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Conceptual Approaches to IPE 
Economic Nationalism and Liberalism


Objective and Outline
· Objective
--To understand Economic Nationalism and Liberalism
a) Main characteristics and arguments
b) Their evolution

· Outline
· Overview of the Field
· Main characteristics of the two approaches
· Their evolution
· Cross-fertilization


History of the Field
· Outlook of the field
· Not homogeneous
· Contending theories/approaches
· American School vs. British School—methodology (Watson 2011)*
· Internal competition
· Mainstream vs. critical IPE
· Imbalanced interest/emphases in advanced industrialized states, less on developing countries
Other kind of division
· American school
· Shared theoretical foundation in rationalism, utilitarianism as neoclassical economics
· Inclined toward scientific method
· Policy-oriented studies, practical solutions.
· British school
· Interested in effects of social structures and ideas on interactions between actors.
· Gives importance to history in understanding the present.  (Watson 2011)

Our IPE
· Be mindful of 
· The 3 connections
· Politics and economics
· State and market
· Domestic and international
· Take note of the different views/approaches and their biases—what’s missing, what’s undermined, as well as their similarities.
· Try to take into consideration views that give voice to the less powerful and marginalized actors/groups.

Understanding IPE Theories	
· Not mutually exclusive
· Variations within each school of thought
· Theories evolve over time.

Characteristics of Economic Nationalism
· [Various labels—mercantilism, economic nationalism, neo-mercantilism, realism]
· Major actors and emphases
· States as dominant actors (realist IR)
· National economies (List)
· Goal of states---pursue national interests
· States are rational actors seeking to maximize interests and power (neoclassical influence).

· Characteristics of Economic Nationalism 
· Relationships among actors in the global political economy (realist IR influence)
· Conflictual, competitive
· Relative gains, zero-sum
· Most powerful states shape rules governing GPE.
	
Characteristics of Economic Nationalism

· Relationship between politics and economics  (state vs. market)
· Closely intertwined
· Concerns for national interests (such as national competitiveness) drives economic policies.
· The state has a role to protect and promote national economy, which can take many forms (e.g. regulating private industries (List), protectionist policies, or liberalize the economy)

Characteristics of Liberalism
· Major actors
· Multiple actors both state and non-state
· International level—MNCs, international organizations.
· Domestic level—consumers, enterprises, economic sectors or industries.
· Actors are rational and in pursuit of their interests (neoclassical economics influence)


Characteristics of Liberalism

· Relationships among actors in the global political economy
· Mutually beneficial or positive-sum
· In his critique, List referred to ‘the prosperity of all human race’.
· Interdependence
· Cooperation among states for mutual gains


Main Tenets of Liberalism


· 	Relationship between politics and economics
· Should separate between the two.
· Markets will function efficiently when free from political intervention.
· Smith—saw negative effects of conflict of interest of state intervention (use state power for private gains).
· Neoliberalism—state intervention distorts market efficiency.
· Domestic role of state—provide market-friendly environment. 
· International role—establish rules and regulations.

Evolution of Economic Nationalism and Liberalism
· Liberalism
· Classical liberal IPE led by Smith and Ricardo—challenged mercantilist dominance
· Questions role of politics and state intervention
· Smith—conflict of interest, use of power for private gains (Watson 2011)
· Argued for free trade and free market
· Dominated the field late 19th c. 
· Context of industrial revolution and rise of Britain

Evolution of Economic Nationalism and Liberalism
· Mercantilism
· Challenged by liberalism in 19th c. 
· Seen in economic policies of new comers, e.g. U.S. and Germany.
· 19th c. key writers: Hamilton and List

List’s Infant Industry Protection Argument

· “the State is not merely justified in imposing, but bound to impose, certain regulations and restriction on commerce for the best interests of the nation…..”
· “…we have imposed restrictions on that competition (with foreign countries)…to give those among us who invest their capital in these new branches of industry…the requisite guarantees that they shall not lose their capital and shall not miss their vocation in life…”
					(List  1841)
							
Evolution of Economic Nationalism and Liberalism
· Liberalism--post-WWII
· Keynes—a revision of classical liberal IPE.
· Calls for government intervention to prevent economic downturn and unemployment.
· Promotes international economic cooperation—Bretton Woods’s institutions.
· Context of the Great 
· Depression and protectionism

· Liberalism—1970s and after
· Concept of Interdependence
· Interconnectedness of international economies reshapes politics
· Complex interdependence (Keohane and Nye 1977)*
· Decline of Keynesianism and rise of neoliberalism (since 1980s)
· Free market system, trade and financial liberalization, minimal government intervention
· After 2008 crisis, return of Keynesianism?

· Concept of Complex Interdependence	
· Multiple channels
· Multiple issues--absence of hierarchy
· Military force cannot be used in every situation.				
				(Keohane and Nye 1977)
· Cross-fertilization
· Hegemonic stability theory
· Offered by three major schools of IPE.
· Shared perception: an open international economy with a concentration of political and economic power in a single state (a hegemon).   
· Cross-fertilization
· Hegemonic stability theory—Liberal version
· Kindleberger—hegemonic power as provider of international public good.
· Keohane—international institutions can help play this role in an absence of a hegemon.

· Cross-fertilization
· Hegemonic stability theory—neo-mercantilist IPE version
· 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 in decline, self-interested behavior resumes.
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