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1. BEYOND SYSTEM-LEVEL ANALYSIS 
1.1 THE BASIC QUESTION OF IPE	


 Why Economic Globalization Persists  
  A Post WWII Phenomenon 

  The evolution and spread of open economic 
development (since the 1990s) 

 Survived the Global Recession of 2008-09 

  From Early 20th Century to the 1930s 
  The Collapse of an open global economy  

  International Political Explanations 
  The Origin of IPE 

  Structural Realist Theories 
  Hegemonic Stability Theory 
  Security Externality (Alliance) Theory  

  Liberal Institutionalist Theory 

 Limits of System Level Analysis 
  Empirical challenges 1 



1. BEYOND SYSTEM-LEVEL ANALYSIS 
1.2 SYSTEM LEVEL ANALYSIS: REALISM	


 Structural Realism (= Third Image) 
  Anarchy ( Hierarchy) and Unitary Actor  
  Security dilemma and Relative gains 

 Hegemonic Stability Theory 
  International finance  ( Kindleberger） 

  “Beggar-thy-neighbor Policy” and financial stability 
  Hegemon = Provider of public goods  
  Problems = public good provision  

  International trade ( Krasner) 
  When free trade benefits? 
  Structure dependent free trade 
  Contributions and problems 

  Beyond HST: Alliance Theory 
  Polarity and Free Trade 
  Security externalities ( Gowa)  

 Limits of Realist IPE 
  Absolute gains and relative gains debate 
  Economic globalization sans hegemon 
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1. BEYOND SYSTEM-LEVEL ANALYSIS 
1.3 SYSTEM-LEVEL ANALYSIS: INSTITUTIONALISM	


  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 

  Institutions and compliance  
  The selection bias and compliance problem 3 



1. BEYOND SYSTEM-LEVEL ANALYSIS 
1.4 CONFLICTING EVIDENCE	


  Democratic peace theory (Russett, Oneal, etc.) 

  Kantian Tripod 
  Democratic dyads, commercial interdependence, and 

joint membership in international organizations 
 If so, trade and IO membership is dependent on 

domestic regime  inter-dependence/
institutionalism 

  Scope and limits 
  Scope – Similarity with embedded liberalism (norms) 
  Criticism and problems – cf. commercial peace 

theory 

 Democratic trade (  Milner and Mansfield) 
  Democracies trade more 
  Democracies enter more trade agreements 

  What is the source of this democratic advantage? 4 



Krasner’s Hegemonic Stability Theory Framework (Lake 1993) 

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 
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1.2 Hegemonic Trade Theory: 
Trade	




POWER POLITICS AND INTERNATIONAL 
TRADE (GOWA AND MANSFIELD 1993) 
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1.2 Polarity, Alliance and Trade	
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1.4 DEMOCRATIC PEACE THEORY 

7 
KANTIAN TRIPOD: DEMOCRACY, DEPENDENCE, INTER-GOVERNMENT 

ORGANIZATIONS (RUSSETT, ONEAL, DAVIS 1998) 
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2. SECOND IMAGE “REVISITED” 
2.1 THE SOURCES OF DEMOCRATIC OPENNESS	


  Social Sources of Economic Openness 
  Democratic Peace 
  Embedded liberalism (= Ruggie) 

  Political Sources of Economic Openness 
  Leadership survival (= Survival theory) 

  Why democracies provide (openness as )public goods 
  Democratic institutions 

  Why certain democracies are more open  
  Distribution 

  Small State Corporatism (Katzenstein / Cameron) 
  Stability 

  Patterns of Democracy and Veto Players (Lijphart / Tsebelis) 

  Democratic competition 
  Transparency and consent 

  Economic Voting and representation (spatial) theory 

  Sources of International Democratic Advantage 
  Democratic Advantage in reaching agreements  

 Two level games and consensus, veto players, and transparency 
  Democratic Advantage in Credible Commitments 

 Sources of Reliability, endurance, magnitude  
 Compliance and self-selection 
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2. SECOND IMAGE “REVISITED” 
2.2 DEMOCRATIC DISTINCTIVENESS	


  Social Sources 
  Democratic peace theory (Russett, Oneal, etc.) 

  Kantian Tripod 
  Democratic dyads, commercial interdependence, and joint membership in 

international organizations 
  Scope – Domestic origins and norms (constructivism) 
  Limits – Cannot explain democratic diversity 
  Criticism and problems – cf. commercial peace theory 

  Embedded liberalism (Ruggie) 

  Historical Uniqueness 
   Economic openness founded on domestic stability 

  Pre-WWI  No IEOs  Superiority of external adjustment 
  Interwar  No IEOs  Emergence of domestic factors 
  Post WWII  IEOs  Superiority of domestic adjustment 

    reinforced by international regimes 
  Scope and Limits – same as Democratic Peace Theory 

  Political Sources 
  Selectorate theory (Bueno de Mesquita, Smith, etc.) 

  Leadership survival (= Size of selectorate and winning coalition) 
  Policy provision (= public goods and private goods) 

  Large winning coalition  more public goods, more challenges 
  Evidence (BdM and Smith 1999 vs. Quinn and Wooley 2001) 

 Empirical support for trade and Democracy (Mansfield et al. 2000, McGillivray and 
Smith 2004 Souva et al. 2008  ) 
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2. SECOND IMAGE “REVISITED” 
2.3 DEMOCRATIC DIVERSITY	


  Democratic Institutions 
  Distribution  

  Small State Corporatism (Katzenstein) 
  Industrial policy, proportional representation, social democracy 

 Corporatist state more open 
  Evidence 

  Market Distribution (Rodrik 1999) 
  State Redistribution (Cameron 1978, Rodrik 1998, Adsera and Boix 2002) 

  Stability 
  Patterns of Democracy 

  Majoritarian vs. Consensus Democracies 
  Electoral systems/Government coalition/Market organization 

  consensus democracies more open/larger fiscal states 
  Evidence (Persson and Tabellini 2003, Iversen and Soskice 2006) 

  Veto player theory (Tsebelis) 
  Policy stability 
  Number, distance, and coherence of (institutional and political) veto players 

  Democratic Competition 
 Transparency and consent 
  Economic Voting 
  Ideological Voting 

  Ideological Competition and Median Voter Theorem 
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2. SECOND IMAGE “REVISITED” 
2.4 DEMOCRATIC ADVANTAGE	
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  International Negotiations 
  Two-level games (Putnam) 

  Distribution issues and negotiations 
  Win-set and ratifying agent 

  Democratic advantages 
  Winning coalition, veto players, and transparency 
  Transparency - Empirical support 

  Trade and Democracy (Mansfield et al. 2000, McGillivray and 
Smith 2004 Souva et al. 2008) 

  International Institutional Cooperation 
  Credibility of Commitment/Compliance 

  Democratic Advantages 
 Winning coalition, veto players, and transparency 

  Commitment and Compliance 
  Liberal Institutionalism 

  International Obligations and Domestic Commitments 



2.2 DEMOCRATIC DISTINCTIVENESS 
DEMOCRATIC PEACE THEORY	


12 KANTIAN TRIPOD: DEMOCRACY, DEPENDENCE, INTER-GOVERNMENT 
ORGANIZATIONS (RUSSETT, ONEAL, DAVIS 1998) 
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2.2 DEMOCRATIC DISTINCTIVENESS 
DEMOCRATIC PEACE IOS	


13 DEMOCRATIC IOS AND PEACE (RUSSETT AND PEVEHOUSE 2006) 	




2.2 DEMOCRATIC DISTINCTIVENESS 
SELECTORATE THEORY EVIDENCE	


Selectorate and growth  

Bueno de Mesquita et al. (1999)	
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2.2 DEMOCRATIC DISTINCTIVENESS 
DEMOCRACY AND GROWTH 

15 Democracy, Growth, and Economic Volatility 
(Quinn and Woolley 2001) 
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2.3 DEMOCRATIC DIVERSITY 
SMALL STATE CORPORATISM	


Democracy and Market Distribution 
(Wages) (Rodrik 1999) 
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2.3 DEMOCRATIC DIVERSITY 
SMALL STATE CORPORATISM	


Openness and the fiscal size of 
the state: OECD countries 

(Rodrik 1998) 

Openness, political regimes, and 
the revenue size: Simulation 

(Adsera and Boix 2002) 
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2.3 DEMOCRATIC DIVERSITY 
SMALL STATE CORPORATISM	


Openness and state 
revenue (Cameron 1978) 



2.3 DEMOCRATIC DIVERSITY 
INSTITUTIONAL ANALYSIS - VETO POWER THEORY	
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PROPOSITION 1: As the number of players who are 
required to agree for a movement of the status quo 
increases, the winset of the status quo does not 
increase (i.e., policy stability does not decrease). 	


PROPOSITION 2: As the distance of players who 
are required to agree for a movement of the status 
quo increases along the same line, the winset of the 
status quo does not increase (i.e., policy stability 
increases). 	


PROPOSITION 3: As the size of the yolk of 
collective players who are required to agree for a 
movement of the status quo increases, the area that 
includes the winset of the status quo increases (i.e., 
policy stability decreases). 	




2.3 DEMOCRATIC DIVERSITY 
INSTITUTIONAL STABILITY	
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Leadership turnover and trade 
(McGillivary and Smith 2004)  



2.3 DEMOCRATIC DIVERSITY 
INSTITUTIONAL TRANSPARENCY	


21 
Democracy and Exports 

(Mansfield et al. 2000) 



2.3 DEMOCRATIC DIVERSITY 
MARKET REFORMS	
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Democracy and Reforms 

(Giuliano 2009) 



2.4 DEMOCRATIC ADVANTAGE 
INTERNATIONAL COOPERATION 
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Regime type and international cooperation (Leeds 1999)	




2.4 DEMOCRATIC ADVANTAGE 

INTERNATIONAL ALLIANCE 
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Regime type and alliance density (Gaubatz 1996	




2.4 DEMOCRATIC ADVANTAGE 

INTERNATIONAL AGREEMENTS 
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Democracy and trade agreements (Mansfield et al. 2000)	




2.4 DEMOCRATIC ADVANTAGE 
TREATY COMPLIANCE	
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Its message is that (1) compliance is generally quite good; (2) this high 
level of compliance has been achieved with little attention to 
enforcement; (3) those compliance problems that do exist are best 
addressed as management rather than enforcement problems; and (4) 
the management rather than the enforcement approach holds the key to 
the evolution of future regulatory cooperation in the international 
system 	




2.4 DEMOCRATIC ADVANTAGE 
COMPLIANCE AND DOMESTIC COMMITMENTS	
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2.4 DEMOCRATIC ADVANTAGE 
INTERNATIONAL AGREEMENTS AND DOMESTIC COMMITMENTS	
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International institutions and credible commitment (Feng and Owen 2011)	




DEMOCRATIC ADVANTAGE 
DOMESTIC CHANGE AND INTERNATIONAL COMMITMENTS 	


29 

Partisanship and IO membership (Grieco, Gelpi, Warren 2009)	



