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1. Complex Interdependence

· Definition? Complex interdependence is the idea put forth by Robert Keohane and Joseph Nye that states and their fortunes are inextricably tied together. It was created as a critique of economic nationalism and has three main characteristics

· Multiple channels: it connects societies, including informal ties between governmental elites, non-governmental elites, and transnational organizational; these channels are summarized as interstate, trans-governmental, and transnational. EX: multinational firms and banks affect both domestic and interstate relations.

· Absence of hierarchy: agendas of interstate relationships have issues that are not arranged in a clear hierarchy. Among other things, this means that the military security consistently dominate the agenda. The distinction between domestic and foreign issues is blurred, and different issues result in different coalitions within and across governments. EX: foreign affairs agenda has become larger, wider, and more diverse.

· Military force: It is not used between governments and other governments within the region or dealing with similar issues when complex interdependence prevails. Military force can however be used between governments outside that region, or on other regions. For example, it can be irrelevant when solving disagreements over economic disputes (complex interdependence), but can be important for that alliance's political and military relations with a rival bloc (not complex interdependence). EX: In the EU, because they are heavily dependent on one another socially, politically, and especially economically, the thought of a military force between them is next to almost impossible.

· (SHORT VERSION) 

· Multiple channels: the use of multiple channels of action between societies in interstate, trans-governmental, and transnational relations

· Absence of hierarchy: the absence of a hierarchy of issues with changing agendas and linkages between issues prioritized

· Military force: bringing about a decline in the use of military force and coercive power in international relations

· Significance? There is greater cooperation between states. Furthermore, it most to a post-Westphalian world where states are not the only important actions or significant factors in political economy. Also, it reduces the risk of warfare because they are so dependent on one another. It’s like a security community where because their economic ties are so strong the idea of war ever occurring between them is impossible.

· Critique? Economic nationalists would argue this is not an accurate representation of the world because they believe that states only cooperate to benefit themselves and if they find economic relations to be bad for them they will get out of it, potentially disrupting other nation’s economies.

2. Gramscian Analysis

He focused on the role of ideas and culture in explaining capitalist hegemony. A hegemon is seen as a class domination that is solely based on consent. Additionally, hegemony is not based on material power of just one superpower but is supported by hegemonic ideology that is in favor of capitalism. Hegemonic social order is a constituent of the church, the educational system, the press, and all the institutions that have shaped people and their mode of behaviours.

Cox explanation of Gramsci’s analysis with respect to IPE: Hegemony is enough to ensure conformity of behaviour in most people most of the time. His ideas were influenced by the basic difference between Russia and Western Europe thus he argued that the war of movement could not be effective against the hegemonic state-societies of Western Europe. He saw Russia as the state being everything while the civil society was underdeveloped, he saw Western Europe as the civil society, under bourgeois hegemony being fully developed. Gramsci sees hegemony as a key element in three dimensions:- the state, Passive Revolution, and Historic Bloc.  These three dimensions underline the perception of hegemony and that hegemony of the ruling class, which is exercised over a whole social formation, eventually “constrains” the administrative, coercive, and executive apparatuses. Gramsci established a link between hegemony and the bourgeoisies and added that the bourgeoisies were not able to establish hegemony within the society through the three dimensions that can attain hegemony.

3. Bretton Woods System

· Definition? It is an international monetary regime that prevailed from the end of World War II until the early 1970s. The BWS, a dollar-based, fixed exchange regime, was history's first example of a fully negotiated monetary order intended to govern currency relations among states. In principle, the regime was designed to combine binding legal obligations with multilateral decision-making conducted through an international organization, the IMF (which acted as a lender of last resort), endowed with limited supranational authority. In practice the initial scheme, as well as its subsequent development and ultimate demise, were directly dependent on the preferences and policies of the most powerful states there. There are four underlining points:

1. Disadvantages of unrestrained flexibility of exchange rates; call for fixed but adjustable exchange rates

2. Governments agreed that if exchange rates were not to float freely, states would also require assurance of an adequate supply of monetary reserves.

3. Binding framework that would remove existing exchange controls limiting currency convertibility and return to a system of free multilateral payments; members forbidden to engage in discriminatory currency practices or exchange regulation. There were however capital controls - taxes or measures to stop money from flowing in and out for speculative purposes

4. Need for an institutional forum for international cooperation on monetary matters and US would emerge as a hegemonic power. 

· Significance? Resulted in the creation of two very powerful monetary systems - the IMF and the World Bank. It also gave evidence for a lasting effectiveness of regimes, political rules, and global economic order.

· Why did it collapse? Decline in economic competitiveness; loss of confidence in the US dollar; major trading partners, European and Japan, were more politically and economically independent; decline in US hegemonic power

· Critique? The Bretton Woods System provided evidence of the key role of power in shaping the design and evolution of international regimes, giving rise to so-called hegemonic stability theory. Only the most powerful countries (basically the US) had control over the functioning of the BWS

4. Comparative Advantage

· Definition? First mentioned by Adam Smith, at the GPE level, comparative advantage refers to the ability of a state to produce a particular good or service at a lower marginal and opportunity cost over another. Even if one country is more efficient in the production of all goods than the other, both countries will still gain by trading with each other, as long as they have different relative efficiencies. This comes from a very liberal perspective that states will cooperate with one another in order for all of them to benefit. Comparative advantage not only affects the production decisions of trading nations, but it also affects the prices of the goods involved. After trade, the world market price of both goods will fall between the opportunity costs of both countries.

· Significance? It results in lower costs for the producers/manufacturers so they make a higher profit. Also, it results in a reduction in price for consumers. Furthermore, it strengthens the idea of complex interdependence where states are economically tied to one another so a crisis like war for example is significantly less likely to occur between them.

· Critique? Due to different climate, Hawaii has a comparative advantage in producing pineapples and Kona coffee, while France has a comparative advantage in producing wine and cheese

· Example? The theory of comparative advantage, which states that nations should specialize, is criticized through the import substitution industrialization theory of development economics, on the grounds that terms of trade between primary producers and manufactured goods deteriorate over time.

5. SAPs (World Bank and IMF)

· Definition? SAPs are policies implemented by the International Monetary Fund (IMF) and the World Bank (the Bretton Woods Institutions) in developing countries. These policy changes are conditions for getting new loans from the International Monetary Fund (IMF) or World Bank, or for obtaining lower interest rates on existing loans. Conditionalities are implemented to ensure that the money lent will be spent in accordance with the overall goals of the loan. The Structural Adjustment Programs (SAPs) are created with the goal of reducing the borrowing country's fiscal imbalances. The bank from which a borrowing country receives its loan depends upon the type of necessity.

· Significance? SAPs are supposed to allow the economies of the developing countries to become more market oriented. This then forces them to concentrate more on trade and production so it can boost their economy

· Critique? Critics claim that SAPs threaten the sovereignty of national economies because an outside organization is dictating a nation's economic policy. Furthermore, Critics have condemned privatization requirements and argue that when resources are transferred to foreign corporations and/or national elites, the goal of public prosperity is replaced with the goal of private accumulation.

· Example? In Western Mali during the 1980s the privatization of the agricultural sector increased the inequality of food distribution and inequality in wealth as some farmers adapted to privatization and flourished and others fell behind. Also, instead of "mining" the land like farmers did before structural adjustment, farmers were introduced to fertilizers that left the land nutrient barren and unusable

6. Import Substitution Industrialization

· Definition? Influenced by Latin American countries and dependency theory, it is a trade and economic policy that advocates replacing foreign imports with domestic production. ISI is based on the premise that a country should attempt to reduce its foreign dependency through the local production of industrialized products. ISI works by having the state lead economic development through nationalization, subsidization of vital industries (including agriculture, etc.), increased taxation, and highly protectionist trade policies.

· Significance? It is a contending development strategy that has been enforced by multiple developing states. It frequently resulted in the regional integration to expand markets and increase bargaining power, and also the creation of newer more advanced technologies.

· Critique + example: There have been many criticisms of ISI, and one of the major criticisms is done by looking at the example of China. During the “Great Leap Forward” - an economic and social campaign by the CCP to quickly transform the agrarian economy into a modern communist society through the processes of agriculture, industrialization, and collectivization - China was not open to the outside world and imported very few goods. It was stated that the industrialization led to widespread famine throughout the country in an effort to bring China on a fast track to a rapid industrialization, and an estimated 20 to 43 million people died as private food production was not allowed.

7. Conditionality (closely tied with SAPs; use them to explain one another)

· Definition + examples? With SAP in IFIs like the World Bank and the IMF came conditionalities (conditions that had to be followed) and they have been attaching those conditionalities to their loans since the 1950's. Through conditionalities, Structural Adjustment Programs generally implement "free market" programs and policy. These programs include internal changes (notably privatization and deregulation) as well as external ones, especially the reduction of trade barriers. These conditions can be (conditions are also known as the Washington Consensus):

· Cutting expenditures, also known as austerity.

· Focusing economic output on direct export and resource extraction,

· Devaluation of currencies,

· Trade liberalization, or lifting import and export restrictions,

· Increasing the stability of investment (by supplementing foreign direct investment with the opening of domestic stock markets),

· Balancing budgets and not overspending,

· Removing price controls and state subsidies,

· Privatization, or divestiture of all or part of state-owned enterprises,

· Enhancing the rights of foreign investors vis-a-vis national laws,

· Improving governance and fighting corruption.

· Significance? Countries which fail to enact these programs may be subject to severe fiscal discipline.

· Critique? Critics argue that financial threats to poor countries amount to blackmail; that poor nations have no choice but to comply

8. New Regionalism

· Definition? Regionalism is a mini-lateral relationship that that involves more than two countries, on a geographically concentrated basis. It was first led by security and political concerns (such as NATO). However, new regionalism (since 1990s) has been more economically-oriented by concepts like free trade arrangements (NAFTA). In developing countries, there have been increases in regional trade agreements that are toward liberalization (no barriers). The most advanced RTA to date is the European Union where membership is more inclusive and it became a single market after the Treaty of Maastricht (1992).

· Debate? Derived out of regionalism are regional trade agreements and there have been many debates as to whether or not RTAs are beneficial.

·  Those for RTA believe that lower trade barriers are the most efficient way of functioning. The whole purpose of this system is lower barriers by decreasing tariffs and such. It is believed that all these regional trade agreements are one further step towards recognizing the political reality and preferential trade agreements. They enable two or more countries to get those barriers way down, to zero in many cases (like in Europe and in NAFTA). They lower those barriers a lot faster than the WTO or the GATT and go a lot further than them as well like in areas such as services and investment. 

· Those against RTA believe that it is proliferated at such an enormous scale that they have become very much a systemic problem for the WTO. Through these agreements they deny the most favoured nation clause which is about non-discriminatory handling of trade. It results in a scenario much like a "spaghetti bowl" where there are a lot of criss-crossing tariffs, rules of origin, because you need to try and identify which product is whose. One question often raised is how do small countries and small corporations deal with that chaotic structure? Thus there is a lot of worry for developing countries

· Example? Again, examples of new regionalism is regional trade agreements like NAFTA, EU trade agreements, and ASEAN (officially for economic cooperation but became a platform for leaders to deal with communism)

9. Liberal Environmentalism

· Definition? It is believed that economic growth needs to continue at the same time as environmental protection. Liberal environmentalism seeks to manage the environment through technology and managerial techniques. It possesses solutions through the market and state regulations and is the dominant approach to international solutions. Rio institutionalized the view that liberalization in trade and finance is consistent with, and even necessary for, international environmental protection. The "polluter pays principle" that was established in the Rio Summit refers to the idea that the polluting firm pays the costs of pollution or environmental damage by including it in the price of a product. Ideally price signals would reflect the real costs of pollution. This principle thus favors market mechanisms (tradable pollution permits, etc) since they operate by institutionalizing schemes that incorporate environmental costs into prices. One of its key ideas are market-based environmental solutions:

· The Kyoto Protocol has flexibility mechanisms allowing committed countries to trade emission.

· Non-state governance (such as NGOs) have advocacy networks and use the global market to put pressure on firms.

· Public-private partnership where there is an engagement of private sector (and civil society groups) in areas of environmental protection.

· Significance? The framing and understanding of appropriate behavior on environmental issues in global environmental governance forums stems from these norms.

· Example? Rio Summit 1992 Principle 12: states should cooperate to promote a supportive and open international economic system that would lead to economic growth and sustainable development in all countries

10. Weighted Voting System

· Definition? Weighted voting is the idea where a nation's economic or military strength is reflected in its voting strength. In relation to GPE, that means that the richest most powerful country will be controlling how the monetary system of the world is functioned.

· Significance? This supports the economic nationalist view that states will behave in a manner that would satisfy their self interest. Because in global governance only the few powerful states take control, they run the globe to their liking. Therefore, powerful countries can manipulate the system in order to satisfy their own interests, rendering cooperation intolerable.

· Critique? Thus, developing countries are greatly misrepresented with the weighted voting system due to the fact that they do not have great economic or political power. Therefore, it leads to the argument that, due to systems like the weighted voting system, they will never be able to get out of the 'developing' stage and into 'developed'

· Example? At the UN, there is a lot of discontent with the fact that just five countries have veto power, a relic of World War II. At the IMF, only one country has veto power: the United States. G7 industrialized countries still control 45 per cent of the votes in the International Monetary Fund, while more than forty countries in Africa have, collectively, less than 5 per cent of the total votes. Also, eight countries -China, France, Germany, Japan, Russia, Saudi Arabia, the UK, and the USA- have their own representatives on the twenty-four member IMF Executive Board, and five executive directors represent individual countries on the seventeen member World Bank Executive Board while the other 180 states are represented by twelve directors.
 






        



Hegemonic Stability Theory

· Definition: Hegemonic Stability Theory argues that an open international economy has a concentration of political and economic power in a single state (hegemon). Liberals and neo-mercantilists have different interpretations of this theory.

· Liberal View: Liberals argue that the hegemonic power is the provider of international public good. International institutions can help play this role in an absence of a hegemon. 

· Neo-mercantilist View: According to neo-mercantilists, the rise of a hegemon is a result of a change in a distribution of power. International economic order serves the interest of the most powerful states. When a hegemon is in decline, self-interested behaviour resumes. 

· Example: It can be argued that the United States is the political and economic hegemonic power after the Second World War. They have the most votes in the IMF, member of the Security Council, NATO etc…

· 5 functions of hegemon: maintain an open market, provide long-term lending, be lender of last resort, maintain stable exchange rate system, promote macroeconomic coordination- Kindleberger

British Hegemony (as related to IPE)

· Definition: Britain was the first country to undergo the Industrial Revolution. During the second phase of the revolution, Britain maintained dominance in capital export: they invested over 700 million pounds abroad. Moreover, Britain became the credit provider under the gold standard which spread throughout the world. Britain also promoted free trade, this was largely to their favour (get raw materials from colonies, make products, and sell them back to colonies). On a political front, England had colonies around the world- North America, Africa, India etc… The decline of Pax Britanica came in the early 20th century, when colonies gained independence and other nations achieved industrialization. But colonial legacies live on the developing countries.

Embedded Liberalism

· Definition: A concept put forward by John Gerard Ruggie, following Karl Polyani, to capture the compromise in post-war economic regimes between liberalization and the pursuit of domestic social and political objectives. It argues for allowing governments to respond to domestic demands while maintaining international objectives. It is part of the Bretton Woods System.

· Context: It was clear that the US would emerge from WW2 as the dominant economic power, and US policy makers were determined to play a leadership role in building and sustaining a more liberal and multilateral international economic order than the one that had existed during the 1930s. The closed economic blocs and economic stability of the previous decade was seen to have led to the Great Depression, but they didn’t want to return to the classical liberalism model either. They wanted to be able to work within a multilateral world economy while maintain domestically oriented priorities to combat unemployment and promote social welfare. Embedded Liberalism was part of the Bretton Woods system which created the gold exchange standard and the IMF. 

Gold Exchange Standard

· Definition: An international monetary system in which it is possible for central banks to convert their foreign exchange holdings into gold (one or more countries must guarantee that they will permit others to convert their currencies into gold, as the US did in the period from 1945 to 1971). 

· Context: The gold exchange standard was part of the Bretton Woods System. Basically, signatories of the Bretton Woods agreed to peg their currency to the gold content of the US dollar in 1944. At the time, the US dollar was convertible into gold at a rate of $35 per ounce. 

· Objective: The Bretton Woods architects sought to re-establish a world of international currency stability. They made this change because the closed economic blocs and economic stability of the previous decade was seen to have led to the Great Depression

· Importance: helped to establish the United States as the hegemonic power, because all currencies were related to the US dollar. 
Modernization Theory (for development)

· Definition: W.W. Rostow outlined “stages of economic growth” through which all societies passed in transition to modernity. The stages were traditional society, preconditions of take-off, take-off, the road to maturity, and the age of mass consumption. The last stage indicates that a state has achieved development. 

· Criticisms: Arguably, this is a Western view of development, because the West is seen as the end goal- all countries are catching up to the West. Also, it does not address problems that countries could face when trying to develop. For example, the conditions facing the West were very different than those facing developing countries nowadays: there is a different political and economic climate; they have different histories etc… Dependency theory argues that the periphery becomes dependent on the core because terms of trade favour the core. In the periphery, export sectors are unable to generate the levels of national income required for economic development in conditions of rapid population growth, and development problems perpetuated by the need to increase exports in order to maintain import levels. Competition among countries among exporting countries declines the price relative to manufactures imported from industrialized countries. Therefore, the periphery is never able to generate the funds to industrialize. 
Development of underdevelopment -  underdevelopment theory encompassed notably dependency and world systems theories, emerged as a rival to modernization theory during the 1960s and 1970s. unlike modernization theory , which was a distinctively US and (western) perspective on development, underdevelopment theories had their origins in Latin America. Conceives of the world economy as divided into a powerful ‘centre’ and weak ‘periphery’ in which the terms systematically disadvantaged the periphery and perpetuated conditions of underdevelopment. This theory identifies development and underdevelopment as ‘the two faces of the historical evolution of capitalism’ and explores how conditions of dependence of the periphery on the centre serve to reinforce underdevelopment and inequality.
Developmental state-  the developmental state is a neo-statist approach. With neo –statism, it was the notion of the developmental state in which the state was recognized to shape, direct, and promote the process of economic development. This theory conceive of development as a national process, where that ‘develop’ is understood to be countries or national economies. Development itself is understood to be about economic growth which is the state’s first priority. This was implemented by the Japanese government and observed in East Asia. Economic development is defined in terms of growth, production, and competitiveness rather than consumption, distribution and welfare. A small inexpensive but elite bureaucracy, recruited on the basis of merit, is responsible for selecting the industries to be developed (industrial structural policy), identifying the best means of developing these industries (industrial rationalization policy) and supervising competition in the selected sectors to guarantee their economic effectiveness. Therefore state intervention in the economy is of a ‘market conforming nature’,
Patriarchy-  s a social system in which the male is the primary authority figure central to social organization and the central roles of political leadership, moral authority, and control of property, and where fathers hold authority over women and children. It implies the institutions of male rule and privilege, and entails female subordination. Historically, the term patriarchy was used to refer to autocratic rule by the male head of a family. However, in modern times, it more generally refers to social systems in which power is primarily held by adult men. Most forms of feminism characterize patriarchy as an unjust social system that is oppressive to women. As feminist and political theorist Carole Pateman writes, "The patriarchal construction of the difference between masculinity and femininity is the political difference between freedom and subjection." In feminist theory the concept of patriarchy often includes all the social mechanisms that reproduce and exert male dominance over women. Feminist theory typically characterizes patriarchy as a social construction, which can be overcome by revealing and critically analyzing its manifestations
Sustainable development – a mode of human development in which resource use aims to meet human needs while preserving the environment so that these needs can be met not oonly in the present but also for generations to come. Environmental critics of economic growth argue further that production patterns and unequal consumption-rather than poverty-are the driving forces of global environmental decay. The earth is already beyond its carrying capacity. The push for constant economic growth under globalization, critics contend, means that industrialization, intensive agriculture, and unsustainable natural resource extraction will continue to rise.  For many the only solution to the ecological drawbacks of trade is to impose strict controls over trade. Production under free trade may well become more efficient critics add, but the steady increase in the production of goods overrides any environmental gains-creating for example, a world heading toward a billion fuel –efficient cars rather than millions of fuel-inefficient cars. The south ends up exporting unsustainable quantities of natural resources and absorbing ecological damage so that the North can prosper. However advocates argue that the wealth from the globalization of trade and TNCs create poverty alleviation, better education, population controls, and a stronger capacity of states and global institutions to implement sustainable development. There is the notion that the south needs financial and technological support to pursue global sustainability. Most agree that the solution to climate change and deforestation will require far more than financing and regimes. Solving them will require a level of innovation, co-operation and sacrifice never seen before in the history of global environmental politics.
Private authority (in global governance) –  i) includes corporate actors that play a more direct role in the policy making process both at the national and international level. They set the market standard which are being recognized publicly. ii) second subset of private authority (non corporate) are civil society groups such as NGOs, global social movements, transnational advocacy networks and civic associations. These groups oppose neoliberal policies of states and international regimes. They attempt to change market behaviour, e,g eco-labelling, products of certification strategies.

Essay Themes

Contending IPE Theories

a. Main assumptions and arguments of these theories and their strengths and weaknesses

Economic Nationalism

Main assumptions/arguments: States are dominant actors, states look at their self-interest. Therefore, it is useful for the state to protect and promote national economies. The international society is part of a zero-sum game: the relationship between actors in conflictual and competitive. The most powerful states shape rules governing the global political economy. Politics and economics are intertwined. 

Weaknesses: Assumptions do not explain why states cooperate under the IMF, UN, WTO or through treaties. Therefore, perhaps the theory is over-simplified. Also, it may be hard to sustained economic nationalist policies in age of globalization and increasing interdependence- consumers want access to wide range of products, and not just products produced domestically. It can also be difficult for developing countries to pursue such policies because due to the conditions of finance of the IMF, they are required to adopt free trade. 

Strengths: State-led development may help a state develop its infant industries before going into the free-trade global market. Explains the emergence of a hegemonic power. 

Liberalism

Main assumptions/arguments: There are multiple actors on the global political economy- states and non-state actors such as international organizations, multi-national corporations. There is a positive-sum game; therefore states will cooperate for mutual benefits. Liberals also argue that actors are rational and are in pursuit of their self-interest, however, unlike economic nationalists, liberals don’t believe that one person’s self-interest is dependent on decreasing the self-interested activities of another person. Liberals also argue for a separation between politics and economics and that markets function efficiently when free of government intervention because the state can have a conflict of interest and can distort the market. Therefore, the domestic role of the state is to provide a market-friendly environment and the state’s international role is to establish rules and regulations. There should be limited state intervention in the economy. 

Weaknesses: Sometimes the state has to intervene if employment is low, inflation is high. They may need a quick response rather than letting the markets improve on their own. Also, corporations may not have the best interest of the country in mind. It can be helpful for the state to invest in the economy in order to help infant industries. Does not explain the emergency of a hegemon. 

Strengths: Helps to explain cooperation among states in international forums like the UN. 

Critical Perspective

Main assumptions/arguments: The key actors are economic classes: capital class, working class. The state is the agent of the capitalist class (acts to preserve capitalism). The relationship among actors is conflictual and hierarchical. Conflicts stem from exploitation and competition. Economics dominate politics (political system helps facilitate economic structure). There are many theories under the critical perspective: Marxism- focused on domestic capitalist society and class struggles, Leninism- Marxism on an international scale, looked at imperial expansion as highest form of capitalism, emergence of monopolies, Dependency theory- the periphery is dependent on the core, World Systems Theory- discusses semi-periphery. 

Strengths: Discusses the barriers towards development, also not all countries follow the same path to development. 

Weaknesses: Cannot explain how Asian Tigers were able to break the cycle of underdevelopment. 

Constructivism

Main assumptions/arguments: Explains actions and preferences and argues that facts are socially constructed and collectively believed. Ideas, norms, and identities shape preferences and actions. 

Strengths: More complex, goes beyond the opposing assumptions of economic nationalism and liberalism

Weaknesses: Perhaps the ideas and norms of the periphery and the core are different. 
World Wars and Post 1945 Order

Lessons learned from interwar years’ economic failure and the post-WW2 international economic cooperation

· During the interwar period the gold exchange standard was set; whereby countries fixed their currencies to gold. This resulted in the pound being overvalued and other currencies were undervalued. 

· Also, Germany was heavily in debt because of the war. The borrowed from the US to repay the other countries like France. 

· Trade Protectionism increased by US. Countries devalued their currencies in order to make their exports more competitive

· Great Depression

· Absence of hegemon to guarantee stability

· The biggest lessons were the disadvantages of flexible exchange rates, the importance to have adequate supply of reserves, avoid economic warfare, and to have international economic forum for cooperation and discussion. 

Bretton Woods system, its institutional arrangements (World Bank, IMF, GATT, guiding ideology, and their development)

· Bretton Woods system was a collaboration among states based on general principles- an example of multilateralism. It was also meant to allow for embedded liberalism- allowing governments to respond to domestic demands while maintain international objectives. 

· It established a different gold exchange standard whereby the US dollar was pegged to gold, and then all currencies were pegged against the US dollar

· It established the International Monetary Fund (IMF). This was to provide for short-term loans to help countries finance their temporary balance of payments deficits, thus providing deficit countries with greater breathing space than they had under the pre-1930s gold standard. This was seen as a lender of last resort. 

· The World Bank was designed to provide long-term loans for reconstruction and development after the war, a task that the private markets were not trusted to perform well. Non-industrialized really supported the World Bank. 

· The GATT (General Agreement on Tariffs and Trade) reduced trade barriers, not including agricultural trade and there was an exemption for developing countries. 

· The Bretton Woods System established the US as the hegemonic power- most votes in IMF. 

International Finance

Development of the rules of the game of global finance (shift from capital controls to financial liberalization)

· Capital controls are residency-based measures such as transaction taxes, other limits, or outright prohibitions that a nation's government can use to regulate flows from capital markets into and out of the country's capital account. Types of capital control include exchange controls that prevent or limit the buying and selling of a national currency at the market rate, caps on the allowed volume for the international sale or purchase of various financial assets, transaction taxes such as the proposed Tobin tax, minimum stay requirements, requirements for mandatory approval, or even limits on the amount of money a private citizen is allowed to remove from the country.

· Capital controls were an integral part of the Bretton Woods system which emerged after World War II and lasted until the early 1970s. This period was the first time capital controls had been endorsed by mainstream economics. In the 1970s free market economists became increasingly successful in persuading their colleagues that capital controls were in the main harmful. The US, other western governments, and the international financial institutions (the International Monetary Fund (IMF) and World Bank) began to take an increasingly critical view of capital controls and persuaded many countries to abandon them to reap the benefits of financial globalization
· At the end of World War II, international capital was "caged" by the imposition of strong and wide ranging capital controls as part of the newly created Bretton Woods system—it was perceived that this would help protect the interests of ordinary people and the wider economy. These measures were popular as at this time the western public's view of international bankers was generally very low, blaming them for the Great Depression.  Keynes, one of the principal architects of the Bretton Woods system, envisaged capital controls as a permanent feature of the international monetary system
· Financial liberalization started in 1990s to present day. This includes deregulation in advanced industrial countries, the role of the IMF in promoting financial liberalization to developing countries. 

· Capital flow was both public and private. Public was from the IMF/World Bank. Private was from foreign direct investment. Also, flows from developing countries to developed countries are becoming more common. For example, China has accumulated large foreign reserves in the form of US bonds). 

· Today, enormous sums of private capital flow around the world quite freely on a twenty-four hour basis. And the size of these flows dwarfs the lending activities of the IMF and World Bank (whose loans have become focused exclusively on poorer countries). 

· The growth of global telecommunications has contributed to this globalization of financial markets. Also, private banks emerged and the British government encouraged the growth of the “euro-market” in London during the 1960s where international financial activity in foreign currencies- primarily US dollar- could be conducted on a largely unregulated basis. After the early 1970s many governments then fully dismantled capital controls they had employed at various times during the post-war years. 

· This happened because neo-liberal ideology was on the rise. Neo-liberals criticized the fact that capital controls interfered with individual freedom and prevented markets from efficiently allocating capital internationally. Form their standpoint, international financial markets could play a useful role in imposing an external discipline on governments pursuing inflationary or fiscally unsustainable policies. 

· The liberalization of financial controls was also seen by some as a competitive strategy to attract mobile financial businesses and capital to their country. For example, the British government’s support for the Euromarkets and its decision to abolish capital controls were both designed to help rebuild London’s status as a leading international financial centre in this way. The US also wanted to bolster New York’s international financial position as well as to attract foreign capital to the US financial markets in way that could help finance US trade and budget deficits. 

Risks and danger that accompany free capital movement, such as seen in the 1990s Asian financial crisis

· 1990s Asian financial crisis: started in 1997. In the video posted on cuLearn, it shows that many Thai business people started building condominiums because they could easily get loans. 

· Thailand had opened up its financial markets. Therefore, local businesses could borrow money from foreign banks, which offered lower interest rates. Loans to Thai businesses had tripled to over $200 billion in four years. American and European governments encouraged the inflow of money. But, there were not many regulations; banking systems were not well developed. 

· Thailand’s central bank and kept its currency artificially high. The IMF worried that Thailand’s economy would go into a downturn. Banks were lending against the security of the buildings (condominiums) but the buildings were not being bought or rented. For example, in Thailand, a new city was built for 700, 000 people, but no one moved in. 

· Thailand’s currency was pegged to the US dollar. Thailand’s economy weakened. People began to worry if Thailand had enough dollars to give dollars in exchange for Thai currency. Therefore, they started to ask for the dollars and Thailand’s foreign reserves decreased.  The Thai currency came under market-pressure and the Thai government was forced to devalue. 

· The economic shock hit all levels of Thai society, unemployment rose. The cost of living rose, salaries did not increase. Therefore, Thailand received an emergency rescue loan from the IMF. That did not work, so the government asked the US for more help. 

· Thailand was a very small economy; the US chose not to intervene in Thailand. 

· Global markets were scared that other Asian countries had similar flows, so investors pulled their money out of the region: this was called Contagion. Therefore, each step of the crisis created a shockwave that hit Malaysia, Indonesia. In Indonesia, the government collapsed, there were riots, protests, religious sites were burned, many people died. 

· The IMF loaned to Indonesia on the condition that they cut government spending, raise interest rates and eliminate corruption. Many leaders thought that these conditions were a new kind of colonialism for the IMF to destabilize the Asian countries, give them help, and then control their domestic policies. 

· Then in late 1997, Korea’s economy was hit- one of the strongest economic countries in the region. They had 4 billion US in reserves left, and were using them at 1 billion US a day. Korea was telling the world that they had enough money to deal with crisis, but they didn’t. There was a state of panic. Korea was about to default on their loans to Japanese and Western banks. Pressured by their governments, the banks agreed to share some of the burden and rolled over their loans. Korea was given the largest bail-out in history: $55 billion. 

· Perhaps if they had done that in Thailand, they could have avoided the crisis. Also, if there were more rules and regulations surrounding capital movement, we could have avoided the crisis. 

· The problem: classical economics assumes that agents are rational. But the foreign banks were not, they continued to give out loans when they knew that the people could not pay them back. They let their self-interest and greed get in the way. There was a similar situation during the sub-prime mortgage crisis in 2008 in the US.  

International trade (notes from textbook are incorporated)

· Doha crisis (july 29, 2008)

· The global economic crisis, september 15, 2008

a) Different theoretical approaches to international trade

Liberal theory – focuses on cooperation and absolute gains.  Believe in specialization of comparative advantage hence countries can produce more efficiently at a lower cost. Comparative advantage is not just about productivity(e,g. some countries aren’t simply more hardworking than others), it is also informed by factor endowments (land, labour, capital, technology). Specialize and trade based on productive use of the more abundant factor. Belief in intra-industry trade (north-north trade) i.e. the trade in similar but differentiated goods (ex. Automobiles) producers respond to consumer tastes, differentiate products to become more competitive and also increasing returns to scale

Economic nationalism- based on national interests and relative gains. Focuses on domestic groups/interests in shaping trade policy. States should protect infant industries from competition, especially at early stages of development. Influence of domestic politics, national security concerns.

Critical theory- key concepts include unequal distribution of benefits, exploitation, and structural power. In terms of distribution of benefits, the concentration of power (capital, developed countries, developing country elites). Less powerful countries are marginalized/impacted by trade ex. Women (free trade zones, deregulation of labour) Robert Cox –rules in support of social structure. The establishment of colonies created unequal terms of trade in terms of who makes the rules governing trade and whose interests do they serve?

b) International arrangements for international trade since WW11 – GATT

· The international trade organization (ITO) was the intended third pillar of the Bretton Woods system.

· Collapse of negotiations(US refusal to ratify –cold war concessions to developing countries. The General trade agreement on tariffs and trade emphasized trade liberalization, multilateralism, transparency, and non discrimination.

· The Uruguay round (1986-1994) of the GATT focused on expansion of trade rules into new areas (intellectual property, services, investment). New areas of industrialized country comaparative advantage .

· In exchange, developing countries sought agreements on agriculture and textiles. These proceedings led to the establishment of the World Trade Organization (WTO).

· The WTO was a permanent organizational structure headquarted in geneva. Each country had one vote. Its mandate incorporated GATT rules, as well as investment, services and intellectual property. However the WTO was vested with legal personilty which te GATT did not have and which placed the WTO in the same footing as other organizations such as the IMF or world Bank.

c) Some of the impact of international trade regime on developing countries (e.g. costs and benefits)

· The Doha development round in 2001 claimed to focus on developing country interests. However these negotiations collapsed in cancun (2003) and agin in genvea in 2008 which led to a global food crisis and global economic crisis. Now there is a shift away from trade multilateralism to bilateralism ( regional trade agreements FTA)

· Governments in the developed world used the expansion of global trade as an engine of growth and no region benefited more than east asia.

d) Contributing factors to the disagreement between developed and developing countries on global trade rules

· bounded rationality makes it impossible for actors to foresee every contingency that might affect an agreement between two actors, hence contracts can never be complete. The problem of opportunism means that each actor has to expect the other to act not only out of self interest, but, potentially with deceit and guile.
Week 9

Economic development

a) Theories of development and underdevelopment

· Modernization theory ( a perspective on development which evolved in the united states in this Cold war context.) its essence was an understanding of development ‘as a process of social change whereby less developed countries acquire characteristics common to more developed societies. The emphasis was not on economic change, but on a much more sweeping process of social and cultural change that would enable supposedly ‘traditional ‘ developing countries and societies to resemble those of the purportedly advanced, developed West, and to ‘catch up’ with those societies in terms of levels of wealth, living standards and crucially, modernity.

· Modernization theory, offered a clear line of continuity from these earlier phases of development theory, being concerned this time with the process of ‘late-late’ industrialization in the third world. 5 stages of development:

Traditional society---preconditions for take off---take off---drive to maturity---high mass consumption

For liberalists the focus is on free markets and state intervention. The core of neo-liberalism, is consequently that human wellbeing can best be advanced by liberating individual entrepreneurial freedoms and skills within an institutional framework characterized by strong private property rights, free markets and free trade.for economic nationalists, the government plays a role in development e.g. in labour management and protection of infant industries.

· Underdeveloped theories had their origins in Latin America, and specifically in a group of economists clustered in the UN Economic Commission for Latin America. Most famous was Raul Prebish who developed a structuralist thesis on the relationship between the global system and the conditions of underdevelopment that he observed in the Latin America region.  He advanced the key insight that the global economic system was divided into a powerful ‘centre’ and weak ‘periphery’ and identified the ways in which he called the terms of trade- that is the ratio of export prices to import prices-worked systematically to favour the centre and disadvantage the periphery. Competition among countries exporting commodities generated a decline in export prices relative to manufactures imported from industrialized countries. The end result was seen to be the structural entrenchment of a condition of ‘underdevelopment’ in the periphery.

· Dependence is a conditioning situation in which the economies of one group of countries are conditioned by the development and expansion of others. A relationship of interdependence becomes a dependent relationship when some countries can expand only as a reflection of the expansion of the dominant countries.

· However the rise in NIE’s (newly industrialized economies) e.g. Taiwan, Korea, Singapore, and Hong Kong left the underdevelopment theory struggling for anything meaningful to say by way of explanation or theorization. Neo-liberalists interprets this as a triumph of ’export led growth’ and conformity with the free market model, whilst, neo-statists say its as a result of ‘investment led development’ and the importance of states in directing and mediating the development process.

· Examples, 1973 action of OPEC countries. These increases in oil prices were especially damaging for oil importing developing countries in the context of volatile commodity prices at the end of the 1970s and were a major reason for the vast increase in borrowing among developing countries over the second part of the 1970s and early 1980s

b) Evolution of development practices- state led to market-led development-including developmental state or neo-statist approach , each model’s main development strategies (e.g. ISI, export-orientation), and their strengths and weaknesses.

· With neo –statism, it was the notion of the developmental state in which the state was recognized to shape, direct, and promote the process of economic development.

· After ww11 to 1970s, there was state-led development e.g. state enterprises, infrastructure building-loans from World Bank.

· ISI (import substitution industrialization) influenced by Latin American countries and dependency theory. It aimed to produce for domestic consumption, promote capital-and technological-intensive production. Regional integration to expand markets and increase bargaining power. These are inward looking strategies. IFI’s structural adjustment programs with conditionality ( e.g privatization, promotion of private sector, FDI and reduction of trade barriers) influenced by neoliberal ideas

· The 1980s was the debt crisis which saw a reduction in the South’s bargaining power. There was also a shift in development ideas from state-led to market-led development-rise of neoliberalism. 

· Since the 1990s there has been an evolution from state- led to market-led to a combination between the two. Bargaining power and autonomy of developing countries to choose for themselves. The development discourse moved towards human development and sustainable development while preference for market system remains strong.  Private international financial firms e.g.banks played a huge role as lenders and investors and wanted an open financial system that allows free capital movement and stable macroeconomic conditions. These policies however led to the 1990s Asian crisis , which stemmed from private borrowing and affected countries who had adopted financial liberalization process to attract foreign capital. Investors and lenders rushed to invest and lend to emerging markets. By 1996 there was a loss of investor confidence and by mid 1997 there were large amounts of capital flight, devaluation and contagious effects. MNCs also played a huge role in creating jobs and providing technological and managerial transfer. Most of the time these companies want low labour costs and preferential treatments (e.g. tax incentives) and also political stability.

· Proponents of neoliberalism believe such ideologies were good because it was a people centred approach as it focused on health, education, democratic governance and equitable economic growth. However, critics (Wade)  of the development discourse argue that it increased inequality within and between countries. The IFI (international financial institutions like the World Bank and IMF) was instituted to promote economic development, reduce poverty and provide monetary stability. However they had influence over developing countries as a result of conditions that recipient government needed to follow to receive assistance.

· Successful development cases reflect the ability to take advantage of the global market and careful government intervention. State capacity is important in dealing with external development agents.

“Robert wade” readings  – World Bank and IMF have at their core the proposition that government failure is generally worse than market failure. Wade thinks that import replacement as well as export orientation are crucial components of a successful industrial policy. Liberalizing markets, attracting FDI and promoting good governance are not necessary conditions of long term-economic growth and development in low-income countries.

Week 10

Globalization and Regionalism

a) Main characteristics of globalization today, its contributing factors and the challenges it poses to states and development
· Globalization is internationalization or deterritorialization. Globalization includes economic integration with increased international trade, increased international capital flows, changes in patterns of production and an increase in the harmonization of regulatory frameworks and standards.  The technological innovation was a contributing factors of globalization. Nowadays, there are trends of deindustrialization at the core and industrialization on the periphery.  The state functions on a domestic level by export promotion, reduction of trade and financial barriers, and facilitative labour laws.  It functions on an international level by entering into international arrangements at GATT, WTO, and int’l regulatory agencies.

· The impacts of globalization on the state includes its challenge to state autonomy, states’ increased reliance on multilateral cooperation.

· The impacts of globalization on the development process, is the economic/development benefits i.e. economic growth and better standard of living. However the negative consequences include inequality, environmental degradation, labour exploitation and the declining state capacity to govern and protect economy or citizens. Focuses on capitalism i.e. drives for profits, firms’ interests and competition

b) Distinction between old and new regionalism
· Old regionalism was led by security and political concerns e.g. NATO. The regional trade agreements in the developing world was inward looking and import substitution. E.g. ASEAN (1967) officially for economic co-operation but became a platform for leaders to deal with communism.

· New regionalism is more economically oriented (free trade agreements). There is also the changing position of US –joined NAFTA(1992). In developing countries, there is an increase in RTAs-now toward liberalization e.g. ASEAN Free Trade Area. The most advanced –European Union in which membership is more inclusive.

Explaining regionalism old and new

Economic nationalism – RTA’s as states’ tools to achieve certain objectives.

Critical perspective – RATs are driven by MNCs and governments (who act upon capitalists’ interest)

Liberal- RTA’s are outcomes of interdependence, driven by the private sector. It is the second best scenario after multilateralism.

c) Pros and cons of regional trade agreements, including impact on global trade regime

· Regionalism provides better solutions than globalization because many firms prefer investing close to home, in economies with cultural ties. Regionalism also offers governments better solutions to global governance. i.e. there are less countries to bargain with , therefore less hierarchy.

	Pros and cons of WTO
	Pros and cons of RTAs

	Less complicated
	Faster (to conclude)

	More equal
	Reduce tariff

	Too slow
	Asymmetrical (unequal) relations

	Now stuck (Doha)
	Non- trade issued being added


(notes from textbook – regional integration) 

regional integration agreements are usually categorized as a hierarchy that runs from free trade areas through customs unions and common markets to economic unions. 

i) A free trade area exists when countries remove tariffs to the free movement of goods and services between them. 

ii) A customs union goes beyond the removal of barriers to trade within the region to adopt a common set of policies towards imports from countries outside the region. This includes agreements on a common level of tariffs on all extra- regional imports.

iii) A common market includes a customs union and also allows for free movement of labour and capital within the regional partnership.

iv) An economic union includes a common market plus the adoption of a common currency and/or the harmonization of monetary, fiscal and social policies.

Economists assert that an economy’s welfare can be maximized with regionalism; however on the other hand, it can reduce global welfare by distorting the allocation of resources and may even lead to welfare losses for their members. Governments usually have multiple motives in entering an arrangement as complex as a regional partnership (refer to pg 178) examples of regional groups the European coal and steel community (ECSC) created in 1951 by the treaty of Paris, ASEAN (association of south east Asian nations) and the southern African development coordination conference (SADCC). Developing countries form regional co-operations to enhance their bargaining power with TNCs and other external parties as partners negotiated with one voice. LDCs use it as a means of gaining more financial aid from donor countries. Regional trade agreements also satisfy domestic political constituencies. This is because domestic groups believe that the government is giving something away (tariff protection) and not receiving anything in return from other countries. A regional trade agreement provides a means for a government to ensure that it receives concessions i.e. reciprocity. Regionalism also provides access to larger markets and increased foreign investment as it provides a larger ‘home’ market for domestic industries possibly enabling them to produce more efficiently because of economies of scale. 

Notes from textbook –globalization’s impact on states

· Globalization leaves states with no alternative other than to capitulate to the demands and desires of mobile investors. For to do so is to effectively to deny the possibility of the democratic governance of economic processes in contemporary societies certainly at the national level.

· There is also the consequence of global environmental risks. This is well expressed in the so-called tragedy of the commons.

· Globalization has also seen the retrenchment of states although there is little evidence of systematic state retrenchment at the hands of globalization.

Questions

Gender and Environment

Pros and cons of global gendered division of labour


There are a number of factors are responsible for the gender division of labour today: some are gender-neutral and others are gender-biased. For example, child care, household care (cooking, cleaning, fetching wood and water, etc.) are activities ascribed to women that are gender-biased. They have come about as a result of socio-cultural socialization, and not necessarily from ability based on comparative advantage. A gender-neutral process is one where in a household, comparative advantage and the maximization of household welfare is used to determine which partner does what. Other variables responsible for the division of labour, and more common in most rural societies, have to do with the allocation of activities to individuals based on kinship, age, descent, culture, education, status and marriage. Globalization restructures labour markets toward more hierarchies along gender, class, and ethnic line. Men tend to dominate sectors that involve intense competition, risk-taking, use of new technologies, fast-paced environment such as, for example, the financial sector, hi-tech industries, and management level jobs. There have been many pros and many cons in the incorporation of women in global economy


The benefits of the incorporation of women is evident in international production. In the Philippians, electronics manufacturers and producers’ exports accounted for two-thirds of total exports in 2001 and women accounted for 70 per cent of employment in that sector. Furthermore, in Mexico in 1980, 77 per cent of production workers in the maquiladoras –manufacturing operations in a free trade zone where factories import material and equipment on a duty-free and tariff-free basis for assembly, processing, or manufacturing– were women, however that number declined to 63 per cent in 1988 as a result of a reduction in the relative importance of textiles and clothing. Finally, there has been an increase in international domestic workers and they have been growing in importance as sources of remittance. That results in the exceeded value of aid flows and FDI flows in many countries 


However, there are many downfalls to the global gendered division of labour. Women are negatively affected when there is a shit in demand, or when there is an economic downturn due to the fact that they are concentrated in the types of labour-intensive export firms that are mobile (Seguino, 181). In developing countries where women are concentrated in export manufacturing industries – such as for example in Latin America and Asia – or in tourism such as in the Caribbean, female job losses were greater than male as an outcome of the financial crisis. For example, in Thailand job losses have been overwhelmingly concentrated in the export sector. Job losses have been very high in electronics which is an industry that is known to employ mainly women. Other than just firing women and rendering them unemployed, employers are responding, however, in a variety of different ways. They have cut wages, cut hours, delay or cut bonuses and benefits, delay salary payments, or increase overtime. Gendered employment and wage effects are very worrisome, due to the large percentage of female-headed households, some that reach almost 40 per cent such as in the Caribbean, for exampl. Furthermore, it was shown in a survey conducted in 2004 that almost 40% of respondents were in accordance with the idea that when jobs are scarce, men have more right to a job than women, and the experience of the Asian financial crisis confirmed this belief. Women were laid off at seven times the rate of men in South Korea. These acts can be expected to remain dominant feature of lay-offs in a large number of countries in the current crisis if there are no changes made. Finally, while there is an increase of domestic workers working abroad, they have been subjected to many dangerous and inhumane conditions. Also, they are frequently the targets of anti-immigration attitudes.

Liberal environmentalism's main idea, its market based environmental solutions


It is believed that economic growth needs to continue at the same time as environmental protection. As outlined by Steven Bernstein, liberal environmentalism seeks to manage the environment through technology and managerial techniques. It possess solutions through the market and state regulations and is the dominant approach to international solutions. In the Rio Summit of 1992, Principle 12 states should cooperate to promote a supportive and open international economic system that would lead to economic growth and sustainable development in all countries. The Rio Summit institutionalized the view that liberalization in trade and finance is  consistent with, and even necessary for, international environmental protection. The "polluter pays principle" that was established in the Rio Summit refers to the idea that the polluting firm pays the costs of pollution or environmental damage by including it in the price of a product. Ideally price signals would reflect the real costs of pollution. This principle thus favours market mechanisms (tradable pollution permits, etc) since they operate by institutionalizing schemes that incorporate environmental costs into prices. One of its key ideas are market-based environmental solutions:

· The Kyoto Protocol has flexibility mechanisms allowing committed countries to trade emission.

· Non-state governance (such as NGOs) have advocacy networks and use the global market to put pressure on firms.

· Public-private partnership where there is am engagement of private sector (and civil society groups) in areas of environmental protection.


Liberal environmentalism is very important for the framing and understanding of appropriate behaviour on environmental issues in global environmental governance forums stems from these norms.

Challenges to global environmental governance


There are many existing challenges to global environmental governance. One of the main reasons global environmental governance has failed is due to non compliance. Many liberal environmentalist initiatives have failed. For example, the Kyoto Protocol, while it was unquestionably an important first step in global climate diplomacy, global emissions have showed no sign of slowing down. Many countries have argued that the Kyoto Protocol puts their economy at a great disadvantage, and Canada, the only country to withdraw from it, made the argument that its economy was not flourishing due to the constraints of the KP, and that the two largest polluters (US and China) were not a part of the KP. Non compliance were also partly due to politics and influence of multinational corporations (as many argued that their profit making abilities were hindered due to some of the rules of the Kyoto Protocol).


Also, there is a divide between the global North and the global South. The global North is arguing that there should be rules and regulations governing how much emission and green house gasses one state can omit, and are arguing for newer technologies that are more efficient. North’s preoccupation with climate change puts pressures on South to abandon energy-intensive approach to development. However, the South is arguing that their economies do not have time or resources to spare for the environment. They argue that if they focus on the environment they will never develop and will always remain in poverty. They constantly bring up the fact that those developed countries were able to omit so many greenhouse gasses and such and thus were able to develop, therefore the South should be given the same opportunities. Furthermore, they state that it is more important for them to sustain their population right now than it is to help out the environment because of the hierarchy of needs. One has to satisfy their necessities before moving on to other issues.


Finally, there is a debate going on with trade and the environment. Do trade rules trump environment? Trade rulings under GATT and WTO are used to rule against environmental rules, where it is stated that environmental standards should not be used to discriminate against international trade. There are also trends toward allowing countries to pursue environmental policies but need to do it fairly and take into consideration capacity of developing countries.

Governing the Global Economy

International institutions responsible for global economic governance since WWII (IMF, WB, GATT, WTO), the rules they created to govern the GPE, and their roles in promoting them

International institutions have been responsible for the global economic governance since WWII and they have created and promoted many rules to govern IPE. The two very important ideas created were embedded liberalism which came out of the Bretton Woods System, and structural adjustment programs and conditionalities.


The Bretton Woods System is an international monetary regime that prevailed from the end of World War II until the early 1970s. The BWS, a dollar-based, fixed exchange regime, was history's first example of a fully negotiated monetary order intended to govern currency relations among states. In principle, the regime was designed to combine binding legal obligations with multilateral decision-making conducted through an international organization, the IMF (which acted as a lender of last resort), endowed with limited supranational authority. In practice the initial scheme, as well as its subsequent development and ultimate demise, were directly dependent on the preferences and policies of the most powerful states there. There are four underlining points, which is essentially what constitutes embedded liberalism. Firstly, there have been evidence of the disadvantages of unrestrained flexibility of exchange rates, and a call for fixed but adjustable exchange rates. Secondly, governments agreed that if exchange rates were not to float freely, states would also require assurance of an adequate supply of monetary reserves. Thirdly, there was a binding framework that would remove existing exchange controls limiting currency convertibility and return to a system of free multilateral payments; members forbidden to engage in discriminatory currency practices or exchange regulation. There were however capital controls - taxes or measures to stop money from flowing in and out for speculative purposes. Finally, there was a eed for an institutional forum for international cooperation on monetary matters and US would emerge as a hegemonic power. Embedded liberalism and the BWS gave evidence for a lasting effectiveness of regimes, political rules, and global economic order. It also resulted in the creation of two very powerful monetary systems - the IMF and the World Bank.


The IMF and the World Bank both have very important features to them - structural adjustment programs. SAPs are policies implemented by the International Monetary Fund (IMF) and the World Bank (the Bretton Woods Institutions) in developing countries. These policy changes are conditions for getting new loans from the International Monetary Fund (IMF) or World Bank, or for obtaining lower interest rates on existing loans. Conditionalities are implemented to ensure that the money lent will be spent in accordance with the overall goals of the loan. Through conditionalities, SAPs generally implement "free market" programs and policy. These programs include internal changes (notably privatization and deregulation) as well as external ones, especially the reduction of trade barriers. These conditions can be (conditions are also known as the Washington Consensus) cutting expenditures, also known as austerity, focusing economic output on direct export and resource extraction, devaluation of currencies, trade liberalization, or lifting import and export restrictions, and much more. The Structural Adjustment Programs (SAPs) are created with the goal of reducing the borrowing country's fiscal imbalances. The bank from which a borrowing country receives its loan depends upon the type of necessity. SAPs are very significant in governing the GPE as they are supposed to allow the economies of the developing countries to become more market oriented. This then forces them to concentrate more on trade and production so it can boost their economy. However, they have been heavily criticized. Critics claim that SAPs threaten the sovereignty of national economies because an outside organization is dictating a nation's economic policy. Furthermore, Critics have condemned privatization requirements and argue that when resources are transferred to foreign corporations and/or national elites, the goal of public prosperity is replaced with the goal of private accumulation. For example, In Western Mali during the 1980s, the privatization of the agricultural sector increased the inequality of food distribution and inequality in wealth as some farmers adapted to privatization and flourished and others fell behind. Also, instead of "mining" the land like farmers did before structural adjustment, farmers were introduced to fertilizers that left the land nutrient barren and unusable. Conditionalities have also been heavily criticized as critics argue that financial threats to poor countries amount to blackmail, and that poor nations have no choice but to comply.

Power relationships among countries at these international institutions


There are apparent power relationships among countries at these international institutions. Some countries, primarily developed countries, have more power at international institutions such as the IMF and the world bank to their standing in the international arena. That is shown by the weighted voting system in place. Weighted voting is the idea where a nation's economic or military strength is reflected in its voting strength. In relation to GPE, that means that the richest most powerful country will be controlling how the monetary system of the world is functioned. This supports the economic nationalist view that states will behave in a manner that would satisfy their self interest. Because in global governance only the few powerful states take control, they run the globe to their liking. At the UN, there is a lot of discontent with the fact that just five countries have veto power, a relic of World War II. At the IMF, only one country has veto power: the United States. G7 industrialized countries still control 45 per cent of the votes in the International Monetary Fund, while more than forty countries in Africa have, collectively, less than 5 per cent of the total votes. Also, eight countries -China, France, Germany, Japan, Russia, Saudi Arabia, the UK, and the USA- have their own representatives on the twenty-four member IMF Executive Board, and five executive directors represent individual countries on the seventeen member World Bank Executive Board while the other 180 states are represented by twelve directors. Therefore, powerful countries can manipulate the system in order to satisfy their own interests, rendering cooperation intolerable. Due to this system, developing countries are greatly misrepresented with the weighted voting system due to the fact that they do not have great economic or political power. Therefore, it leads to the argument that, due to systems like the weighted voting system, they will never be able to get out of the 'developing' stage and into 'developed'. Therefore, the powerful countries will always remain as the powerful countries and all the other countries basically do not stand a chance.


Also, these powerful countries impose conditionalities onto developing and weaker states that would like a loan from the IMF or the World Bank due to the SAP. They might require developing countries to open up their land to foreign direct investment or trade liberalization, which results in the being taken advantage of by developing states. Due to cheaper labour and the huge labour market in those developing countries, corporations can exploit them by making workers work for long gruelling hours with very minimal pay, in order to increase their own profits. Also, SAPs may require states to devalue their currency, resulting in a much weaker economy.

**you guys can expand on this argument by using my SAPs definition/criticism**

Criticism against global economic governance

In the international arena, there is a very weak representation of societal groups. NGOs, and other forms of organizations are not represented as they barely have any legal status. As supported by economic nationalism, states have the most power. That is witnessed in International Organizations like the IMF and the World Bank. The only entities that possess legal status are international organizations, and multinational corporations. Thus, representation is inequitable.

There has been failure to deliver many promises. For example, many liberal environmentalist initiatives have failed. For example, the Kyoto Protocol, while it was unquestionably an important first step in global climate diplomacy, global emissions have showed no sign of slowing down. Many countries have argued that the Kyoto Protocol puts their economy at a great disadvantage, and Canada, the only country to withdraw from it, made the argument that its economy was not flourishing due to the constraints of the KP, and that the two largest polluters (US and China) were not a part of the KP. Non compliance were also partly due to politics and influence of multinational corporations (as many argued that their profit making abilities were hindered due to some of the rules of the Kyoto Protocol).

***while looking over the slides, I saw that she wrote the criticisms for global economic governance were: declining Democratic deficit—e.g. weighted voting system, weak representation of societal groups (except corporate groups); and negative consequences of policies—e.g. impact of structural adjustment programs. I already described the weighted voting system and SAPs above, so if this question is on the exam I think we should write like: There have been many criticisms against global economic governance. Firstly, there are power relationships....***

