© tEnLsEGREEEEEME ‘

Ao PR BR R

(3] Nikolaos Zahariadis #433%

&
&
(¢

GSERS

Pt x oKk ¥ W KR H

@z~ Peking University Press

9353



——-—-

Contending Perspectives in
International Political Economy

Nikolaos Zahariadis
State University of New York, New Paltz

Peking University Press
Beijing



e |

EEWNAREIE EF:01-2004-1990 q

Nikolaos Zahariadis; Contending Perspectives in International Political Econemy.

Copyright © 1999 by Harcourt Brace & Company, a division of Thomson Learning.

All rights reserved. Jointly published by Peking University Press and Thomson Learning. This edition is only for
sale in the People’s Republic of China (excluding Hong Kong, Macau SARs and Taiwan).

ISBN: 0-15-508261-2

FHEEIKONERLFAFHREMGBHRFIHEREASEHR. LEDERAR '
EREAR#XNEHNS(FEEFE RNBNTHRNAETBRE), REHREHE
U, ARUEAFTAVR EHATRBINEATRS.

MRALERE , B LR o

B E RS B (CIP) ¥R

G i i E BRBIG R U2/ () FLA B i #f (Zahariadis, N. ). —RER. —JLa:
LK% W RAE, 2004.8

(HRBEEERXRFREEAA. ...

ISBN 7-301-07699-1 '

L4 .4 . #HALSFEARY —XHE2EX N.F11-0
o [ A A P 454 CIP B % F..(2004) 58 07638775

# Z: FRPTHERBEIGLFE
(Contending Perspectives in International Political Economy )
EHEFEHZ . (£ Nikolaos Zahariadis
HAEHB: KRR
B $ S ISBN 7-301-07699-1/D « 0946
W R 1T bR KRR
H B EETEERFEAILERERA 100871
2] Hik: http://cbs. pku. edu. cn
H W& BRREE 62752015 AR ATHR 62750672 ZMABER 62757785
B F 1§ #: zpup@pup. pku. edu. cn
H R #F. XBXITTFRSH
BOR . e R¥EERT
® W . FEHE
787 BHK K960 ZEH 16 F& 13.75EIFK 333 FF
2004 (EF 8 HE 1 AR 2004 4E 8 A 1 KEIHI
& #t . 27.00 3T




<@ﬁ&%§@ﬁ?§ﬁﬁ%ﬁ&%>

b K BN Jsl
(B RHFH)
RAR(REAFEMFLASR)

RER(ZLEXFALFSERGLRAFR)
& BAFRFRAGRLAFR)

2B HEGIEER) . =

M (PEARXFEGLEER)

KT (PRARKFRRLAER)
lﬁﬂ<¢@ﬁéﬁ#%%@ﬂ%ﬁw&%*kiﬁ&mmﬁm)
ZRS(F BRLHF BTG5 KB )
IER(ARRFRFELAER)

HRH (LT K S BIRL R FBE)

8 % 38 (i 4 K % B R R AR AT

£ ARFTAFEARLAFER)




H A % BA

NA XA, RAGHARLEFALEERAA TREGK A S, EH BT
Ry FARRBRESKL, LR G H, HF-BRFERBEEEARLAAAROEL &1
FIURKAEARAANFL ARER MBI LRILKY TE R, LMNHEL, B
LR MNP X, RERBENAREL AN ERRF RHALEHGLRT Y
HEZRF, MEFIHORIIRONS AR EN B, MR LBLE D5 E0
BHBBIARIIHK., MEBNARDEARLEDAMERREROHEAL T, RREKY P
G F RN EARF LR FHM o F 2R P — R HI2, 30 T e B K £ i8
#ﬁlﬁuﬁﬁﬁé‘ﬂié‘:&iﬁr%,Akv?v’v?rvx‘rk:‘iTﬁ#@ikﬂﬁéﬁ&###*&%,jb
EAFI PR ATRARGFRLA LA BFRL E i FALERE G4 5%
K,IrFREEMH AR,

REURAESAGERXARBYPAB”, EZRXTFERARRMBAR B, HF 8
A TARERRAKFSAAARBRA AN 5 REEMNOAT, NS LE Fik
FRXYAFRAAFR LA LRFARAAEAAFSF PR . PEARAFEAGLA SR,
I XFR KAERFARFAMALH PELLHFREREFERAHR I P bR
HBBEFRATF L AR ERA LG FREF, A B & G & B % E A 24024 8
) REFFRFLELERREXERS,

AABR —RATAANAZRAIRABREY BRI LSRN, NS I EARGRE
RAERF M, LEEARREBFFF BOKFRM, CMETHARL TGS, 14
A F M, AR, ETEMAL ARG RFRTIRLL AR KM Fik
B ARANESCHALADERA RS BRI LS LA PRI PHALEH L E T
EBEASILRRGRERM . EHERXBOHE, RNARFD A RBIREG £ 5P
HARE THHEF8, A3 F k4 £ 47500 ik fo e B X 2 Tk,

SR ARMEGEREEN B FHRBREM AL E, F L2 AL RE TR E LA
ABLAKKEE SO ERFEQANBEELNINAN R A RN+ 5, AB P A
ms—‘aéﬁ&&#éﬁ:Bﬁi%i%%ﬁi——&ﬁ:&ﬁﬁ&%&%%@F&%é&%#ﬂ%fﬁﬁiﬁm
HRIBFRELAEHZ,

RELENARBEL AN AXEL S, 0L EETRHFARA R FH
AE REBFHRE A EhHEY BEAEFPEFER RAARLENERF WL LET
WikA AR R R R R ERFORE Y RRART KT B,

hl——



EFRBEEFFRI“HRER:
BUAFH LFFN . B FFHiEs  Hith?
— (WP E R ZNFE) T

E B

PHEFSEN -—HF ERAEEFFI0HLT0FRETIFRARSEUK,
HEEEF S4B, HP OTZASRAERKALGFEXNEFRNRARAANEE:
¥ ENBEAEFFHEX A F - ERREEFFH R ERPEE =  BRXK
BAFFWHRBERANR, BXEFEHFREFH - L £ T 1 #f (Nikolaos Zaharia-
dis)HH WX K4 P 8 B R K % 2 5% % )(Contending Perspectives in International
Political Economy) AF| B4R (B E A E X H 2R X R . X2 5XE.REx5 8 MW
TONGRAT AR -FEART  “REFWAREE" P GFENARTEL " TF
REFREFXAFPHANEFNABRE #TAHNEERNRBEEFE"WHE.,

— . BB L5 B E R

BERBRALHFSAEUR, SV BANFNBERERK ALK EH T XA, XK
BESREREABHFERARRNBENRE., EXFTH.ENEEAFRAAL. —#F £
DA T Rk B CH K IR, B BT IE B 4k A B9 3k 3 & B % 7 (critical political econo-
my) , BREK ENRKELFFEARBBABFREFFOREFOFARAE F RN
BMPEZREMBGE PR R EFEHRELTHNER” B “FEREEN
RENRABHFFUARNE., —HER ZBESTHBABHEFR.THEFKBE
FERZARBRLEFAFAB N RSB FOHEARE O, AW . EFRKBEHFF
WAHRNBENZR BEREFXR - HARFTENZRBRALHFE”. EE NN ERE®
BHFRERFE-HAXTERREEFFHTAH ZE8EZ. wRRAFBELERKLE
FET-AMAEXNE LR EANEZR . EREALFFIERREGREREPTHENR
EXFWEERABR.FFAURGRONBERSI A EFHEA BRE5ERZEE X
FURBRABKALHNAIREEH . KX FA. IR X EREERKE L F¥

O BREBEFRENMA.




—

2 $RPNEREALE TN t

WHARBELQAZX: —XREL2REENHNE . AREFRLRSRTHER.ERAZ K
A BEAFBEEERD ERAAL. BREFAXEIXERROUNRLRMA; - %R
REBEH A AEERALGEORARB A IARRALE) BEXRALF; —XR
EREENFAE AEARIE 4B R, BXESANASE., IR(ERTPHERK
BEFFILRBHNRRIESIRARETRNEANEABELAR X2 . 24X FOMEX
EENENMNBE(XL2E5RR . RES5HEBTH).

—. ERBIRZEMER

MRERANEERREFRREEFFHERNE MR E., ERRBEFER L
PRHARRTERIBEFE A TE A X FRANEXNMUNTFELLE2ERT £RO,
WREFEBEFARXN DR ERARXNRERRALEHFEZAEIRLELFRERKE LN
¥ 7., EvEAFRELEFRFHBELN, “RALHFE"XNRECLBHFAI0SET,
EELRFARXBRFA LR THEENF T, H“H " (normative) ¥ @D, WwEBK % £ ‘
FEXNMPRERAEFTENFR A FLRERBABFFH AR, BRXEERE
AW,

XTRAELHFFEN TR BRA EERELEHCL2EEREC, K17 HEE
IOHL, BAEFF - EETERFBIHEONFRNARER AR T A HEFTE X,
THEBEXURGTREIZBREINZAFARERLA. B VO HLTEHBFFRA
“BEBFE BRI - "BI"WERUEC, BFFTERBERRA“TH"HTHLE.
MEBRBF¥UETEERBERM T T IS0 S EFTR LT A¥EERIRRETR
Al —T“BI"WER . BERXRBRAEXER IR BFEWNHEANERE. 2FFFoB%
FRATUNE EAYA LA TLZE, RAFTERIFER - EH —HEREARY
7 & (a mode of inquiry) YA & # X — ME K B 47 8 (a locus of inquiry), ¥ —#HE X
BERNKEFTEREBARNREIBRUREFHRRN OB N A ERAE DK%
FUHRBELEN LB oTHTC, 5HHER . SFFLTULIRTH 2N —FEX
BN FRUBREA N EROER. N - FERXFAR T AN B FEETEHR LR
HRAB:AEN M ERABWEFFNEEARBRNBE AT HREA 29, K
BEREFENTLARBRATERAFNEF ¥ 2 AT RMEABHNE R, 3

FEH. KER (BREREFE ERVEASALLRTR) . B F H1418 2003 F47,5 19 .
BRELEFREI-NR,

EER. KERABRBGLF¥ ARUASALLRTI W H B HH 2003 5,58 11 K.

FRAK - KOHFBEAFERHLPNE . ERH B EHE ) NEF, 4 BA ¥ H IR 1996 £, 85 15

® e 8 o

FER (HRAGRLETE), B H B H18 2000 F1, 5 196 .
BLEHIRP IV,
BREHFRE VR,

SICNT




BRBUAL TN AREBE ™ BUANN BTN BALFH¥NERRM? 3

0HLTOFR BRELFEEAAIN N TERAFPEFFLEIRMEIXEKNE, I
ATABEH AR FALBERAN BHRKI AN B FHELXBRERNFRARZ N Fa#
BRFBBFRBEANFZLBRERL AN ERAFNEFFL AT RAREE
REREWBACHEF AN ERBFFEBOFEFEZRFAOZBIFRHEX
RERKXATR ;DA% ATHREREANER (BAEEFEFEORE . FR—#4%—
WHER mERHELURHERERS,

=. BERBUAE T #H“PI R

RETHBE(BEEEN ERF¥NAREM AR EREFXEATREMBFN
MEXRRB”, REGKEZFFALUR-EAEL B WA R, XA(F LT HERFRK R
BREIVBRANERETHAEBANEREKAEFFRGESMAEARE”. HEESRTH
REMBFEARLRBKEHER N WX LW KL AT LB F O H KB A
HAEFLI . CARNBKBIN B TEARNERRREFED FUX B R AR L4
AFRRBFTBFEELXABREN T . B# . IR ERER X AT RAFEFNNE
KBRUHARBLEZTEN L. — A REZUEBFAN: —(RFLF LN F %, R4
REE; - KRFEHBON T E. ERER L FHBAEQ . AE M NEABEAE W
G eRARZLERRRIEAETI)TEAS T R HER" P BFR¥NE
B URERERKELFFHRBERN S Y,

REFXRPPYBAMSFXKERE

e BOR¥ | e mERTRMBAE | e R SUR B

R-MERTENEFE | ERHLSFIN AREBEEHEHFE (HLFEN
B BRI EER B

ER—-TEREREWBFE | FBRZEARRFRTERN
BERERERNEF TS

ERBEEEFFEA—TTER EFREREFHREN I ERRENEF L7
BHAENEEAEREN. BERAAEFEHRINFECL T 54T, 83N B(EH
BERBRYOD EL(EAEMPEEEFENOEBOURMEL(EI AR T U AN
TR BRILAFNM) EFRAEFFCERANTER LM FE LR ERPHN—ANEEY
BB EAREERLEREFRROAL, PEFE R AR EL RERANEN LR
FATENAF LALZARKNBER, EXF-AEF LERWADRANEFHK AR,
HERRAR LM EFLRERNRALEN TRERRNERERAFRZHE L,



To Ellen and Lucy

For just being themselves

-—




This book is a product of many people. Although they all deserve thanks,
they are too numerous to mention by name here. But one stands out more than
others. Ken Fuller provided considerable assistance with the logistics of the
project, particularly the process of contacting publishers. My students at the
State University of New York—New Paltz deserve my gratitude for provid-
ing valuable feedback on the selections included in this volume. I would also
like to thank the political science editor at Harcourt Brace, David Tatom, for
valuable support and encouragement throughout the project. Finally, I wish
to express appreciation to my wife, Ellen, for being so understanding with my
academic pursuits and the time they take to complete.




The term political economy has been used for over three hundred years to
denote the management of the economic affairs of the state. It emerged first,
as a framework to bridge the old notion of oikonomia—the Greek word for
household management—to the new notion of capitalism—the satisfaction
of individual desires by industrial production—and second, as a response to
the mercantile practice of wealth acquisition and management prevalent
since the Italian city states of the thirteenth century and the discovery of the
New World. Mercantilism, and its recent incarnation as economic realism,
involves the subordination of all economic activity to the pursuit of state
power. Wealth accumulates when exports are encouraged and imports are
discouraged with state support in both tariff or subsidy form. Political econ-
omy as a field of study, in Adam Smith'’s sense, reverses the relationship, sug-
gesting that the state should support rather than subordinate economic
activity. This new way of thinking provided at the time the medium for
connecting the individual to society at large, bypassing the need to study fa-
milial management. It facilitated the study of new institutions of production
and distribution of wealth, such as the textile factory; gave rise to intriguing
new questions, such as the role of the state in facilitating or inhibiting the
capitalist process; and served as a framework with which individuals could
better understand and cope with the dramatic consequences of the industrial
revolution.

The study of political economy, however, had one more objective that is of-
ten forgotten in contemporary discourse. It legitimized the pursuit of indi-
vidual interests and aimed at designing institutions that promoted human
happiness. It is important to highlight this moral dimension of political econ-
omy for two reasons.

First, it helps us understand the transition from a Christian tradition that
deprecated the pursuit of the material in favor of focusing on “the next world.”
Even as late as the 1700s, there were fervent disputes over the “just” prices of
commodities. Job mobility as well as that of persons were severely restricted.
Adpvertising was not allowed for the most part. The pursuit of human happi-
ness in terms of earthly possessions was not merely restricted on the basis of
state or church prohibitions but also on the basis of social norms and values.
As Albert Hirschman (1977) maintains, up until then individual interests were
thought to involve the pursuit of honor and glory, not material advantage.
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The field of political economy provided an intellectual agenda to ennoble in-
dividual wealth acquisition.

Second, the study of political economy has a normative objective. This point
has been lost in contemporary discourse because the modern disciplines of
economics and political science have adopted a positive outlook becoming
more concerned with questions of “what is” rather than “what should be.”
Examined from this angle, the study of political economy acquires a distinct
advantage over the separate study of either politics or economics. It not only
sensitizes the student to the interconnections between the two, but it also
serves as a normatively good and analytically useful guide in times of dra-
matic change. It is normatively good because it forces analysts to question
their assumptions and values. For example, accepting globalization as de facto
reality and exploring the constraints it places on the state are important issues
to address, but equally important is the question whether the state has a role
in promoting the welfare of its citizens and whether such restrictions under-
mine this role. No matter what the answer may be, asking such a normative ‘
question forces the analyst to think about the direction of human evolution. 1
The first political economists, including Adam Smith, as well as Karl Marx,
were also moralists. Such a conception of political economy is an analytically
useful guide to policy because it challenges analysts to think of ways to adapt,
create, or discard institutions should the need arise. Political economy is not
simply an intellectual agenda that helps us understand what is happening in
specific areas of human life. It is also a way of forcing us to think of ways to
make things better.

The book has two aims. First, it serves as a survey of theoretical approaches
to international issues of political economy. Good surveys, in theory, must be
both comprehensive and coherent. In practice there is a trade-off where
coherence, that is, a complete illumination of all aspects of a perspective,
stands in the way of the need for comprehensive coverage of all perspectives.
This anthology of readings leans on the side of coherence. It is guided by the
very practical limitation of space to provide adequate coverage of several ma-
jor, but not all, strands of thought. Second, the book aims to introduce stu-
dents to the separate and sometimes distinct logic of economic and political
ways of thinking about the same issues. It is all too common for students of
political science to have limited exposure to economic concepts and theories.
Similarly, students of economics are usually unaware of the political dimen-
sions and consequences of economic decisions. The aim is to show the dis-
tinctiveness between the two disciplines, but it is also hoped that students
will be able to judge for themselves whether, how, and in what areas there are
interconnections.

WHAT IS8 INTERNATIONAL POLITICAL ECONOMY? Thereisno
widely accepted definition of the term. Some analysts try to separate the field
from either of its core constituent disciplines—political science or econom-
ics—and present it as a distinct, new approach. Others try to integrate the
two fields into one coherent framework.

r—
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Some analysts view the term as distinct and separate from economics or
politics. Robert Cox (1995, 32), for example, defines it as the study of “the
historically constituted frameworks or structures within which political
and economic activity takes place” on a global level. The focus is not on the
present or on actors operating under fixed assumptions, but on history and
structures, that is, actor-reproduced pictures of reality. The question the field
asks, according to Cox, is how these structures came about and how they may
be changed. This definition is too narrow. It imposes a particular methodol-
ogy (dialectic), time frame (past), and analytical framework (critical theory).
Why should international political economy (IPE) not be concerned with
problem-solving or with the present? What good is historically derived knowl-
edge if not to be utilized to better humans? And why should an entire field be
confined to only one theoretical framework? It is certainly a good way to dis-
miss competing explanations, but it is an inefficient and inappropriate way to
accumulate knowlege because academic discourse ends up being a mono-
logue rather than a dialogue. )

Most analysts, including the present author, proceed in a different direc-
tion. IPE is understood as the interconnection between politics and economics
in the domain of international economic relations. The trick is to determine
how this connection is defined. That's no easy task because there are many
different conceptualizations of the constituent terms.

One important assumption underlies the above definition for IPE. What
distinguishes IPE from mainstream international economics is the fact that
the world economy does not and cannot exist without some political frame-
work to stabilize it. The state needs the market to function properly. As Rob-
ert Gilpin (1987, 8) remarks,

[Wlithout both state and market there would be no political economy. In the ab-
sence of the state, the price mechanism and market forces would determine the
outcome of economic activities; this would be the pure world of the economist.
In the absence of the market, the state or its equivalent would allocate economic
resources; this would be the pure world of the political scientist.

Obviously, neither is true, so IPE must involve some combination of both.
One implication is the search for a unified framework that transcends dis-
ciplinary boundaries. Some analysts view this as a fruitful attempt to recon-
stitute social science and to overcome artificial disciplinary distinctions. Since
the disciplinary divide allows us to specialize into observing only parts of a
complex social reality, disciplinary explanations are incomplete. It follows
that attempts at integration can only permit a fuller explanation. Other ana-
lysts deplore political economy as an example of “muddying the waters.”
This isbecause knowledge gained through specialization is based on simplify-
ing assumptions, for example, the economic man or political man. Because the
two are very different, any attempt to combine them will only confuse not
clarify. Regardless of where one comes down on this debate, the fact is that
attempts at unified frameworks have been made. One clear example is de-
pendency theory (Chilcote, 1994, Chapter 4), but there are others, such as
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hegemonic theory inspired by the writings of Antonio Gramsci (Gill and Law,
1988), or world-systems theory (Wallerstein, 1979). .

To help us cut through the maze of definitions, assumptions, and implica-
tions, we divide the definition into three parts and examine each separately.
Our definition necessitates a clear conceptualization of politics, economics,
and the term international. We examine each in turn and then we explore
their interconnections.

WHAT 1s PoOLITICS? While there are many ways to conceive of poli-
tics, they can be usefully classified in two distinct groups. This classifica-
tion scheme has been inspired by the work of Caporaso and Levine (1992).
Politics can be seen as a mode and as a locus of inquiry. Each conception
examines different kinds of politics and leads to dramatically different impli-
cations for the study of political economy.

Politics as a mode of inquiry refers to the use of power to capture and con-
trol the allocation of resources. This definition comes close to David Easton’s
(1981) celebrated definition of politics as the authoritative allocation of val-
ues, but it is more specific to resources than to the wide array of nebulous val-
ues. This is appropriate in our case, not simply because of the difficulty of
defining values, but also because of the subject matter of our inquiry into ma-
terial well-being. What is noteworthy about this way of conceptualizing pol-
itics is that the focus is on activities—not institutions—and on some kind of
coercion or authority—not simply a voluntary exchange.

The focus of inquiry is on exploring how the process of allocating resources
is being made. This takes politics away from the formal study of institutions
or the state in that politics may take place outside the limits of “government.”
For example, the media play a significant role in shaping the government’s
agenda even though newspapers, magazines, radio, and television are not
part of the government. Political activities, therefore, take place through a va-
riety of institutions, some of which may involve state agencies. Politics pro-
vides us with a way of thinking about such activities.

The allocation of resources depends on the ability of individuals or groups
to control the process. Capital accumulation does not occur spontaneously
but rather takes place within a hierarchy of individuals or groups—some of
whom have greater influence over the others. Sources of influence may in-
clude group characteristics such as information. For example, some entrepre-
neurs know the results of geological surveys and, consequently, can ask for
exclusive rights on contracts for oil extraction much earlier than other entre-
preneurs and at much lower prices. One of the most frequently cited advan-
tages of multinational corporations (MNCs) is managerial know-how and
access to technology. Consequently, MNCs always have the intitial advan-
tage in negotiating contracts with host governments involving the extraction,
processing, and distribution of raw materials. Other sources of influence may
be access, that is, some entrepreneurs have access to governing officials so
that they can negotiate better terms on contracts to, say, supply the govern-
ment with computers. Still others simply have more money and can buy off
opponents. All in all, the activities of individuals and groups are considered
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political if they are involved in holding, making, or trying to influence the au-
thoritative allocation of resources.

Politics as a locus of inquiry stresses the need to study formal institutions.
Attention is directed at the state and its ability to function properly. For
example, analysts may examine congressional legislation or elections, do-
mains traditionally associated with “government” and its functions. They
may, however, analyze the constitutional make-up of a particular govern-
ment and its historical development. In contrast to the previous conceptual-
ization, politics is viewed as a particular domain or area of study.

WHAT 1S ECONDMICS? In a similar way, conceptions of economics
can be divided into two groups of conceptualizations—as a mode and as a
locus of inquiry. Each examines different aspects and has different conse-
quences for the study of IPE.

Economics as a mode of inquiry refers to the efficient allocation of re-
sources. Just as in the political definition, the focus is on resources but the key
concern is on efficiency, not on power. Efficiency has positive and normative
implications. On the positive side, it refers to finding ways to increase net bene-
fits, that is, maximizing benefits and minimizing the costs of specific allocation
schemes. This in turn creates greater wealth. On the normative side, greater
wealth is viewed as something that is desirable. A more efficient allocation of
resources implicitly increases human happiness.

Resources are, of course, not allocated automatically. The process is con-
ducted by individuals within a system of free will. Hence economics focuses
on individuals and requires the making of assumptions about their behavior.
Individuals are assumed to be utility maximizers, that is, seeking to satisfy
their desires by pursuing certain available means. Economic calculation en-
tails the efficient utilization of means so that more can be accomplished with
less. This means that individual behavior is conditioned by constraints to
which it is exposed. Changes in behavior are not attributed to shifts in pref-
erences. Preferences are assumed to be stable, consistent, and exogenously
determined. Instead, changes in behavior are attributed to changes in envi-
ronmental constraints and the systematic evaluation of alternative available
options. For example, our decision not to buy a car but purchase a television
set is not based on the fact that we changed our minds and now we want the
set more than the car. Rather, it is the result of constraints and rational calcu-
lus telling us that we need the television set more than the car given the uti-
lization rates of each, our lifestyles, and our funds. Such a way of thinking has
been characterized by Max Weber (1978) as “instrumental rationality.” Mod-
ern man understands the world by reducing it to a series of means-ends cal-
culations. Of course, such a way of thinking need not be restricted to what are
traditionally thought of as economic activities, such as the production and
sale of typewriters or automobiles. Nobel laureate Gary Becker (1976) has ex-
panded it to a wide array of activities and institutions, such as voting, sui-
cide, and the family.

Economics as a locus of inquiry refers to what is commonly alluded to as
the market. It is distinguished in two ways: as a particular type of activity
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and as a distinct set of institutions. Economists influenced by older tradi-
tions of economics refer to the realm of the economic as the production and
distribution of goods and services (Caporaso and Levine, 1992, 24). In other
words, economic activities are those that provide or satisfy material desires.
This is certainly compatible to earlier conceptions of the economy as house-
hold management. How these wants can be satisfied and who should pro-
duce or consume lead us to the second conceptualization of the market as an
institution.

Economics is usually identified with the market. It is defined as “a system
of exchanges in which supply and demand interact to determine prices for
both resources and products” (Clark, 1991, 6). Implicit in this definition are
the basic tenets of a competitive market, which involves many small buyers
and sellers with undifferentiated tastes. Not all markets need be competitive,
but competition in the form of voluntary exchange is held to be the key im-
age of the ideal market. In addition, a central tenet of the market is private
property. Markets cannot exist without private individuals owning portions,
or ideally all, of the means of production. It is the right of individuals who
own property to sell or buy other property that differentiates the market from
the polity. Individuals pursue their objectives apart from those of the state
and it is precisely this separation that makes the market work well. It is no sur-
prise that one of the first things that all former communist countries estab-
lished during the transition period from command economies was the legal
notion of private property.

Such a conception of the market requires a clear differentiation of it from
other social and political institutions. One of the biggest contributions of
Adam Smith was his ability to clearly articulate the logic of the self-regulating
or free market. His aim was to differentiate commercial transactions from
state authority and to show that such a system guided by the “invisible hand”
would bring greater prosperity to the nation and the sovereign. Indeed, it
was this transformation of the organization of production that leads Polanyi
(1957, 71) to argue that “a self-regulating market demands nothing less than
the institutional separation of society into an economic and political sphere.”
Conceptualizing a free market requires a clear and distinct separation of the
processes of production from the vagaries of governance and diplomacy.
However, to be separate does not mean to be independent. Adam Smith, as
well as most economists, accepts a significant amount of state involvement
in what are commonly referred to as public goods, such as public works or
defense. :

WHAT 1S INTERNATIONAL? The term “international” refers to issues
going beyond any national boundaries. This means that although national
boundaries are important, they do not represent a different order of reality.
They are simply one of the parts of the complex mosaic of issues, problems,
and actors that have a role to play in international affairs.

Such a definition is different from others in the literature. The term has a
standard definition in international relations as referring to issues and actions
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between countries and not within them. But “unlike stylized versions of
‘international’ (that is, interstate) politics,” Keohane (1997, 150) boldly as-
serts, “political economy cannot be encompassed solely by the interactions of
states.” The definition provided here accepts that some issues may involve
actors in domestic and international politics. In other words, the conception
of “international” refers to a locus of inquiry, not a type of explanation. Inter-
national is the domain within which the present study on political economy
is situated. Some analysts prefer to differentiate this conception by using the
term “global.” This seems redundant.

We are now ready to begin putting the parts of our definition together. We
have argued that the political can be viewed in two ways: as a mode and as a
locus of inquiry. The same is true for the economic. Combining the two gives
us a matrix with four cells. Using one as a method and the other as a locus of
inquiry permits us to offer two different ways of looking at political economy.
The first is the neo-economic way, or public choice, that uses economic con-
cepts, assumptions, and methods to examine politics as an area of inquiry. The
chapter by Bruno Frey illustrates this approach. The second approach is the
neo-political approach. One uses political methods and concepts, such as he-
gemony, to examine traditionally economic activities, such as trade or for-
eign investment. Keohane (1984, 21) illustrates this approach well in his
definition of IPE: It is “the intersection of the substantive area of economics —
production and exchange of marketable means of want satisfaction—with
the process by which power is exercised that is central to politics.” The chap-
ter by Krasner is a good example of the political approach. There are also two
more cells in the matrix. The first has to do with traditional economic analy-
sis. Decisions on whether to trade with another country and how much trade
there should be have as much to do with factor endowments (traditional eco-
nomic analysis) as they have to do with the balance of self-interested pressure
groups and their ability to influence decision makers (neo-economic or neo-
political approaches, depending on assumptions). The chapter by Coughlin,
Chrystal, and Wood demonstrates the strength of traditional economic
analysis. The last cell includes traditional political analysis. It is not illus-
trated in this book because the focus is on economic activities.

Analysts employ different criteria when examining each institution sepa-
rately —the state or the market— depending on their disciplinary orientation.
This has serious consequences for the study of political economy. Economists
value primarily efficiency, growth, and stability, while political scientists are
more interested in freedom, equity, and order (Clark, 1991). Hence, econo-
mists view institutions, such as the state or the market, in terms of their ability
to foster or inhibit such goals. For example, looking at the state as an eco-
nomic institution, economists conclude that relative to the market the state is
a poor allocator of resources, and an institution that fosters less wealth accu-
mulation. The usual policy advice of such a perspective, with some exceptions
and refinements, is to shrink the state in favor of the market. Examining the
market as a political institution, political scientists are more interested in
freedom, equity, and order. The market, they argue, limits choice through




