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1. Beyond System-level Analysis	

!  1.1 Structural Realist Theories 
!  Hegemonic Stability Theory 

 ! comparison with pre WWII 
!  Realist Hegemonic Stability  

!  Economist Hegemonic Stability 

!  Security Externality and System Structure 

!  1.2. Interdependence and Institutions 
! based on post-WWII developments 

!  Complex Interdependence Theory 
!  Liberal Institutionalist Theory  

!  1.3 Beyond system-level analysis 
!  Empirical challenges 
!  Theoretical developments 
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1. Beyond System-level Analysis 
The historical context	

!  The Genealogy of Economic Openness 
!  Periods of economic openness (" free trade, capital mobility) 

!  Beginning of the 20th century & post WWII (Western World) 

!  The global spread of open economic development (1990s~) 

!  Characteristics of the current “economic globalization” 
!  Increase in the number of nation states/Third “wave of 

democratization” (and the collapse of the Communist bloc)/Underwritten 
by international economic organizations  

!  Survived the Global Recession of 2008-09 

!  The collapse of the open global economy  
!  From Early 20th Century to the 1930s 

!  Collapse of the Gold Standard and the formation of trade blocs / Collapse of 
democracy (“wave of fascism”)/ Absence of international economic 
organizations/agreements 

!  Theorizing Economic Openness 
# Began in the late 1970s (with the decline of American Hegemony) 
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1. Beyond System-level Analysis 
1.1 Structural Realist Theories	

!  Structural Realism (= Third Image) 
!  Anarchy (! Hierarchy) and unitary actor  
!  Security dilemma and Relative gains 

!  Hegemonic Stability Theory 
!  International finance  (! Kindleberger） 

!  Financial instability and “Beggar-thy-neighbor Policy” (! 
collective action problem) 
!  Hegemon (= provider of public goods) and the logic of  public 
good provision  

!  International trade (! Krasner) 

!  When free trade benefits? " Structure dependent free trade 
!  Contributions and problems 

!  Beyond HST: Alliance Theory (! Gowa)  

!  Security externalities, polarity, and free trade 

!  Problems of Realist IPE Theory 
!  Absolute gains and relative gains debate 
!  Economic globalization sans hegemon 
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1. Beyond System-level Analysis 
1.2 Interdependence and Institutions	

!  Complex interdependence (! Nye and Keohane） 

 # International Organization Policymaking 
!  Critique of realism 

!  Interdependence and bargaining power 

!  Issue analysis (! Structural analysis) 

!  Liberal Institutionalism (! Keohane） 

 # Why International Institutions? 
!  Anarchy and unitary actor ( # third image) 

!  Reiterated prisoners dilemma, Coase theorem, and information asymmetry 

!  Role of international institutions/regimes 

!  Problems with Liberal Institutionalism 
!  Institutions and the distribution problem 

!  Agreement and compliance problem  

"  selection bias and compliance problem 
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1. Beyond System-level Analysis 
1.3 Beyond system-level analysis	

!  Empirical Challenges  
!  Decline of U.S. hegemony / proliferation of economic agreements / 

spread of democracy 

!  Theoretical Developments—Back to the second image?  
!  Democratic peace theory (" Russett and Oneal) 

!  Kantian Tripod 
!  Democratic dyads, commercial interdependence, and joint membership 

in international organizations 

!  Problems 
!  Why do democracies behave differently? (norms) 
!  Democratic peace or commercial piece 

!  Democratic trade ( "  Milner and Mansfield) 

!  Empirical Findings  
!  Democracies trade more 
!  Democracies enter more trade agreements 
 " What is the source of this democratic advantage? 

!  Remaining Issues 
!  (Why) is democracy conducive to free trade, capital liberalization? 
!  What is the relation between democratization and liberalization? 

5 



1.1 Structural Realist Theories 
Hegemonic Trade Theory	

Krasner’s Hegemonic Stability Theory Framework (Lake 1993) 
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Goals Larger relative size of
country

Higher level of
development of country

Political power ＋ ＋

National income − system

Economic growth system system

Social stability ＋ ＋

Predicted effects of openness according to
(direction of relationship)

Probability of an Open Trading Structure with Different Distributions of Potential Economic Power 

SMALL LARGE

EQUAL Moderate-High Low-Moderate High

UNEQUAL Moderate Low Moderate-High

Level of
Development

of States

Size of States

RELATIVELY EQUAL
VERY UNEQUAL

Domestic Effects of Openness 



Power Politics and International Trade (Gowa and Mansfield 1993) 7 

1.1 Structural Realist Theories 
Polarity and trade	



1.3 Beyond system-level analysis 
Democratic Peace Theory	

KANTIAN TRIPOD: DEMOCRACY, DEPENDENCE, INTER-GOVERNMENT ORGANIZATIONS (RUSSETT, ONEAL, DAVIS 1998) 
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1.3 Beyond system-level analysis 
Democracy and IOs	

9 Democratic IOs and Peace (Russett and Pevehouse 2006) 	


