,'* income
and capital flows,'¢ investments and changes in prices,'’ and income,
prices, and industrial capacity,'* The models differ mainly in the manner
in which the determinants of imports and exports are specified.'®

One of the conventional criticisms raised is that such models are too
deterministic and do not allow for a wide enough range of factors that
influence trade flows, in part due to their highly aggregate character. In
addition, the models only embody trade MMows; capital {lows, which are
critical to a country’s overall economic transactions, are typically treated
as residuals. The general theoretical formulation of international adjust-
ments imbedded in these empirical models has recently been modified
and expanded to take monetary factors and exchange rates into account,
following the later development in adjustment theory. To a considerable
extent, more recent empirical models are extensions of models of domes-
tic activity with trade and payments sectors added. For example, the
LINK maodels, so prominent among international economists, are a set of
relationships designed to examine the international transmission mecha-
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nisms, forumlated with the explicit objectives of connecting the activity
and trade levels in & nuinber of couuntries, explaining the imporis of each
country, and estimating exports from trade shares. 20

There are still newer approaches in the construction of empirical
models of international trade. For example, Roemer recognizes that al-
though transportation costs were asswined at zero in most trade modcls,
the empirical reality is such that transport costs are important and st
be taken into account.?’ He finds that the observed biases in trade pat-
terns cannot be explained solely by distance, bul are the outcome of in-
Muences that “are not distinctly economic in the nacrow sense.”2? In fur-
ther explaining his results, Roemer conctudes that “powerful countries
market more of their competitively weak sectors in areas where they have
influence, for historical and political reasons, than they would other-
wise."?? He then speculates on the nature of the “sphere of influence”
relationship. Parenthetically, Kindleberger is one of the lew interna-
tional economists noted Tor giving specific attention to these factors. 24

The Rocemer measares and those of similar studies are closcly related
to the “concentration” indices developed thirty years earlier by Hirsch-
man (o delerimine the power implications of trade.?* Subsequently, such
measures were expanded by both economists and political scientists,?*
but these developments in measurements have had minor effects on the
basic economic theory of international trade and only marginal incorpo-
ration in any integrated political economy perspective on international
relations.

It is fair to conclude that economic analyses of international trade are
targely static in nature, focus on flows, specily at times the dilferential
attributes of nations generating differences in trade patterns, stress com-
position of trade and not direction of lMows, and isolate trade {rom the
broader network of cconomic relations.

Political Factors in international Economic Theory

There is no explicit statement in the conventional economic theory of
international trade and payments regarding the influence of political var-
iables, In reviewing both the trade theory and theory of balance of pay-
ments adjustments, however, it is clear that there are a number of
implicit political factors that should be considered explicitly in a more
comprehensive approach.

Recall that the pure theory deduces gains (rom trade. The concepts of
comparative advantage and gains from trade are as critical to the original
views cxpressed by Ricardo and Smith as they are in the more recent the-
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ories that focus on differences in factor endowments. The historical case
of trade relationships between England and Portugal that centered
around the famous Methuen Treaty of 1703 is often used as al! illusl{a-
tion of the principle of comparative advantage, both in the earlier Smith
and Ricarde works and in the context of the modern line of theory.
Ricardo's statement that “under a system of perfectly free commerce,
each country naturaily devotes its capital and labor to such employments
as are most beneficial to each,”?” while using the example of the factors
determining the manufacture of wine in Portugal and cloth in England,
has been the classic example of the principle of comparative advantagf.
The economic theory of international trade has continued to refer to this
as an example, and to present the theory of comparali.ve advantage as the
primary and only gencral explanation with prcdictwe‘ power of {rz.tde
among nations. Yet even within the economic exp!analxons there are im-
plicit assumplions about political influences. Politics and the use of force
that have, in many cases, contributed to changes in the fundamental falc-
tor endowments have modified the gains from trade and Fm\'c heavily
influenced trade patterns so often characterized by economists as deter-
mined simply by comparative advantage. .
The classic historical example itsell illustrates this broader pers‘pccln c
A political analysis of the historical case and a parallci an‘alys‘is by an
economist have raised substantial doubts that Portuguese-English trade
was mutually beneficial.?® This historical evidence indicates (hfil free
trade between Portugal and England was the result of the extensive use
of military coetcion and the manipulation by the stronger state f)f 1he_
weaker state's political position, The outcome was a transfornsation of
trade relationships toward the consolidation of what was later called the
working oul of comparative advantage by Smith and Ricar_do. )
Many specific assumptions in the economic theory of international
trade hide the role of political factors; these assumptions must be relaxed
or eliminated completcly in order to achieve a more realistic understand-
ing of trade conditions. For example, the conventional lhc.ory assumes
perfect competition in trade, although important extentions of t!!at
theory investigate in detail the significance of monopoly power in sctting
tarilfs and of monopsony power in setting export taxes. However, both
the assumptions of perfect competition and full exploitation of monop-
oly, and of monopsony, power are seldom if ever warranied. Thefc are
also constraints determined by international politics on the exercise of
monopoly power. The influences of fundamental factor endowments arc
expressed in economic theory only through marke-ls‘, and correctly ¢€x-
pressed only if those markets are perfectly competitive. H(.)\?'ever. _rcla-
tive factor payments are heavily in{luenced by political conditions. Thus,
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factor endowments in thermsclves do not determing trade patterns as
cowpletely as is asserted by the economic theory of international trade.

The political factors embedded in international economic theory are
also related 1o the determinants of market structure and interactions
which reflect the capabilities of national govermments, their domestic
strength, and the cxtent to which they can and do make use of the policy
instrumcnts available to thew, Recently, the interactions belween na-
tional governments and internationai economic organizations revealed
thie stresses and pressures 10 which a government can be subjected, and
the effects of its responses upon the international structure ol power rela-
tions.?* Cognizance ot the trade-ofT between inflation and unemploy-
ment and of the attendant pressure groups that would be affected by
policies designed to influence inflation or uncinployment has given rise
also to new lines ol inquiry.?® The cmphasis, however, has been over-
whelmingly on the analysis of domestic politics. The international as-
pects of the conneclions between political and economic variables remain
for the most part unexamined, as are their implications for change in
both the structure and the process of relations among natioas.

Economics in Theories of International Relations

With few exceptions, the political analysis of international relations
has traditionally (ocused on problems ol governance and of power, ex-
amining transactions among nations largely as they bear on these two
factors. Among the political philosophers, Hlume stands out in his expli-
cation of the criticality of the balance of payments to a country’s interna-
tional position.*! The classical mercantilist view makes a direct conuec-
tion between power and wealth, and a more recent reassertion of the
posture stresses fundamental interconnections between the “pursuit of
power and the pursuit of wealth,”3?

The evolution of modern international relations theory — through the
idealist-institutional, realist, behavioral, and postbehavioral phases—
reveals different degrees of reliance on economic theories and processes.
At least three contemporary paradigms in international relations theory
have direct relevance 1o the analysis of international trade: the realist-
mercantilist view, the liberal-interdependence perspective, amd the
radical-Marxist view, Lach is predicated on different assumptions about
the nature of the state, of political behavior, and of relations among na-
tions, and each draws upon different aspects of economic theory.

The “idealist™ posture, which initinted the formal study of international
relations as a distinct discipline in the United States, was influenced by
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Wilson's Fourteen Points and developed into a focus on institutional ar-
rangements that could contribute to the preservation of international
peace.’? The emphasis was overwhelmingly on legalistic and distribu-
tional arrangements. The League of Nations occupied a central position
in the analysis of relations among nations. The probiem of reparations
gained attention aflter World War {, and economists debated the political
as weil as economic constraints on Germany meeting the Allics’ repara-
tions claim. By contrast, however, political scientists paid relatively less
altention to the politics of reparations.

The outbreak of World War 11 contributed to a realist critique of
idealisin, The orientation of Morgenthau's Politics Among Nutions be-
came the dominant view, The relationship between econamics and poli-
tics was only briefly noted; “lIt is necessary to distinguish, say, economic
policies that are undertaken for their own sake, and economic policies
that are instruments of a political policy.” ** The “behavioral” revolution
during the 1950s and early 1960s emerged in part as a reaction against the
realpolitik premise that power, especially military power, is the essential
concept in the understanding and analysis of relations among nations.

Major research projects during the 19605 —including the Inter-Nation
Simulation, the Stanford Studies in International Conflict and inte-
gration, the Dimensionality of Nations Project, and the Correlates of
War Project —took only marginal cognizance of trade and other eco-
nomiic variables as bearing upon relations among nations.??

The postbehavioral “revolution™ in international relations placed
greater emphasis on the unmeasurable factors and on the role of context
in interpreting political outcomes. 1t contributed to a greater apprecia-
tion of the complexity of national goals and political objectives by at-
templing a more explicit conceptualization of the fundamental political
processes,3®

The tiiree contemporary paradigms in international politics that bear
directly on a political economy of relations among countries — the realist-
mercantilist paradigm, the interdependence school, and the radical-
Marxist paradigm —are predicated on different views of the role of the
state, the goals of nations, and the interconnections among nations, and
each draws upon different aspects of economic theory. The debt to eco-
nomic theory is not always explicit, but there is, in each case, an observ-
able connection,

The first theoretical paradigin focuses on the power of nations, is ex-
plicitly nationalist in orientation, and draws upon the realist school, the
mercantilist tradition in economics, and the emphasis on power rela-
tions. ‘The oricntation is derived from Morgenthau's precept that politics
has primacy over economics, is state-centric, focuses on national wealth,
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and examines the interconnections between the political and economic
goals of nations.??

The interdependence paradigm draws partly upon neo-cliassical eco-
nomics and the earlier integrationist school in poiitical science.”® The in-
terdependence schoot emerges as an attempt to understand the context
wilhin which nations operate internationally and secks to understand the
extent of mutual leverage that can be exerted.?® The focus is less on
power as such than on the constraints on national behavior, the out-
comes that create regimes that regulate intcraction in certain issue areas,
and the policies that could generate ouicomes that can be beneficial, al-
beit asymmetrically, to all parties in an international exchange.*® The
major concepts are asymmetry, vulnerability, and sensitivity, as three in-
dications of political relations and influence among nations. The logical
implications of these maxims have not been fully explored, nor do there
exist comprehiensive, empirically based models which reveal the predic-
tive strength of the theory or the interconnections between economic and
political variables in explaining change.

‘Trade patterns, analyzed as part of the earlier integrationist school,*!
were used as indicators of community formation and centered around
the concepl of "relative acceptance” and the development of associated
measures, More recently, the use of trade as an indication of asymmetri-
cal relations in an interdependence framework has been undertaken for
examining politicnl probiems relating to petroleum trade.*? The focus in
both cases is on the inferences to be derived from changes in the direction
and magnitude of trade flows, The Deutsch tradition relates Nows of
trade to broader patterns ol communication. The work on petroleum
trade secks to delincate the structure of mutual political leverage created
by dilferent patterns of imports and exports of 0il and the connection to
commodity trade and linancial Aows.*?

The third contemporary paradigm in international relations theory has
origins in Marxian cconomics and has recently been extended into the
dependencia literature and related center-periphery relations.* It focuses
on the potentially exploilative nature of political and economic relations,
and on the domination and control dimensions of international poli-
tics.**

‘Theoretical, as opposed to descriptive, analyses of “unequal ex-
change”*$ have recently been extended to dependency relations. Duvall
and colleagues have developed the most rigorous and conceptually rich
set of indicators of different aspects of dependency relations.*” This pre-
theoretical exercise is important for the development of a more rigorous
examination of the dependencia arguments. There is a debt to the earlier
work of Hirschman and his efforts to measure the concentration of trade
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and infer the political relationship between trading partners.** Hirsch-
man viewed trade as an instrument of control, and the measurement ef-
forts of the Duvall group as a contribution to more rigorous, cxtensive,
and conceptually based measurement of control, penetration, and domi-
nation.

In summary, the contributions of contemporary international rela-
tions theory to an integrated framework for a political economy ap-
proach to system change can be characterized as follows:

¢ From the realist-mercantilist school there are emphases on the im-
portance of “wealth” in influencing “power,” the primacy of polit-
ical objectives, the use of economic instruments for the pursuit of
political goals, and the importance of “power” in influencing
“wealth.”

* From the interdependence school, the concepts of asymmetrical
relations, mutual leverage, shared interests and vulnerakility are
important additions to the realist-mercantilist orientation, as is
consideration of nonstate actors.

* From the radical-Marxist-dependencia school, the concepts of
dominalion, relational control, spheres of influence, and unequal
cxchange are major contributions.

Political Factors In the International Economy

Neither international trade and balance of payments theory, on the
one hand, nor international political theory, on the other hand, provides
a sulficiently robust framework for describing or explaining relations
among nations, although each provides insights into which variables
should contribute to a more comprehensive understanding of interna-
tional relationships. The distribution of power in the intcrnational politi-
cal system, and the nature of that system, provide the institutional
framework within which regimes governing economic relations are gen-
erated. Over time, shifts in economic activities change the relative pro-
ductivity of nations and contribute 1o the transformation of the existing
power arrangement and political structure of the international system.
These transformations, in turn, create changes in the international eco-
nomic positions of countries.** There is an inevitable interdependence
between economic policies and political behavior, and this interdepen-
dence scrves to shape the range, scope, and type of interactions among
nations and the changes that are feasible, There are both potential con-
flicts and common purposes among the goals of nations, as well as the
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possible trade-offs between economic and political objectives. For theory-
building purposes it is important to appreciate the influence ol political
variables on international economic behavior, as well as the impacts of
economic variables on a nation's political activitics.

International payments position affects both a country’s own situation
and the overatl plobal configuration. 1t is thus uselul to differcntiate
types of payments position, One distinction pertains to countrics that
have a chronic trade deficit but where deficits are matched by long-term
(inanciat inflows, versus countries that are faced with more short-term
difficulties lor which iimmediate intervention is sought. The positions of
both types of countries raise political issues pertaining to international
power relationships. By the same token, the international political posi-
tion of surplus countrics is affected by the character and magnitude of
the surpluses. Justilying surpluses 1o allies in deficit is one of the major
contemporary problems, as evidenced by recent Japancse-U.S. relations.
Countrics may also be “in balance” when export earnings are equal to im-
port expenditures. The ability to “manage” imbalances is a corollary of
power; the inability is a corollary of weakness, The political as well as
economic policics and interventions adopted by each of these three types
of country will result in dilferent measures to deal with the economic and
political constraints, with different consequences for the configuration
of global relations.

The fact that a country is in surplus at one time does not, of course,
guarantec that it will continue in that position. External commitments in
excess ol inflows result in a reduction of the surplus and, if continued, in
a change of basic cconomic position. Every action a country takes o
change and/or maintain its international economic position will have an
effect on itsell as well as other countrics. For example, if a country deval-
ues its currency in order to make its exports chieaper and more competi-
tive on the world market so as to reduce a trade imbalance, its smaller
trading partners may be forced to lollow suit so that they do not lind
themselves in a severely disadvantaged position. The type and nature of
these effects will differ according to the polity and to the centrality of the
country to the international cconomy as a whole, as well as to the ccono-
mies of its trading partncrs,

In addition to the overall balance of payments and reserve posilions,
countries differ in the market share of their particular exports and the
cise with which their exports can be substituted for by the exports of
other countrics, 'The Lter condition determines the degree of monopoly
power which the exporling country can exercise, but even in the absence
ol monopoly power a country with a relatively large share of particular
export markets has a dillerent impact on international economic condi-
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tions than a country with only a small share, There are analogous distine-
tions with respect to imports. The grant of access to a large import
market creates different opportunities than access to small markets.
These economic differences, in turn, influence political relations and, in
fact, can be used as political instruments.

A country’s pattern of international financial transactions, though re-
lated to its current balance of payments and (rade, will not be completely
dctermined by them. Rather, the history of its previous trade and its cur-
rent and previous political associations may be as, if not more, impor-
tant. Participation in each of the major monetary blocs—the sterling,
dcliar, and franc—reflects the previous, as well as current, trade and
balance of payments conditions. Financial relations among advanced
and developing countries often follow the relations established during
periods of colomialism or more exclusive trading arrangements. While
there are economic reasons for this persistence in the concentration of in-
formation about trading partners in certain centers, these economic
reasons may be reinforced or attenuated by political relationships, and
the latter, in turn, are influenced by the financial interactions.

Countries can be characterized in terms of their international political
position.*? The conventional classification of countries is in terms of ma-
jor powers and a range of lesser powers. The international policies and
behavior of countries will be shaped by their capabilities and constraints,
For purposes of conceptual and empirical clarity, therefore, one musi
delinecate the economic policies adopted by a nation and how they influ-
ence a country’s political position.

What a country will do to manage any economic imbalance and how it
wilt do it depend on a number of economic and political lactors and the
types of domestic and external pressures it faces. Among the main cco-
nomic variables are the following: the size of the economy; the magni-
tude of its international economic transactions with other countries; the
sensitivity of its imports and exports to price changes; the state of the
economices of its trading partners; and its own linancial “power,” namely
its effective influence in international monetary relations.*!

The choice among economic policy alternatives can have important
political implications. “External bajance” with respect to trade and cap-
ital movements, and “internal balance” in achieving high levcls of em-
ployment without inflation may not be fleasible at the same time. Thus,
national eaderships will be confronted with ditficult trade-otts, he eeo-
nomic cheices will be determined in large part by government preferences
and policies. A result of such choices may be the creation of new tinkages
between domestic and international economic variables. Even in a period
of flexible excliange rates, a country's balance of paymenls and the inter-
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national distribution of “surplus,” “deficit,” and “balanced” countries is
one of the most revealing indicators of economic and political relations.

The major political variables that determine the choice of ceonomic
policies and instruments for economic adjustments are its domestic polit-
ical orientations, its military capability, and its international pojitical
position.’? ‘The dominant political orientation of the country reflects it-
self in terms of type of governance, the naturc of economic preferences,
and the nature of economic institutions.

Economic policies are shaped not only by economic factors, but aiso,
sometimes strongly, by the nature of the polity and government's prefer-
ences. Politics often delines the econoinic problems that are perceived as
important, or it can change the nature of the problem as defined initially,
Political decisions and values can constrain the choice of instruments,
and even provide a preference for some aliernative economic policies
over otlier types of measures.’* Dilferent economic policy options have
different implications for political relations among nations, for a
nation's capacity 1o influence other nations, and for the probabilities that
it will come into conflict with other nations or, alternatively, increase
their cooperation. tn a world of increasing interdependence, Clause-
witz's famous maxim - that war is a continuation of diplomacy by other
miecans—can be extended o the maxim that under certain conditions,
trade can be the manifestation of political influence by other means. The
statement that “war is the ultimate protective tarifl” points to the inter-
connections of trade and politics in the extreme case.’* This insight has
not been systematically pursued by anyone examining changes in interna-
tional rclations.

An essential aspect of the relations among nations entails the bargain-
ing power each can exert, given the contextual atwd structural constraints
on their behavior. A critical indicator of a nation’s international behav-
jor is its mode of interaction with other nations.?* The exiension ol a na-
tion's activilies outside national boundaries can be thought of as “lateral”
pressurc. The mode, or combination of modes, of this pressure is often
influenced by the broader international context. Different forms of lat-
eral pressure will change the structure, and even processes, of interna-
tional relations. For instance, trade, and the terms on which nations
engage in il, is one important expression of lateral pressure and the
extent of pressure. As nations intcract more extensively atong this dimen-
sion, there are propensitics for change in their relations and, by exten-
sion, in the system as a whole, This means that any dramatic change in
trucdde patierns —whether among the Seandinaviag countries or, as 2
contrast, between China and the Sovict Union —will resudt in system
change.
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The balance of payments registers both the annual and the cumulative
ef!‘ects ol a country’s overall interactions and commitments. These com-
mitments are an expression of lateral pressure, Trends in current and
capital accounts may reveal the moede of such pressure.

The payments profiles of nations reveal changes in international eco-
nomic regimes and indicate changes in economic and political relations.
The debates over the new international economic order are, in this con-
text, a global reflection of changing economic and power positions of na-
tions. In sum, trends in payments position reflect macrosystemic adjust-
ments, and they are unmistakable records of system change.

Toward an Integrated Framework of International
Political Economy and System Change

This section provides the basis of a general set of relationships 1o guide
theory building and empirical analysis. We draw explicitly upon the in-
sig}'us of economic theory and international relations Ihc(')ry, and stress
lhenr interconuections by recognizing the dual imperatives of national be-
havior: the pursuit of power and the pursuit of income and wealth.

Economic theory allows rigorous deductions regarding the effect of
nalional cndowments on trade patterns and financial relations among
nations. Qver time, patterns of trade and finance contribute to shaping a
country's international economic position, measured in terms of market
shares, reserves, and similar variables. That position also influences, and
is intluenced by, a country’s diplomatic alliances, military capacity, and
power in international relations. In this context, the balance of payments
can !:e viewed as a critical (accounting) measure of international eco-
nomic transactions, and thus provides an indicator which can be related
10 other measures of political behavior, influence or strategic lactoss.

The general framework we propose as the basis for an integrated ap-
proach_lp international political economy is represented in the following
propositions:

* Trade patterns (iinports and exports of cornmodity goods) are de-
termined domestically by factor endowments and other variables,
and constrained by political factors. International influences on
trade patterns include alliance commitments, international polili-
cal capability and relations, and spheres of influcnce,

* The international payments position of countries (in terms of the
balance of payments and its components) is influenced by internal
political and econamic policies and by such international political
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and cconomic variables as size of spheres of influence (which may
guarantec imarkets), trade patterns, and military presence over-
seas.

e Political capability (international capacity for control) is affected
by trade patterns and international payments position, as well as
by military ailocations and activities, size of spheres of influence,
and alliance commitments.

e Political behavior (in terms of cooperation and/or conilict) is de-
termined by the political capability of nations and their alliance
commitments, and constrained by their international payments
position and transactions, as well as by internal political inllu-
ences and military activities.

Each of the above statements is derived from the theoretical reviews
and substantive illustrations of the previous sections. These stateinents
are for purposes of initial theoretical development and, eventually, the
derivation of testable hypotheses. They represent jointly dependeut vari-
abies in which change is implicit, The mechanisms by which the four en-
dogenous variables feed back on and change the domestic and interna-
tional context within which these interactions take place can be examined
empirically. Throughout the system at Jarge, international rearrange-
ments indicate macroadjustments, The political implications of these ad-
justiments create reverberating effects throughout the systemn as a whole.

Balance of paymeuts profiles are overt records of behavior, but they
result from a complicated set of underlying processes. Determining the
theoretical directives for delineating these processes and changes in them
is, in itself, 2 major challenge. Specifying the factors that [ead to the pat-
1ern of a country's current account over time, the trends in the capital ac-
count, and the overall etiects on payments position entails more than an
economic analysis. Each account reflects political purposes and commit-
ments. For instance, allocation to the military overseas, which is a debit
in the current account, reflects a drain on resources motivated by politi-
cal concerns. But the “trace” of these concerns is econoinic in nature,

tar (rom being an csoteric lssue, the question of theoretical represen~
(ation is critical to the analysis of system change; characterizing interna-
Lipnal system change entails a focus on the structure of the system, on the
one hand, and a determination of the appropriate analytical representa-
tion for delincating change in structure, on the other.

The structute of the international system, determnined by diflerential
attributes and capabilities, generates a hicrarchy of power relations. That
hicrarchy is one of domination and control, or, ata minimum, of mutual
constraints on bational behavior. International relations are, at their
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core, relations among unequals. How inequalities are ordered in interna-
tional relations is shaped by the differentials in attributes and capabilities
of nations and the effects of these diflerentials upon decisionmaking.

Changes in capabilities may result in changes in structure,’® The
dynamic clements in a system of relations are represented by the pro-
cesses that relate different parts and levels of a system. The nature of the
processes — in terms of transformation, adaptation, breaks, or variants
thereof — will in large part be shaped by the interactions among the rele-
vant entities, by the prevailing regimes, and by the connectives across
tevels of interaction. Therefore, the process of international change must
be kept distinct from the structure that itself might be undergoing
change.

Process unfolds over time, of course. Different lime perspectives, and
intervals, are appropriate for analysis of different situations. There is as
yet, however, no theoretical determination of time, or the attendant in-
tervals that are appropriate for the analysis of different aspects of system
change. What might appear as a series of rapid permutations might be
viewed as a smooth change if the time perspective were extended.’’

_ These observations point to the importance of characterizing interna-
tional systems and changes in terms of multilevel inleractions. A multi-
level conception includes the conventional connections and constraints
of nations as they relate to each other —the domestic influences on inter-
national behavior, the inter-state influences (such as alignments or other
factors), the transnational influences (such as nonstate actors), and the
supranational influences (such as international organizations)— but goes
beyond these to incorporate other aspects of interaction.’*

The extensions involve specifying the interconnections between and
within levels of interactions as conventionally defined — and the relative
strength of the connections —and recognizing the asymmetries in the
strength of various influences on the behavior of nations. For the present
purposes this tmplies acknowledging the interdependencies yet differ-
ences between economic and political variables and the mutual con-
straints and capabilities that each presents to the other,

‘T'he rationale of a multilevel view of the international system is to be-
gin with, but go beyond, the conventional unit and level of analysis char-
acterization proposed nineteen years ago,’® and stress the mutually
directed, but possibly asymmetrical, influences exerted by different Ievcl's
and systems of interaction. lt is necessary also to specify theoretically
and model explicitly the interdependence between politics and econom-
ics. Each can be viewed analytically as a “system™ exerting an influence
on the overall exchanges and relations among nations,

The concept of “level” must be extended to incorporate and include



122 Nazli Choucri

political and economic interactions that have conventionally been rele-
gated to a separate domain of theoretical discourse and empirical anal-
ysis. ‘This conception must be integrated with the conventional view of
international systems that stilt regards the appropriate “levels” (o be state-
centric or bearing directly and only on the international structure within
which nations interact. These propositions incorporate economic and po-
litical influences upon national behavior within one framework, use the
nation-state as the focus on inquiry, but specifically recognize the impact
of domestic and external lactors on nationai behavior, Further, they rep-
resent, albeit approximately, interdependence among systems of activity,
political and economie, with the nation-state as the arena within which
these systems interacl.

Conclusion

‘I'his chapter has argued that an adequate analysis of system clhiange re-
quires two necessary conditions: first, the development of an integrated
theoretical perspective on international systems; and second, a view of
the system and of change that entails complex multilevel characteristics,
‘The first condition is critical in international relations because neither
ceconomic nor political theories alone can explain system chaunge, The sce-
ond recognizes the interdependence and asymmetries in political and eco-
nomic interactions and in their interrelationships. Politics provides the
value orieitation and institutional context within which economic behav-
jor is undertaken. Economics provides the exchange principles (hat are
expressed within the bounds of politically permissible behavior, The
complexity pertaining both to structure and to process of interaction in
the infernational system can best be represented in terms of a multilevel
system incorporating these dual influences,

Acknowledgments

The comments and suggestions of several colleagues and graduate
students were extremely helptul in the preparation of this chapter. | am
particularly indebted 10 Richard S. Eckaus for a careful review of the
sections on international economics. Hayward R. Atker and Lance Tay-
lor commented critically on carlier drafts. Peter Brecke made carclul ob-
servations. Finally, | am most appreciative of the research assistance of
Dale 1.. Smith, who commented on each draft and made uscful observa-
tions throughout. My greatest debt, however, is to Robert C. North, Our

International Political Economny 123

ongoing coilaborative research has contributed to many of the ideas con-
tained in this chapter. The editors of this volume madc numerous, and
sometimes forceful, suggestions. | would like to thank them for their
comments.

Notes

L. A review of sclected works is in Richard E. Baldwin and I. David Richard-
sgr;; eds., fnternational Trade and Finance (Boston: Little, Brown and Co.,
1974).

2. Sce Staftan Burenstan-Linder, Trade and Trade Policy for Development
(New York: Praeger Publishers, 1967).

3. See, for example, Raymond Vernon, “International Investment and Inter-
national Trade in the Product Cycle,” Quarterly Journal of Economics 80 (May
1966):190-207; Raymond Vernon, ed., The Technology Factor in lmemafimm;l
Trade (New York: National Bureau of Economic Research and Celumbia Uni-
versity Press, 1970); and Louis T, Weils, Jr,, “international Trade: The Product
Life Cycle Approach,” in Louis T. Wells, Ir., ed., The Product Life Cycle and
International Trade (Boston: Harvard University, 1972), pp. 3-13.

4, Sce, for cxample, Charles P, Kindleberger, ed., The International Corpora-
tion (Cambridge, Mass.: M.LT. Press, 1970}, and an extension ol his work by
Stephen H. Hymer, The International Operation of National Firms: A Study o—j
Foreign Investment (Cambridge, Mass.: M.1.T. Press, 1976). o

3. This approach is developed in Richard E., Caves, “Export-ted Growth and
the New Economic History,” in Jagdish N. Baghwati, ed., Trade, Bolunce of Pay-
menis and Growth: Papers in International Economics in Honor of Charles P.
Kindleberger (Amsterdam: North-Holland Publishing Co., 1971), r;p. 403-442.

6. Examples of this approach include Milton Friedman, “The Role of NMone-
tary Policy,"” American Economic Review 58 (March 1968):1-17; Allan H, Meclt-
zer, “Monctary and Other Explanations of the Start of the Great Depression,™
Journal of Monetary Economics 2 (1976):455-471; and Harry (i. Johns<on, “To-
ward a General Theory of the Batance of Payments,” in H. (i, Johnson, ed., fn-
ternational Trade and Economic Growth (London: Allen & Unwin, [958),

7. Rudiger Dorabusch, “Real and Monetary Aspects of the Effects of Fx-
change Rate Changes,” in R. Z. Aliber, ed., National Monetary Policies and the
International Financial System (Chicago: University of Chic;'ugo Press, 1974),
combines both monetary and real sources of payment imbalances and extends the
carlicr debates regarding the appropriateness of the elasticity, absorption, or
monetary views of payment ditficuities. The modet employed by Dombusch is a
synthesis and an extension of the work of W. Corden, "The Geometric Represen-
tation ol Policies to Attain Internal and External Balance,” Review of Lcononic
Studies 28 (1960):1-22; James E. Meade, “The Case of Varable Exchange
Rates,” in Warren L. Smith and Ronald L. Teigen, eds., Readings in Afoney, Na-
tional fneonte and Stabilization Policy (Homewood, Hl.: Richard 1, 'lnviu.



124 Nazli Choucri

1975), pp. 505-517; Robert A. Mundell, Monetary Theory (Pacific Palisades,
Calif.: Goodyear, 1971); T. W. Swan, “Economic Control in a Dependent Econ-
omy,” Economic Record 36 (March 1960):51-66; and T. W. Swan, “Longer-Run
Problems of the Balance of Payments,” in H, W. Arndt and W, M, Corden, eds.,
The Austratian Economy: A Volume of Readings (Melbourne: Cheshire Press,
1963), pp. 384-389, specifying the features of “dependent economy” including the
distinction between traded and nontraded goods. Dornbusch focuses exclusively
on the cffects of devaluation. The burden of his observations pertain to the inter-
dependence of influences on a country's international paymemts position and, by
extension, the expected cffects of alternative policies.

8. Organization for Economic Cooperation and Development, “The laterna-
tional 'Transmission of Inflation,” OECD Economic Outlook, special section
(July 1973):81-96.

9. Helmut Frisch, “Inflation Theory 1963-1975: A ‘Second Generation' Sur-
vey,” Journal of Ecanormic Literature 15 {December 1977):1289-1317.

10. Grant B. Taplin, “Models of World Trade,” IMF Staff Papers 14 (Novem-
ber 1967):433-455.

1i. Edward E. L.eamer and Robert M, Stern, Quanvitative Internationgl Eco-
nomics (Buston: Allyn & Bacon, 1970),

12. Herbert B. Woolley, Measuring Transactions Between World Areas (New
York: National Bureau of Economic Research, Studies in International Eco-
homic Relations, 1965) constructed such tables for 1950-1954, which required the
verilication of deta from both importer and exporter for cach transaction,
W. Beckerman, “The World Trade Multiplier and the Stability of World Trade,
1938 to 1953,” Fronometrica 24 (1956):239-252, computed ratios of /s imports
[rom i to j's total exports, with the purpose of idemifying shifts in world trade
forn: 1938 to 1953, This type of trade matrix makes it possible to examine com-
pichensively the nature and consequences of changes in market shares,

13. Uses of the trade matrix approach with greater emphasis on prediction
have subsequently been presented by Jan Tinbergen, Shaping the World
Economy: Suggestions for an International Economic Policy (New York: The
‘Twentieth Century Fund, 1962); and Pentti Poyhonen, “A Tentative Model for
the Voluine of Trade Between Countries,” Weltwirtschqftliches Archiv, band 15§
(1963):93- 99. This type of model specifies the value of trade as a fusiction of na-
tional income and of geographical distance. Income is an indicator of supply
potential (for the exporter} and of market size and demand (for the importer).
‘Tinbergen also includes continuity and trade-preference membership variables.
Further extension of this model incorporates population of both importer and ex-
potter as an added indication of market size [Hans Linneman, An Econometric
Study of International Trade Flows (Amsterdam: North-Holland Publishing Co.,
1966)]. Variations on this type of mode] have introduced prices as a means of ex-
aniining the balance of payments lmplications of trade [J. Waclbroeck, “ia
demande extéricure et Pévolution des exportations belges,” Cahiers Economiques
de Bruxelles 15 (1962):397-412). A successful synthesis is in Simon Kuznets,
“Quantitative Aspects of the Economic Growth of Nations: Level and Structuse
of Foreign Trade: Comparison for Recent Yewrs,”™ Econiomic Development and

International Political Economy 125

Cultural Change 13, part 2 (October 1964):1-106.

14. 1. Richard Savage and Karl W. Deutsch, “A Statistical Model of the Gross
Analysis of Transaction Flows,” Econometrica 28 (1960):551-572,

15. L. A. Metzler, “A Multiple-Region Theory of Income and Trade,” Econo-
melrica 18 (1950):329-354,

16. Hans Neisser and Franco Modigliani, National Incomes and International
Trade: A Quantitative Analysis (Urbana: University of Hlinois Press, 1953).

17. 1. J. Polak, An international Economic System (Londoa: G. Allen & Un-
win, 1954},

18. Rudolf R. Rhomberg, “A Short-term World Trade Model,” {Pzper pre-
sented at the First World Congress of the Economettic Society, Rome, 9-14, Sep-
tember 1945), summarized in Econometrica 34 (1966):90-91.

19. For example, Metzler, “A Multiple-Region Theory,” specilies imports as a
function of incomes. The patlerns of trade, therefore, are dependent on the levels
and change in levels of national income. The earlier Neisser and Modigliani
model specifies imports and exports separately, each determined by the influence
of income, prices, and capital Nows. Polak, International Econamic System, also
views linporis a3 a function of income. The implications of relations of this type
were explored intensively for their insights and policy implications.

20. Much of this work is reported in Lawrence R, Klein and Vincent Su, “Pro-
tectionism: An Analysis from Project LINK,” Journal of Policy Modeling 1
(1979):5-35. National models for thirteen advanced industrial countries have
been developed, with similar analytical structures. This research effort tied
country-specific econometric models into one overall system. There are also the
models developed at the World Bank that are still regarded as experimental in
nature but further develop the lines of world trade reviewed in Taplin, “Models
of World Trade.”

21. john E. Roemer, “The Effect of Sphere of Influence and Economic Dis-
tance on the Commodity Composition of Trade in Manufactures,” Review of
Economics and Statistics 59 (August 1977):318-327.

22, 1bid., p. 318,

23, 1bid., p. 327.

24, Charles P. Kindleberger, Foreign Trade and the National Economy (New
Haven, Conn.: Yaie University Press, 1964).

25. Albert O. Hirschman, National Power and the Structure of Foreign Trade
(Berkeley: University of California Press, 1945).

26. Examples of such work include Michael Michacely, Concentration in Inter-
national Trade (Amsterdam: North-Holland Publishing Co., 1962); James
Caporaso, “Methodological Issues in the Measurement of Inequality, Depen-
dence, and Exploitation,” in Steven J. Rosen and James R. Kurth, eds., Testing
Theories of Economic Imperialism (Lexington, Mass.: D. C. Heath & Ca,, 1974),
pp. 87-115; and Raymond Duvall, Bruce Russett, Steven Jackson, Duncan Shi-
dal, and David Sylvan, “A Formal Model of ‘Dependencia’ Theory: Structure,
Measurement, and Some Preliminary Data” (Prepared for delivery at the Edin-
burgh IPSA Congress, August 1976).

27. David Ricardo, *The Principles of Political Economy and Taxation,” vol.



126 Nazli Choucrf

I in P. Sralfa, ed., The Works and Correspondence of David Ricarde (Cam-
idge: Cambridge University Press, 1962). 3 .
hl"l;lsk‘:c-']ﬁ;l';;:““f; analysis was done by T. B'aum%’arlncr :mc! I.R. B:Ins. rh:
Structuring of International Economic Rela!lons. h.:temanonai St éesSQ:ai
terly 19 (June 1975):126-159. The economic analysis was done by . Rll::rr,
Trade and Power: Informal Colonialism in Anglo-Portuguese Relations (Rotter-
dam, Netherlands: Rotterdam University Press, 1970). . riomat 1
29. Richard S. Eckaus, “Is the IMF Guilty of Malpractice?” Institurional In-
§i September 1977):13-14, ' .
w.‘;(;).r&’l;:efgl?gr example, Douglas A. Hibbs, Mass Political Violence: A (im;.:-
National Causal Analysis (New York: John Wiley & Sons, 1?73): gnd Doulg) a:; .
Hibbs, Economic Interest and the Politics :af I!v'!;cr‘t')econo;n;; ;;r;hcy (Cambridge,
ass.! ternational Studies, M.1.T., Januar . -
M;Slsl)cac\:::lc:iilur:u:? “Qf the Balance ol Tra;l;é" vol, 13;1(1] l:;.;s:ys Morai, Political
] g : Green, 1 , PP -345. »
M;ZLI:;‘;:?rt(:‘}(ijlg(il:“l}.l.‘?(.“fcl:::;sand the Mul!i)natiorml Corporation: The Politi-
cal E"conom 1y of I“or;'ign Direct Investment (New Yor!&: Basic Bool:s.{ ‘I 975’).U .
33. Exampiles include Quincy Wright, A Study qf Hffrr. 2nil ed. {(.,Illt:ago}g;gl_
versity of Chicago Press, 1965); and E. H. Carr, The T'wenty Years' Crisis,
: cMillan, 1946).
19-;:(1}-;2:150? . mgrgcnlhau. Politics Among Nations: The Struggle for Power
and Peace, 4th ed. (New York: Alfred A. Knopl, 1966}, pp: 28:-29. ool
15. Francis W. Hoole and Dina A. Zi"nes.b'l:'d;" Qtf;r;:;auve Internationa
itics: raisal (New York: Praeger Publishers, . '
Po;:.lméxﬁ:u::gpo?lhc ;oslbc}mvlcml work include Robert C. North, The IV:rI;d
That Could Be (Stanlord, Calif.: The Portable Slanferd. 1976).: .alvld Hay\w‘rar :
Alker and Cheryl Chiristensen, “From Causal Mo'dcilm.g to Arlif Jcml lnlc]hgcm:;.
The Evolution of a UN Peace-Making Simmulation,” '".".' A, L_aI onc_e. and :
Smoker, cds., faperimentation and Smmkn;r;: in Political Science (Toronto:
i i Toronto Press, 1972), pp. 177-224. N
U';;f r"ifllli’: ﬁio-mcrcamilist approach inctudes the following work.s: Gilpin, U.S;'
Power and the Multinational Corporation; Susan Strange, Sterling and Bml:).:? g
Policy (London: Oxford University Press, I??l): and Stephen D. Kr;sn;;r. e
Jending the National interest: Rm{rj Mareir:aii’ ln:es]rg;g?ls and U.S. Foreig
] inceton, N.J.: Princeton University Press, . ' .
P‘;’;:yl(tiggrilionist works include: Ernst B. Haas, Beyond ‘rhe Nanon(-‘Sgre‘.
Functionalism and International Organization (S-lanford, Calif.: Slanll'q.)r Nm«
versity Press, 1964); David Mitrany, The Functional Theory o_f Politics { e:v
York: 5t. Martin's Press, 1975); and Karl W, Dcufsch etal, {Dohtfcal Comn;:;;r; Yy
and the North Atlantic AArea (Princeton, N.J.: Princeton University Pre:s. o ":.
39. Works in the interdependence field include: Haywa.rd R" Alker, A !co -
odology for Design Rescarch on Interdependence Aliernatives, lmemfmo]na f'
ganization 31 (Winter 1977):29-63; Hayward R Alker anfl Nazli C] loucn’.
Analyzing Global Interdependence: Methodolagical f’erspecm'esl and I\’Sese:rci
Impi;'cmifms, vol. 3 (Cambridge, Mass.: Center for International Studies,

Imternational Political Economy 127

M.LT., 1974); Richard N. Cooper, The Economics of Interdependence: Econ.

omy Policy in the Atlantic Community (New York: McGraw-Hill Book Co.,

1968); and Robert Q. Kechane and Joseph S. Nye, Jr., Power and Inierdepen-

dence (Boston: Little, Brown and Co., 1977),

40. Nazli Choucri (with Vincent Ferraro), Iniernationat Politics of Energy In-
terdependence (Lexinglon, Mass.: Lexington Books, 1976). As pointed out by
Alexander L. Georgeina personal communication, the term “constraint” includes
variables that prevent a nation from behaving as it wishes, as well as factors
that motivate a nation to behave in a cerlain way. Both usages are intended here,

41. Savage and Deutsch, “Analysis of Transaction Flows."

42. Choucri, Energy Interdependence.

43. The interdependence orientation is also responsible for the recent concern

in political science for “eco-politics” and efforts to incorporate environmental
constraints on the analysis of retations among nations [Dennis Clark Pirages, ed.,
The Sustainable Society (New York: Praeger Publishers, 1977); and Walt Ander-
son, ed., Politics and Environment: A Reader in Ecological Crisis, 2nd ed. (Pa-
cific Palisades, Calif.: Goodyear, 1975)]. A schematic outline for such an orienta-
tion places emphasis on popuiation, resources, and technology as three character-
istics of state capability that determine the range of possible behaviors: see Nazli
Choueri (with the assistance of James P. Bennet), “Population, Resources, Tech-
tology: Political Implications of the Environmental Crisis,” in David A._ Kay and
Eugene B. Skolnikoff, eds., World Eco-Crisis: International Organizations in
Response (Madison: University of Wisconsin Press, 1972), pp. 9-46. The debt of
the “eco-politics” version of interdependence theory is to (he carlier work of
Sprout; see Harold Sprout and Margaret Sprowt, Foundations of International
Politics (Princeton, N.J.: Van Nosirand, 1962) and their recent restatement, i.e.,
Harold Sprout and Margaret Sprout, Toward a Politics of the Planet Earth (New
York: Van Nostrand Reinhoid Co., 1971). Another theoretical offshoot of the in-
terdependence theories is more clearly related to aspects of economic theory,
namely, that which focuses on multinational corporations and seeks 1o deduce
their international political implications. See, for instance, Theodore H. Moran,
Muliinational Corporations and the Politics af Interdependence: Copper in Chile
(Princeton, N.J.: Princeton University Press, 1974); Thomas 1. Biersteker,
Distortion or Developmeni? Contending Perspectives on the Multinational Cor-
poration (Cambridge, Mass.: M.I,T. Press, 1979); and Vincent A. Ferraro, "The
Political Dynamics of International Resource Cartels: Case Studies of Petroleum
and Copper” (Ph.D. diss. M.LT., 1976). Primarily, the focus is on corporate in-
fluence, or degree of control, over political processes and political outcomes in
their “host” countries, but not on the elements inducing changes in relations. The
literature is descriptive rather than theoretical or predictive.

44. Sce, for example, Fernando Henrique Cardoso and Enzo Faletto,
Dependency and Development in Latin America (Berkeley: University of Cali.
fornia Press, 1979); Susanne Bodenheimer, “Dependency and Imperialism: The
Roots of Latin American Underdevelopment,” Politics and Society 1 ( 1971):327-
359; Samir Amin, Accumulation on a World Scale (New York: Monthly Review,



128 Nazli Choucri

1974); and Arghiri Emmanuel, Unequal Exchange (New York: Monthy Review,
1972).

45, Recent, more rigorous extensions include the works of Johan Galtung, “A
Structural Theory of lmperialism,” Journal of Peace Research 2 (1971):81-118;
and James A. Caporaso, “Dependence, Dependency, and Power in the Global
System: A Structural and Behavioral Analysis,” International Organization 32
(Winter 1978):13-44,

46, Enunanuel, Uneqgual Exchiange.

47. Duvall et al., “A Formal Model.”

48. Hirschman, National Power.

49. Gilpin, U.S. Power and the Multinational Corporation.

50. International political position is meant to include capability as well as
“power,” See Hayward R. Alker, “On Political Capabitities in a Schedule Sense:
Measuring Power, Intcgration, and Development,” in Hayward R. Alker, Karl
W. Deutsch, and Antoine H. Stoetzel, eds., Mathematical Approaches to Politics
(Amsterdam: Elsevier, 1973), pp. 307-373,

51, C. Vred Bewgsten, The Dilemimas of the Dollar: The Economics and
Politics of United States International Monetary Policy (New York: New York
University Press, 1975).

52, tbid.; see abso Lckaus, “Is the IMF Guilty of Malpractice?”

53. Anatysts of internationanl retations rarely, if ever, refer to a country's inter-
pationab trade, payments, or financial manifesiations of overall national power in
workl politics. The few exceptions in the literature treat military and cconoinic
factors as two distinet disnensions of national power. For an exception, sce Klaus
Kuorr, Power of Nations; The Political Economy of International Relations
{New York: Basic Books, 1975).

54. Charles P. Kindleberger, “U.5, Foreign Economic PPolicy, 1776-1976,"
Foreign Affairs 535 (January 1977):395-417.

55. Nazli Choucri and Robert C. North, Narions in Conflict; National Growth
in Imternational Violence (San Francisco: W. H. Freeman and Co., 1975),

56. This is only parlly consistent with Robert Q. Keohane, “The Theory of
Hegemonic Stability and Changes in International Economic chimcE. 1967-1977"
in this volume.

57. The convention of using aunual intervals in international analysis research
conflicts with the economists’ convention of employing quarterly data, clearly be-
cause of the differences in the data base employed and in the problems addressed,
But in each case the characteristics of the data, not of the underlying theory,
determine the choice of time frame and intervals. See Nazli Choucri “Forecasting
in tnternational Refations: Problems and Prospects,” International Interactions |
{1974):63-86.

58. The terin “muttilevel” shouid not be confused with “muitivariate.” A multi-
variate model is very simply one that includes more than one variable, However, a
multilevel model implics not only a multivariate model, but one in which certain
variables (or sets of variables} in the model are asymmetrically related. See
Thomas Baumgartner, Thomas Burns, L, David Meeker, and Bradford Wild,

International Political Economy 12

“Open Systems and Multi-Level Processes: Implications for Social Research,” In.
ternational Journal of General Systems 3 (1976):25-42,

59. 1. David Singer, “The Level-of-Analysis Problem in International Rela-
tions,” in Klaus Knosr and Sidney Verba, eds., The Internationafl System: Theo-
retical Essays (Princeton, N.J.: Princeton University Press, 1961}, pp. 17-92.



