	
	[image: image1.png][books]




	[image: image2.png]





CIAO DATE: 2/99
Unipolar Politics:
Realism and State Strategies After the Cold War
Ethan B. Kapstein
and
Michael Mastanduno, (eds.)
Columbia University Press
1999
Bibliographic Data 



Table of Contents
Preface
1. Realism and State Strategies After the Cold War
2. Realism and the Present Great Power System: Growth and Positional Conflict Over Scarce Resources
3. The Political Economy of Realism
4. Realism, Structural Liberalism, and the Western Order
5. Preserving the Unipolar Moment: Realist Theories and U.S. Grand Strategy After the Cold War
6. Mercantile Realism and Japanese Foreign Policy
7. Realism and Russian Strategy after the Collapse of the USSR
8. Realism(s) and Chinese Security Policy in the Post-Cold War Period
9. Realism and Regionalism: American Power and German and Japanese Institutional Strategies During and After the Cold War
10. Realism and Reconciliation: France, Germany, and the European Union
11. Neorealism, Nuclear Proliferation, and East-Central European Strategies
12. Does Unipolarity Have a Future?
 

Preface 

Michael Mastanduno and Ethan B. Kapstein 



For the past decade, policymakers and scholars who focus on international affairs have found themselves adrift without chart or compass. The end of the Cold War surely meant profound changes in the international system, but what form did the “new world order” take? Were we on the road toward a world of liberal, peace-loving democracies, as Francis Fukuyama proposed in “The End of History?” Or were we facing instead, as Samuel Huntington asked, “The Clash of Civilizations?” Wherever one looked, scholars and policymakers seemed to be presenting conflicting visions of world politics, and in most cases they failed to provide the sort of testable propositions that would help us discover whether or not their assertions were correct.

At the level of foreign policy, authors were also asking about the future direction that countries would take around the world. Would the Western alliance survive the end of the Cold War, or was it doomed to collapse? Would Japan and/or China challenge American leadership, or would they “bandwagon” with the United States? Was the European Union likely to develop a single foreign and defense policy, or would it continue to “free-ride” on Washington? Again, we have faced a barrage of questions and answers without a filter to help us separate out the serious ideas from those that were frivolous.

The authors of this volume came together to bring some analytical clarity to the increasingly contested realm of world politics. Specifically, we wanted to know whether the dominant research program in international relations, realism, could help us to understand both changes in the systemic environment and in the grand strategies of nation-states. Overall, our answer is “yes.”

At the systemic level, we took the concept of polarity seriously, and focused on what the world was like now that one country, the United States, dominated other states in economic, security, and even cultural terms. What was the meaning of international politics in a unipolar system, and how stable was that order? Not surprisingly, most authors feel that unipolarity is fundamentally an unstable system, and that the United States should expect an array of challenges. Some of these would naturally come from other emerging powers, while others, and perhaps the most significant among them, would come from inside the American polity itself, blocking Washington's leadership activities.

This book was written in the context of the Changing Security Environment project at Harvard University's John M. Olin Institute for Strategic Studies. We would like to express our gratitude to Professor Samuel Huntington, director of the Olin Institute, not only for his support of this work, but more broadly for his unwavering commitment to academic research in the field of national security. More than any other individual, Sam has animated contemporary security studies, and all of us who seek to pursue scholarship in that area owe him a considerable debt.

We also wish to thank Ms. Inga Peterson of the Olin Institute for her administrative assistance, and Mr. Keith Vargo of the Stassen Center at the Humphrey Institute for Public Affairs, University of Minnesota, for turning twelve different word processing programs into a book! Finally, we want to express our appreciation to each of our authors for their hard work, as well as to Ms. Kate Wittenberg, editor-in-chief of Columbia University Press, who supported this project from its early stages, and whose anonymous referees provided us with a superb set of constructive comments on an earlier draft.

 

 

1. Realism and State Strategies After the Cold War 

Michael Mastanduno and Ethan B. Kapstein 



Since 1989, the world’s great powers have been struggling to chart a course through the changed political landscape. That landscape is shaped by two prominent features. On the one hand, the United States dominates the terrain as the only superpower, in possession of superior capabilities and able to advance its particular interests across a wide range of political, military, and economic issues. On the other hand, a new set of challenges and challengers has forced scholars and policymakers in every country to raise uncomfortable questions about the national interest and the direction of international policy. The emergence of China as a great Asian power, for example, must be of concern to its neighbors, just as an erratic Russia remains a global worry. Since no foreign government can rely on Washington to respond to every crisis, and since the United States will not be the world’s leader forever, states must retain some independent capacity for action. There will likely be any number of regional issues in which the United States will choose not to exercise its power, and in some cases a group of countries might even seek to balance against the United States. The end of the Cold War has brought with it the emergence of new strategic dilemmas for nation-states; governments have no choice but to calculate their national interests in this international environment and muster the resources needed to advance them.

This volume was written as an initial effort to understand how states are actually navigating the end of the Cold War. In that sense its purpose is largely empirical: to analyze and explain the “grand strategies” of important actors in the contemporary international system. We seek to answer such questions as: What are the likely patterns of conflict and cooperation in relations among the major nation-states? How have these major powers—the United States, Russia, Japan, Germany, China, France—defined and pursued their national interests in the absence of the overwhelming yet somehow reassuring constraint of the Cold War? And how are smaller powers—especially those of central and eastern Europe, which have so often been in the crucible of world politics—responding? The book addresses these questions through chapters that focus both on the contemporary international system and on case studies of particular nation-states.

The second purpose of this book is theoretical: to see whether we can make any general statements about the state behavior we have observed, or at least develop arguments for future testing drawn from our current understanding of foreign policymaking. In particular, we explore the question of the extent to which the intellectual construct known as “realism,” with its emphasis on international anarchy, insecurity, and the state, helps to illuminate contemporary world politics. We focus on realism not only because it remains the dominant paradigm in the study of international relations, but also because it has come under increasing attack by a battery of scholars.1 Realism’s critics believe that it is particularly ill-equipped to account for international politics in a new world characterized by the improbability of war among great powers, the declining significance of territorial acquisition, the spread of liberal democracy and interdependent market economies, and the growing importance of non-state actors.2 Still, no alternative paradigm now stands ready to take realism’s place.3
To date, several volumes have appeared that use the end of the Cold War primarily as a vehicle for engaging in “paradigm wars”—conceptual debates over the relative merits of realist versus other explanatory frameworks.4 Although we draw on those debates, it is not our purpose to recapitulate them. Rather, our emphasis is on the fit between theoretical propositions drawn from the realist framework and the preliminary empirical evidence offered by the post-Cold War world.5
The end of the Cold War, of course, has provided students of international relations with a unique opportunity to engage in the testing and refinement of various theories. It is not often that a global “systemic shock” occurs which affects nearly all the actors on the world stage at the same time.6 Realist theories rely heavily on the structure of the international system—the distribution of power—as the key factor in accounting for foreign policies and international outcomes. The collapse of the Soviet Union represented a major change in the international structure, and almost every government has had to reconsider if not change its foreign policies as a result. If realism provides a worthwhile explanatory framework, then propositions derived from it should yield insights about state strategies and behavior in light of this shift in the global distribution of power.

The overall assessment of the chapters below is that the much-anticipated death of realism is premature. Realism remains a powerful and valuable explanatory framework, the end of the Cold War notwithstanding. Most of the contributors find some variant of realism helpful in understanding the foreign policy predicaments of particular states. This holds for the advanced states of the capitalist world, as well as for the states of the former communist world. And, it applies in the arena of foreign economic policy as well as in what is usually considered realism’s traditional preserve—national security policy.

Randall Schweller, for example, draws on classical realism to advance an argument about positional competition among states under conditions of scarcity. Jonathan Kirshner looks to the tradition of both liberal and mercantilist writings to generate “the political economy of realism,” i.e., a set of core realist propositions that may be tested against developments in the post-Cold War world economy. Daniel Deudney and John Ikenberry, in a more critical vein, offer what they term structural liberalism as an alternative to realism to account for peace among major powers after the Cold War. Eric Heginbotham and Richard Samuels propose the idea of “mercantile realism”—a variant of realism that focuses mainly on the role of economic policy in national strategy—to explain Japanese behavior, while Iain Johnston looks to “identity realism,” or the way in which elites define or construct the external environment, to explain Chinese behavior. Michael Mastanduno draws on classical and structural realist arguments to develop a “balance-of-threat” explanation of U.S. security strategy after the Cold War. For Neil MacFarlane, Joseph Grieco, and Michael Loriaux, state calculations of power and interest in Russia, Germany, Japan, and France have evolved and in particular historical and geopolitical contexts, shaping “path-dependent” strategies that have been influenced but not overwhelmed by the end of the Cold War. For Mark Kramer, the end of the Cold War has meant a whole new set of strategic dilemmas for governments in central and eastern Europe and efforts to resolve them through the development of alliance relationships with the West. Finally, in his effort to explain post-Cold War outcomes in the international political economy, Ethan Kapstein draws on the arguments of hegemonic stability theory as articulated by realist thinkers such as Robert Gilpin and Stephen Krasner.7
Collectively, these chapters remind us that realism is a research program, bound by a core set of shared assumptions, rather than a single theory. Our authors focus primarily on the distribution of power, relative position, and the role of the state and state calculations of power and interest in deriving explanations of foreign policy behavior. They are less concerned with regime type, shared values, international institutions, or interest group politics as independent sources of state strategies and international outcomes.8 However, several authors do move beyond an exclusive emphasis on material capabilities and take seriously the contribution of nonmaterial factors in shaping foreign policy. Johnston’s emphasis on cultural identity, Loriaux’s reliance on the emergence of shared norms, and Mastanduno’s concern with threat perception and response constitute salient examples. The authors in this volume find the realist framework valuable but also prove willing to broaden or look beyond it, drawing on the insights of other research programs in their efforts to develop better explanations for state behavior.

Existing realist arguments, however, do not all fare equally well. Indeed, the realist theory that receives the least empirical support is currently the most prominent one in the international relations literature—the neorealist balance-of-power theory associated with the work of Kenneth Waltz and his followers.9 Specifically, we find little evidence of military balancing by the major powers of Europe and Asia against the world’s only superpower. The chapters below demonstrate unequivocally that the predictions and behavioral expectations plausibly derived from Waltz’s theory do not square, thus far, with the behavior of the major powers after the Cold War.

But this critical questioning of Waltz’s version of balance-of-power theory is not tantamount to a rejection of the realist tradition. Neorealism does not define the entire paradigm, even though critics and proponents sometimes treat it that way. The contributors to this volume draw largely on the richness of classical realism, with its focus on the factors shaping foreign policy as opposed to those that determine international outcomes, and most of them have combined classical realism’s insights with a systemic perspective in an effort to construct effective explanations of state behavior. Indeed, this volume could be viewed as part of the ongoing effort to elaborate an alternative realist vision, one that goes inside the “black box” of state decisionmaking to explore how foreign policy officials conceive of the international environment and their place within it in order to calculate and pursue national interests.10
Not surprisingly, no single theory or explanation emerges from this volume as a clear alternative to Waltz’s seminal contribution. Instead, the chapters cluster around two realist arguments that emphasize different aspects of the post-Cold War international order. Together, they provide a compelling picture of the forces influencing foreign policymaking today.

The first argument centers on what might be called unipolar politics. Neorealist balance-of-power theory typically underemphasizes unipolarity, treating it as an inevitably brief transition to yet another era of multipolar balancing.11 Yet the chapters demonstrate that a principal foreign policy challenge for each of the states analyzed, including the United States, is to adjust their strategies to the emergence and possible endurance of a unipolar distribution of power. Some states have been determined to “bandwagon” with the United States and rely on American power for their security into the foreseeable future. Others, such as China and Russia, want to hedge their bets; nonetheless, they have been more inclined since 1990 to seek integration into the political and economic institutions of the U.S.-dominated international order rather than try to weaken or undermine that order. What is most striking, in the context of neorealist balance-of-power theory, is the reluctance of other major powers to engage in an individual or collective strategy of balancing against the preponderant power of the United States in an effort to create an alternative international order.

The absence of balancing at the core of the international system does not imply the absence of conflict among major powers. Our second realist argument emphasizes the importance of positional competition among states beyond the realm of military security. For realists, positional competition is an enduring consequence of an anarchical international system. Although major powers currently may not be competing militarily, positional conflicts over resources, markets, prestige, and political influence are prevalent and will persist. Several of the chapters analyze the strategies that different states have devised in an effort to improve their standing in international economic competition, influence weaker neighbors, or compete for international respect and prestige.

At first glance, these two arguments offer clashing visions of the contemporary international system. The image depicted by unipolar politics is one of cooperation among the major powers, as others accept the reality of American hegemony, recognize the high costs of challenging that hegemony, and adapt their strategies to make the most of their position in the new structure. This image portrays the United States, for its part, as acting to preserve its dominant position by reassuring and integrating potential challengers.

In contrast, the vision offered by positional competition is of an ongoing struggle for power and international influence that could eventually spill over from the relatively benign forms it is taking at present to the more traditional forms of military and territorial competition among major powers. This is world politics of the bare knuckles variety, in which each state seeks to maintain if not improve its position in the hierarchy.

Yet these images need not be mutually exclusive. Cooperation and competition among major powers may coexist uneasily. As stated at the outset, there is no guarantee that the present dominant position the United States enjoys will last forever. Prudent governments will seek to bandwagon with the United States while still maintaining some independent capacity for action, either through the mustering of internal resources or through the cultivation of regional or global relationships. This is the very tightrope that states must now walk, as they seek to avoid alienating Washington while pursuing their particular interests. Washington, in turn, faces the ongoing problem of pursuing its own interests without triggering the formation of a balancing coalition against it.

Can the major powers cross these tightropes without falling? The analyses contained in this volume suggest that the contemporary order may be stable for the time being, but that the walk will continue to be a delicate one. Russia’s leaders, for example, are somehow seeking both accommodation with the West and the restoration of Russian hegemony in the former Soviet area. This latter effort, however, could prove threatening to the West or at least contentious in terms of Western interests and values. Similarly, China is striving for deeper integration into the world economy, but at the same time its leaders gain political benefits from depicting the country’s security environment as threatening and hostile. Their willingness to act on that image, for example against Taiwan or in the south China Sea, generates regional insecurity and prompts confrontation with the United States. Germany and France are struggling to maintain the prudent cooperation that served them so well during the Cold War, but now without the glue of the external security threat and in the face of significant economic and social pressures at home as the costs of European integration seem to mount. Japan’s leaders have been anxious to preserve the positive aspects of the Cold War status quo, but they face economic stagnation, trading partners who are less willing to accept asymmetrical market arrangements, and a United States whose security guarantee necessarily seems less certain without the Cold War. Finally, the United States, the most important player in the system, is trying to preserve its unipolar position through a global engagement strategy. U.S. officials, however, face a public and Congress that have proven reluctant to support military intervention, skeptical of foreign assistance, and anxious about America’s role in the global economy.

The rest of this chapter expands on the themes introduced above. The next section reviews the realist research program and criticisms of neorealism raised in the volume’s chapters. The following two sections elaborate the arguments of positional competition and unipolar politics.

 

The Realist Research Program and Neorealist Theory After the Cold War 

Realism contains a set of core assumptions from which a variety of hypotheses and explanations can be generated. As the chapters in this volume demonstrate, there is no single “theory of realism,” and realism per se cannot be tested, confirmed, or refuted. A recent and serious scholarly attempt to test “realism” as opposed to particular realist theories found that the “scientific study of realism is difficult because it is not often specific enough to be falsifiable.”12 Particular realist theories, however, can and should be constructed specifically enough to be falsifiable.13
The following set of assumptions are generally accepted in the chapters below as providing the foundation for the realist research program in international relations. First, the most important actors in international politics are “territorially organized entities”—city-states in antiquity, and nation-states in the contemporary era.14 Nation-states are not the only actors on the current world scene, but realists assume that more can be understood about world politics by focusing on the behavior of and interaction among nation-states rather than by analyzing the behavior of individuals, classes, transnational firms, or international organizations.

Second, realists assume that state behavior can be explained as the product of rational decisionmaking. As Robert Keohane puts it, for the realist “world politics can be analyzed as if states were unitary rational actors, carefully calculating the costs of alternative courses of action and seeking to maximize their expected utility, although doing so under conditions of uncertainty.”15 States act strategically and instrumentally, in an arena in which the “noise level” is high. The problem of incomplete information is compounded because states have incentives to conceal or misrepresent information to gain strategic advantage. Consequently states may miscalculate, but not so frequently that they call into question the rationality assumption.16
Third, realists emphasize the close connection between state power and interests. States seek power (defined both as relative material capabilities and relative influence over outcomes) in order to achieve their interests, and they calculate their interests in the context of the international environment they confront. While all states seek power, it is not necessary to assume that states seek to maximize power. Not every state needs or wants nuclear weapons, for example. Similarly, although security and survival are the highest priority in terms of state interest, there is no need to assume that states always strive to maximize security at the expense of other goals. States pursue an array of interests; the key point for realists is that in defining the so-called national interest, state officials look “outward,” and respond to the opportunities and constraints of the international environment.

Fourth, realists believe that relations among states are inherently competitive. While states compete most intensely in the realm of military security, they compete in other realms as well, particularly in economic relations. To say that states “compete” means that states care deeply about their status or power position relative to other states, and that this concern guides state behavior. Competition is a consequence of anarchy, which forces states ultimately to rely on themselves to ensure their survival and autonomy. This does not imply cooperation is impossible, only that states will approach cooperative ventures with a concern for the impact of those ventures on their relative power positions.17
Waltz’s balance-of-power theory, often labeled neorealism, remains the most prominent realist theory of international relations. As such, it provides the starting point for analysis in most of our chapters. At its core is an argument about international interactions and their outcomes; it is not explicitly a theory of foreign policy, or why states act the way they do. Waltz’s approach is systemic and his model is parsimonious. He posits that international systems are anarchic as opposed to hierarchic and that states are functionally similar rather than differentiated. The key independent variable is international structure, or the distribution of capabilities across states. From this, Waltz derives the hypotheses that (1) states will balance against a preponderant power, (2) balances of power will inevitably form and recur, and (3) bipolar or two-power systems will be less war-prone and more stable than multipolar ones.18
Waltz’s contribution has been extraordinarily influential, shaping the realist research agenda for almost two decades and inspiring scholarship and debate on an array of fundamental issues including the stability of international systems, the causes of alliances, and the nature of international theory itself. As is the case for any major social science contribution, the theory has also attracted considerable criticism. Some fault the theory for positing an overly narrow conception of international structure, and for being incapable of explaining the all-important problem of international system change.19 Others point out that Waltz provides little systematic evidence for his central claim of the recurrence of balancing, and relies instead on selected illustrations that tend to confirm his expectations.20 Paul Schroeder’s recent survey of European diplomatic history, for example, casts doubt on the empirical validity of Waltz’s claims.21
Given the centrality of Waltz’s argument, and the obvious temptation of testing it in the setting of a unipolar system, virtually all of the chapters do so against the available evidence compiled since the end of the Cold War. The result is a strong consensus that neorealist balance-of-power theory does not provide an effective explanation either for the behavior of particular states or for their interactions regionally or globally. For example, Johnston’s chapter finds no evidence that China is developing forces to balance the United States, or that it is seeking to coordinate its diplomacy with possible U.S. adversaries in the same way that it sought coordination against the Soviet Union during the 1970s and 1980s. Rather than reducing its economic dependence on the United States, China is increasing it, and Chinese behavior in Asia has hardly prompted other states to weaken their security ties to the United States. MacFarlane argues that the most developed parts of Russian cooperation with the West lie in the realm of security, notwithstanding the provocative prospect of NATO expansion. Rather than pursue balancing against the United States, Russia’s leaders have emphasized a “strategic partnership” with America in which Russia is de facto the subordinate partner. Russia has even sought assistance from the United States in dismantling its nuclear weapons—hardly the stuff of balance-of-power theory.

In their chapter, Heginbotham and Samuels argue that Japan has embarked on a long-term path of downsizing its military forces, even though defense budgets and military capabilities elsewhere in East Asia have been growing rapidly. Faced with the prospect of an increasingly powerful China, Japan seems inclined neither to seek regional allies who will balance against China nor to develop an independent nuclear capability. Instead, it continues to rely heavily on its bilateral security treaty with the United States.

In the context of Europe, Michael Loriaux finds the striking absence of balancing by France against the power of a resurgent and reunified Germany. Mark Kramer shows that, contrary to the expectations and explicit predictions of some neorealists at the end of the Cold War, the states of central Europe and especially Ukraine have foresworn reliance on nuclear weapons, the most potent capabilities available to them to balance Russian power. And, in accounting for German and Japanese regional strategies, Joseph Grieco demonstrates that changes in polarity—the key variable in neorealist theory—do not correlate with changes in state behavior.

Proponents of neorealist balance-of-power theory might counter that Waltz’s intention was to explain international outcomes, not the foreign policies of particular states. Waltz, in fact, makes that point explicitly.22 Yet, if balancing behavior is to be a systemic outcome, at least some, if not all, major powers need to be engaged in it. Or, as Johnston notes, “while one single-country test of neorealist propositions is not sufficient to confirm or undermine neorealist claims, neorealists ought to be concerned about the cumulative implications of many single-country tests.”23 The post-Cold War evidence to date is fairly clear at both the national and the systemic levels—other states are not balancing the preponderant power of the United States.

Neorealists might respond that it is too soon to tell, and that balancing behavior will emerge eventually. For example, the European Union’s effort to create a common currency, the “euro,” arguably could be conceived as an attempt to create a balance against U.S. financial hegemony. The revival of bilateral diplomacy between Russia and Japan, or Russia and China, could develop into closer relationships based on a shared anxiety about U.S. preponderance. Leaving aside the fact that the most prominent neorealists have predicted a fairly rapid transition to multipolar balancing, the “too soon to tell” point is a fair one. The evidence from the post-Cold War world can only be preliminary at this stage, and therefore it would be highly imprudent to abandon or discard Waltz’s theory.24 The initial experience of the post-Cold War system, however, does suggest that it is sensible to develop and explore additional hypotheses and propositions. This volume’s contributors take up that challenge and in so doing they elaborate two realist images of the contemporary international system that are not centered around military balancing among the great powers.

 

Positional Competition After the Cold War 

The traditional realist image of the international system emphasizes security competition among greater and lesser powers under the ever-present threat of war. States engage in internal and external balancing to ensure survival and protect their autonomy. Wars occur because there is no higher authority to prevent them, and because powerful states at times view the use of force as a viable instrument to gain territory, extend political influence, or establish hegemony over other states in the system.

Relations among the great powers after the Cold War may offer a very different picture. Nuclear weapons and highly destructive conventional ones have made the costs of war among them almost prohibitive. Great powers, even in circumstances of intense conflict such as the Cold War, have sought to avoid direct military confrontation. The acquisition of territory by force is no longer considered a legitimate “right” of great powers, and in any event territorial acquisition is arguably less valuable as advanced economies have become more knowledge- and technology-based than natural-resource-based.25 Ideological competition among great powers has also waned, notwithstanding the “clash of civilizations” hypothesis.26 In sum, even if the probability of war has not dropped to zero, the present-day international environment is one in which fundamental threats to state survival and the prospects of “hegemonic war” among great powers appear exceedingly remote.

Is realism still relevant in a world that lacks the proximate threat of a great power military conflict? Contributors to this volume answer in the affirmative by returning to a core realist premise—the persistence of positional competition among states in an anarchic environment. If military competition is de-emphasized, states will compete for power and influence in other realms and over other values.

The clearest depiction of present-day politics as positional competition among great powers is offered by Schweller. He argues that the key concept for understanding international competition is scarcity rather than security. The great game of world politics is a struggle for control over scarce prizes, such as political prestige, technological primacy, or influence over neighboring states. In some international environments “security” may be a scarce commodity, but in others it may not be. Schweller argues that neorealism’s overriding emphasis on security as the driving force of state behavior is misleading, and he questions the explanatory power of neorealism when survival is not at stake. He finds that the real struggle among great powers today is in the economic arena, and that differences in national economic growth rates, instead of dampening positional competition, actually exacerbate it.27
Heginbotham and Samuels offer a version of this general argument in devising their explanation for Japanese strategy. Their model of mercantile realism expects policymakers to routinely assign primacy to economic and technological power in calculations of state security. They expect state officials over the long-term to pursue economic primacy even in the absence of military security concerns, and in some cases even at the expense of military security. Japan is the paradigmatic case of the mercantile realist state. Heginbotham and Samuels argue that Japanese mercantile strategy has its origins in the international environment of the nineteenth century, and has taken on the attributes of a “strategic culture” which has evolved and continues to inform national strategy in the post-Cold War environment.

The theme of positional competition outside the military realm runs through other chapters as well. Kirshner’s realist theory of political economy predicts that multilateral economic cooperation will falter and that the world economy will become increasingly regional. Regionalism allows great powers to take advantage of interdependence while retaining autonomy and exploiting asymmetries in size and power. MacFarlane sees Russia’s determination to regain control over the former Soviet Union as driven in part by a need to reestablish a sphere of political influence befitting of great power status. Similarly, Johnston argues that China’s regional ambitions reflect a desire for respect and recognition as a great power. Mastanduno argues that America’s shifting position in the international security and economic structures led it during the early 1990s to be more sensitive to positional competition in its economic relations with other advanced industrial states.

An emphasis on positional competition broadens the realist research agenda at the level of both foreign-policy analysis and international systemic outcomes. Since states must engage in multiple arenas (political, economic, military) simultaneously, positional competition highlights the complexity of state objectives and the tradeoffs state officials face as they seek to attain them.28 Japan’s leaders confront the problem of retaining a stable security environment after the Cold War (in effect, of dampening positional security competition), so that Japan can once again compete effectively in the economic arena. For the United States, the challenge is to maintain or improve its position in international economic competition without jeopardizing its legitimacy as the world’s political and military leader. The tradeoff for Russia is how far to expand its regional influence without compromising its global economic and security strategy of extracting benefits through integration into the U.S.-led economic and security institutions. How states conceive of and manage these and similar tradeoffs across objectives is an important aspect of statecraft and one that has been understudied by realists as well as international relations scholars more generally.

Similarly, the sources or motives underlying state behavior in positional competition are a rich area for exploration. The mercantile realism put forth by Heginbotham and Samuels may provide a good model for Japan’s behavior, but an important next step would be to formulate a more general argument that could be tested against other cases. Why do some states fit the mercantile realist profile while others do not? Schweller depicts positional competition as the norm in international relations, but why do different states choose to focus their efforts in one arena of positional competition as opposed to another? Nuclear weapons, for example, bring power and prestige in the international system, yet as Kramer and others have shown, many states within reach of that capability have chosen to forego it.29
Questions of why and where states compete are complemented by those of how they compete: which instruments of policy are most useful, and in which arenas? Are sources of power fungible across issue-areas?30 To take a seemingly nonrealist example, several authors in this volume highlight the importance of international institutions as instruments of statecraft. Loriaux, for example, shows that both Germany and France have manipulated the institutions of the European Union to pursue economic and security goals. Grieco explains the variation in the extent to which Germany and Japan rely on institutions, and Mastanduno points to the use of institutions by the United States to dampen the incentives for other states to balance its preponderant power. As a self-conscious realist, John Mearsheimer has recently argued that international institutions have only a marginal impact on systemic outcomes.31 If this is so, why then do so many states use institutions as instruments of foreign policy?

At the systemic level, the image of positional competition directs attention to the international economy and to the links between the economic and security systems. Under what circumstances does international economic competition seriously damage multilateral economic cooperation? This is an important question that has taken on new life in recent years. Deudney and Ikenberry see multilateral economic cooperation as institutionalized and robust; positional competition can take place without harming the overall economic system. Most realists tend to be more pessimistic, especially if institutions are malleable and prone to manipulation by states. To the extent that economic cooperation is a function of international security commitments, the future is even more in doubt.32 As Kirshner argues, the post-Cold War setting offers an ideal environment for testing these and other competing claims.

An important related question is, under what circumstances does economic conflict spill over into international security conflict? Contemporary realists have only begun to address this question systematically, drawing on the rich experience of the 1930s, the pre-World War I environment, and earlier periods in the history of the state system.33 The answers developed will prove crucial to our understanding of the prospects for great-power peace over the coming decades.

Finally, realists have devoted hardly any attention to whether the concepts familiar in the study of positional competition in the military realm are useful in understanding positional competition in the economic realm. Do states balance economic power, as they do military power? Are there economic security dilemmas, and the technological equivalent of arms races? Heginbotham and Samuels introduce these possibilities; a rich opportunity for realist political economy awaits.

 

The Politics of Unipolarity 

The structure of the contemporary international system is unipolar.34 The United States leads its competitors by a wide margin in overall military capabilities and the ability to project its forces globally. Its defense spending is greater than that of all the other great powers combined. It also remains the world’s dominant power economically, even if by a lesser margin than during the first two decades of the cold war. Its corporations remain at the cutting edge of nearly every military and consumer technology. The large size of its domestic market, its generous resources endowments, and its “soft” power attributes, such as its ideological and cultural appeal and language, assure that no other power is currently in a position to rival the United States.

The more contentious question is, how much does unipolarity matter? Neorealists and a variety of nonrealists may find common ground in answering “not very much.” Neorealists expect unipolarity to give way quickly to multipolarity as other powers move individually and collectively to balance the preponderant power of the United States. For liberals, the distribution of power is far less important than the degree of institutionalization and the domestic identity of states in accounting for foreign policy behavior and international outcomes. Unipolarity is similarly a less salient explanatory factor for those who hold the more pessimistic belief that the future of international relations portends a clash of civilizations or the widespread disintegration of the nation-state.

In contrast, many of the contributors to this volume hold that the distribution of power in general, and unipolarity in particular, matter a great deal. The unipolar distribution of power shapes state behavior, and in ways not anticipated by Waltz’s balance-of-power theory. Instead of responding by balancing, states are adjusting in various ways to the reality of a U.S.-centered international system.

Grieco’s chapter provides a strong example. He shows that American hegemony has been decisive in shaping Japanese and German preferences for regional institutionalization during the Cold War and after. U.S. power, he argues, set these two major states on highly different trajectories regarding their interest in regionalism. These trajectories are still in evidence today and are being reshaped by U.S. power after the Cold War. America’s strong preference for “open regionalism” in East Asia, for example, has done much to discourage Japan from crafting or cooperating in exclusionary political and economic arrangements.

Kramer demonstrates that Poland, Hungary, and the Czech Republic have been so determined to bandwagon with the U.S.-led NATO alliance that they have shaped their foreign and defense policies in pursuit of this priority goal. Each state has renounced an independent nuclear capability, yet has also expressed a willingness to have U.S. nuclear weapons placed on their soil if that would facilitate entry into the alliance.

Even Deudney and Ikenberry’s chapter, which self-consciously puts forth a nonrealist argument, tends to concede the importance of the unipolar distribution of power. The authors argue that the absence of serious political or economic conflict among Western states is a function of what they label structural liberalism, or the institutionalization of a system of consensual and reciprocal relations among participating states. Yet they find that this system remains remarkably Washington-centered. American hegemony is so essential to the maintenance of the system that it is built into their definition of its essential features. For example, they argue that the “penetrated” character of U.S. hegemony facilitates cooperative relations by giving other states a say in how policies are developed at the core of the system.

Other examples abound. France, after failing to gain European support for more independent West European defense initiatives, has deepened its participation in the American-led NATO structure.35 Germany and Japan have crafted long-term security strategies around an American military presence on their soil and in their regions. Russia abandoned its traditional ally, Iraq, and followed the American-led coalition during the Gulf War, and subsequently accepted an arrangement whereby Russian forces served under U.S. command in the implementation of the Bosnian peace accords. In the “near abroad,” where Russian foreign policy generally has been assertive, Russian leaders have proceeded cautiously in relations with countries of particular strategic or political interest to the United States, such as the Baltic states.

Unipolarity is shaping the behavior of all the major players in the system, including the United States. Mastanduno’s chapter shows that U.S. officials have responded to the new distribution of power by devising strategies to preserve America’s dominant position. These include efforts to engage status quo-oriented states, confront revisionist states, and use multilateral institutions to reinforce the perception that America’s preponderant power is not being exercised arbitrarily or in a threatening manner. In the concluding chapter, Kapstein argues that outcomes in the international political economy continue to reflect Washington’s preferences in the trade and financial issue-areas, and he notes that an increasing number of states are seeking to join existing regimes that still reflect U.S. power and purpose.

A unipolar distribution of power thus offers the prospect of cooperative relations among major powers, as other states, some eagerly and some more grudgingly, recognize the high costs of challenging U.S. hegemony and the potentially considerable benefits of going along in the U.S.-dominated system. But will this unipolar system persist, and for how long? At this stage there can be no definitive answer to that question.

Still, it is possible to sketch the types of challenges that must be addressed by the American state if the unipolar “moment” is to endure. Here we focus on two obvious suspects. The first set of challenges emerges from the stresses and strains associated with American domestic politics. The second set results from strategic choices made by other states—choices that may be influenced by U.S. behavior. The preservation of unipolarity requires U.S. officials to manage these twin challenges simultaneously.

 

Managing Domestic Constraints 

It could be argued that one’s vision of contemporary international politics must be directly tied to one’s vision of American politics. To be sure, the United States has been affected by international politics. The Japanese attack on Pearl Harbor brought the nation into the Second World War, while Soviet actions in postwar Europe forced the creation of the Marshall Plan and the North Atlantic Treaty Organization. But, to a remarkable degree over the past half-century, U.S. officials have been able to shape international politics to their liking. For example, as Deudney and Ikenberry discuss, the development of free trade and monetary regimes reflected American preferences for a liberal economic order, one in which prosperity, stability, and peace among advanced industrial states formed a virtuous triangle.

Why did the United States pursue an “open” as opposed to “closed” economic policy after World War II? A variety of interest groups were in favor of a return to protectionism, but U.S. officials moved policy in a different direction. The realization of America’s dominant economic position, coupled with the need to create an anti-Soviet coalition, created strong incentives within the state and society for a liberal trade policy.36 Both state and internationalist business elites came to appreciate the role that exports might play in the American economy and in cementing U.S. alliance systems. These internationalist interests prevailed, and over the ensuing decades Washington led the world in the creation of regimes that progressively liberalized trade so that it could serve as an important source of global economic growth. Domestic opposition to free trade was bought off by side-deals with powerful interests (e.g. the international textile agreement), through direct worker compensation, and by a system of administrative remedies that channeled demands for protection away from the political arena.37 Indeed, the trade regime even endured the shift from an American economy that once generated trade surpluses to one that has had chronic deficits, and has been strengthened by the completion of the transformation of the GATT into the potentially more powerful WTO.

Yet, the past two decades have also witnessed the emergence of new challenges to America’s liberal consensus from several different quarters.38 During the 1970s, traditional manufacturing industries harmed by international competition (e.g., steel and autos) led the charge in lobbying for trade protection. During the 1980s, there were those who believed that America’s liberal trade policy toward Asian developmental states was inappropriate and unfair to American industry, and that the U.S. manufacturing base was being “hollowed out” by mercantile competitors who relied on business-government partnerships. Samuel Huntington, for example, wrote that “America and Japan are engaged in an economic cold war . . .[and] Japan has been doing better than we in that war.”39 During the 1990s, the populist concern has emerged that trade with less developed countries subjects American workers to a different form of unfair competition—that of cheap labor, poor working conditions, and lax environmental standards. The intense U.S. debate over NAFTA, lingering concern over the threat of the WTO to U.S. “sovereignty,” and the failure of the Clinton administration to obtain “fast track” trade negotiating authority in 1997 reflect this sentiment.

To date, these challenges have been weathered and a winning coalition in favor of a more explicitly nationalist or protectionist trade policy has not been formed. Over the long term, however, the threat will be kept alive by large merchandise trade deficits and the persistence and, it would appear, worsening of economic inequality in the United States. As the gap between have and have-nots increases, political pressure will continue to be directed outward at an international economy that seems to many to be responsible for perpetuating and exacerbating domestic economic problems.40
American officials must withstand or deflect these pressures if they seek to preserve America’s dominant global position. If instead they succumb and turn the U.S. economy inward, other governments facing similar pressures will be tempted to do the same. The ensuing economic conflicts would make it difficult for U.S. officials to induce other states to participate in an American-centered system, and could lead to a resurgence of great power economic and geopolitical competition. In their efforts to counter these domestic pressures, U.S. officials have the advantage of being able to mobilize those societal interests, such as multinational corporations, that benefit most from openness and interdependence.41 But, compared to their Cold War predecessors, they will find it more difficult to invoke external security threats to build political support at home for economic openness and a U.S. leadership role in the liberal world economy.

We should expect sustained domestic pressure on America’s strategy of international political leadership as well. Robert Tucker has recently observed that the “great issue” of current U.S. foreign policy is “the contradiction between the persisting desire to remain the premier global power and an ever deepening aversion to bear the costs of this position.”42 Although risking American lives in faraway places for the purpose not of meeting an identifiable threat but of maintaining “stability” around the world may make sense to U.S. foreign policy officials, the American public has become increasingly reluctant to bear the economic-political costs of a global engagement strategy after the Cold War. In the face of domestic and congressional pressure, administration officials have struggled to maintain the defense and foreign assistance budgets and to protect funds for the day-to-day operations of overseas U.S. embassies. More ambitious initiatives, such as the equivalent of a “Marshall Plan” for Russia and Eastern Europe, are simply out of the question. On the political side, the lingering of the so-called Vietnam syndrome has combined with a sense of security and relief prompted by the collapse of the Soviet threat to produce an extreme unwillingness on the part of the U.S. public to tolerate even minor casualties in armed conflicts.

One response by American officials to these constraints has been to emphasize economic burden-sharing in foreign policy commitments. The Bush administration set the standard: during the Persian Gulf war, it extracted contributions from other coalition members with a zeal and effectiveness that led some to speculate that America made a net profit on the intervention, and others to characterize U.S. forces as mercenaries.43 The Clinton administration’s 1994 deal on nonproliferation with North Korea obliges Japan and South Korea to pick up a significant part of the cost of providing alternative energy sources to North Korea. Clinton officials have also made clear that they expect European states to bear the burden of Bosnian reconstruction.44
A second response has been to emphasize “pragmatism” in military interventions. Foreign policy officials have been most concerned to avoid excessive commitments, minimize costs and casualties, and develop “exit strategies” even at the risk of leaving unfinished business. In Somalia, for example, the Clinton administration moved quickly from a humanitarian mission to a more ambitious nation-building exercise, but abruptly ended its efforts after taking relatively light casualties in a firefight. In Bosnia, the Bush and Clinton administrations delayed direct intervention until 1995. Since intervention, Clinton officials have responded to domestic pressure by setting deadlines for withdrawal, but have extended those deadlines in the face of evidence that the Bosnian situation is far from stabilized.

Thus far, American officials have managed to maintain adequate public support for international leadership after the Cold War. But, as Mastanduno’s chapter argues, in the absence of a central strategic threat this domestic challenge is likely to persist. The current intervention in Bosnia can still sour, and future interventions are inevitable if the United States continues to pursue global engagement and take primary responsibility for regional stability. Yet, it is hard to imagine that the domestically acceptable Persian Gulf formula—clear threat, low casualties, quick settlement, ample external support, and financing—can be replicated across a series of regional crises. Domestic political support could quickly evaporate should a regional crisis turn bloody, leading perhaps to an “agonizing reappraisal” of America’s extensive post-Cold War international commitments.

 

Global Challenges 

U.S. officials seeking to preserve their unipolar advantage must look outward as well as inward. Is any serious challenger to U.S. hegemony with the necessary combination of formidable capabilities and global ambitions likely to arise?

There is little evidence to date of a single power or group of powers rising in the near future.45 Take the case of Japan, widely feared during the 1980s as a pretender to economic and eventual political hegemony. But during most of the 1990s Japan’s economy has been unable to rebound from a deep recession, and it has yet to develop the kind of military power needed to defend its own much less other Asian sea (and air) lines of communication. Japan also faces some potentially serious security concerns of its own in East Asia. As Heginbotham and Samuels argue, these have led it to reemphasize the importance of its bilateral alliance with the United States rather than pursue an independent much less a globally ambitious foreign policy. U.S. officials, for their part, have reinforced this direction in Japanese policy by reaffirming and strengthening the bilateral security alliance.

With the Japanese challenge suspended at least for now, the rise of China has loomed especially large. But foreign policy analysts in the United States and abroad may have exaggerated the Chinese “threat” to the international order. China’s expected, rapid rise to economic dominance is based on questionable assumptions regarding the current size of its economy and, even more problematic, its ability to retain political stability and domestic cohesion over an extended period of time.46 China is becoming increasingly dependent on the international system, and especially the United States, for food, fuel, capital, technology, and export markets. To the extent that it continues to pursue a policy aimed above all at economic growth, its foreign policy options will be constrained. China’s leaders would act more aggressively in international politics at their peril, for it would threaten the country’s continued access to needed economic and technological inputs. U.S. officials have sought to reinforce this point more positively, by downplaying human rights concerns and by promising China economic and political benefits in exchange for what the United States judges to be responsible foreign policy behavior.

What about Russia? In contrast to China, it is quite possible that western analysts have understated its power potential. Russia continues to possess the largest army in Europe (even if its performance is questionable), has a still oversized defense industrial base, and an economy rich in human capital. Russia has significant disputes with the United States and Western Europe over such issues as NATO expansion and the containment of Iraq, leading to domestic pressures for an independent and sometimes conflictual foreign policy. Could Russia reemerge as a global challenger?

Again, the answer for the foreseeable future would appear to be in the negative. As MacFarlane’s chapter shows, Russia seems to have accepted a subordinate role globally while it pursues regional hegemony. Russia’s requirements for IMF assistance, and for Western capital and technology, have led it to seek compromises with the United States over many issues of mutual concern. During 1996 and 1997, for example, despite all of their public protests, Russia’s leaders managed to find a face-saving formula for accepting NATO’s eastward expansion. They also settled for a subordinate role under U.S. command in the Bosnian peacekeeping effort, and have tried to walk a delicate line between improving relations with Iraq and cooperating with the U.S.-led effort to repress Iraq.

Finally, one could conceivably view the European Union as a challenger to the American-dominated international system. Its population, technological potential, and gross national product could provide the basis for a strong military and economic power, were it truly united. As noted above, the European monetary union, with its creation of the “euro” as a common currency, could be viewed in part as a continental effort to balance against America’s financial hegemony.

But the EU is far from playing the role of a superpower. Most obviously, it continues to lack a unified foreign and defense policy, making it incapable of defending itself, much less projecting power overseas. Europe’s most powerful state, Germany, has defined its post-Cold War security in terms of continued dependence on the military power and presence of the United States. Further, years of economic recession are taking their toll, sapping a great deal of public support for the European project. For its part, U.S. policy continues to support European integration, on the condition that it does not compromise the lead role of NATO and the United States in European security affairs.

What about a collective response to American hegemony? Here, too, possibilities exist but near-term prospects are remote. The relationship between China and Japan is constrained by historical resentments and the potential for economic and territorial disputes. Each state seems to rely on the United States to keep the other at bay. Japan and Russia have economic complementarity but long-standing territorial disputes, and both would be wary of alienating the United States. Talk of a Russian-Chinese alliance surfaces from time to time, but most analyses see little possibility given the current configuration of power and interests.

Overall, then, it would seem that for some time the United States will face a world without any significant challenge to its hegemonic position. As Mastanduno’s chapter argues, hegemonic challengers could emerge more quickly if U.S. officials fail to manage domestic constraints or succumb to the tendency to exercise foreign policy power arbitrarily or unilaterally. And, one could conceive of an entirely different array of global problems that would test Washington, ranging from the “clash of civilizations” to ozone layer depletion. But presumably such problems would test other countries as much if not more than the United States. For example, the further spread of Islamic fundamentalism would be of particular concern to Western Europe, and a renewed energy crisis would jeopardize European and east Asian economies more than that of the United States. Indeed, a world of “nontraditional” threats might even play to the United States, further increasing its “lead” over potential challengers.

 

Conclusion 

The authors contributing to this volume all accept the profound changes that have occurred in the international system, including globalization, democratization, the receding prospect of great power war, and the emergence of the United States as the sole superpower. In light of these changes, many scholars argue that world politics are experiencing a seismic shift, and that paradigms other than realism are needed to understand contemporary international relations. However, the chapters that follow show that the traditional language of politics and the factors of direct relevance to realism—anarchy, the power and interests of states, and positional competition—still provide a powerful conceptual framework for analyzing state behavior.

This is not to dismiss the insights of other perspectives. On the contrary, several authors combine traditional realist arguments with an emphasis on nonmaterial factors such as state identity and threat perception in accounting for state behavior after the Cold War. By doing so, they sacrifice the parsimony of neorealism, but regain the richness of a classical realism that was all but forgotten in a simpler world with its narrow focus on the military capabilities of the superpowers.47 More important, they open the door to a better understanding of the international political environment in which states are making their strategic choices, for good or for ill.
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2. Realism and the Present Great Power System: Growth and Positional Conflict Over Scarce Resources 

Randall L. Schweller 



There is no “theory” of political realism; instead there are many competing and complementary realist theories derived from the same first principles and basic set of assumptions. Though richly diverse in their theoretical and empirical concerns, all self-described realists share a political philosophy or worldview that is profoundly pessimistic about the human condition, moral progress, and the capacity of human reason to create a world of peace and harmony. This pessimism derives from the realist view of international politics as a perpetual struggle among groups for security, prestige, and power and influence, viz., control over territory, scarce resources and the distribution of those resources, the behavior of other groups, and the world economy. In more technical terms, realists see a world of constant positional competition among groups under conditions of scarcity. By positional I mean that what counts is not the players’ absolute skills or capabilities but how they perform relative to their opponents. A change in the absolute capability of any actor (holding constant the remaining actors’ capabilities) has important consequences not only for that player but also for the other players.1 By competition I mean that the primary goal of the players is to win or, at a minimum, to avoid relative losses.2
Neorealism’s assumption that states seek to maximize their security (not power or influence) transforms classical realism from a game of pure positional competition to one of collaboration with mixed motives. This is because, among security-seeking states, there is no inherent competition—no state seeks to win at the others’ expense.3 This is not to suggest that security is never a positional good. The familiar concept of the security dilemma explains how one state’s gain in security necessarily makes others less secure. But the security dilemma operates only under very specific conditions: (1) when security is scarce (offense has the advantage over defense), (2) states cannot signal their true intentions (offensive weapons and doctrines are indistinguishable from defensive ones), and (3) there is no true aggressor (otherwise, states are arming to defend themselves against a real threat). In theory and under most real-world conditions, security is a positive-sum value; it can be both commonly desired and commonly shared without diminishing its enjoyment for any individual actor.4 The same cannot be said for positional goods, such as prestige, status, political influence, leadership, political leverage, or market shares.5 All states cannot simultaneously enjoy a positive trade balance; and if everyone has status, then no one does. Indeed scarcity confers status.6 Positional competition is therefore zero-sum, in that a gain (loss) for one player becomes a corresponding loss (gain) for the opponent(s).

Positional conflict is an especially virulent subset of positional competition, in which at least one of the parties, and usually both, seeks the total destruction or subjugation of the other: for example, civil wars and many ethnic and religious conflicts. In these “winner takes all” struggles, bargaining is impossible; there is no cooperative solution. In Waltz’s words, “the parties contend not simply over the difficult issue of who shall gain or lose. They struggle instead with the calamitous question: Who shall dominate whom? The answer to that question can satisfy only one of the parties.”7 Likewise, Richard Betts points out that the root issue of all wars is always the same: “Who rules when the fighting stops.”8 This is the essence of positional conflict.

All realists share the conviction that anarchy is a persistent condition that cannot be transcended, and so states will continue to struggle, as they always have, for scarce resources, whether material or social in nature. Seen in this light, political realism supports a set of theories about the competitive state: how it can best advance its national interests (economic, territorial, security, diplomatic, etc.) in a self-help competition against other states. To generate prudent policy prescriptions, realists have been preoccupied with causal theorizing about the timeless “is” and “was” of external conduct; about the primacy of “state necessity” over moral obligation. Where traditional liberalism conceives of politics in terms of ideas, history as progress, universal ethics, and the voice of reason, classical realism views the political process as a succession of phenomena governed by mechanical laws of causation. Nowhere is this scientific, moral relativist conception of history and international relations more apparent than in E. H. Carr’s three tenets of realism: (1) the course of history can be understood as a cause-and-effect sequence; (2) theory does not create practice, but practice theory; and (3) politics are not a function of ethics; morality is the product of power.9 Carr might have added two more realist foundations: (4) humankind’s “tribal nature” ineluctably leads to group conflict and competition; and so (5) humankind cannot transcend conflict through the progressive power of reason to discover a science of peace.10
This contrast between, on the one hand, realism’s cyclical and generally pessimistic view of history and its emphasis on the imperative of raison d’état and, on the other, traditional liberalism’s conviction that ideas shape history, that history is progress, and that states are relatively free to make ethical and moral choices stems partly from geography: the great Continental realist thinkers experienced constant insecurity and war, while their liberal counterparts in the English-speaking world enjoyed insular security.11 This has led to the common, but I believe incorrect, view that political realism best explains state behavior when security is scarce, conquest pays, and global economic growth is stagnant or declining; conversely, the liberal paradigm works best under conditions of global economic prosperity and interdependence, which both drive up the costs and reduce the benefits of wars fought for territorial expansion. Thus, James Goldgeier and Michael McFaul assert: “In the core, economic interdependence, political democracy, and nuclear weapons lessen the security dilemma; the major powers have no pressures for expansion. The result is a relationship consistent with a liberal model of international politics.”12
In this chapter, I argue precisely the opposite: because positional goods are subject to absolute limitations in supply, economic growth and prosperity, far from ameliorating intergroup conflict, tend to exacerbate it.13 Specifically, growth creates social scarcity either indirectly through congestion and crowding out or directly by decreasing the satisfaction one derives from scarcity itself (e.g., it is more difficult to find status symbols, to stay in front, or to be a snob). These dynamics, in turn, intensify positional competition. Simply put, as societies grow more affluent, everyone must run faster simply to stay in place and to “keep up with the Joneses.” The is also true for states in the international system in times of rapid global growth and expansion. Neorealists call this keeping up with the Joneses behavior “the sameness effect,” whereby states imitate the successful practices of their rivals or risk falling behind.14 More generally, realists from Thucydides to Robert Gilpin have viewed uneven rates of economic growth, which continually redistribute power in the system and thereby undermine the international status quo, as a primary cause of interstate conflict and competition.15
Given the logic of positional competition under conditions of scarcity and the law of uneven growth of power among states, even status-quo states, those satisfied with the existing international order, and their place in that order, must be concerned about relative gains and losses simply to preserve their current relative-power position and, by extension, their level of security, prestige, and influence in the system. The key point is: even when security is plentiful and there is no aggressor on the horizon, rapid growth will intensify a relative-gains orientation among essentially satisfied states, and so the realist perspective will continue to offer the best explanations of international politics.

 

The Liberal Challenge
Inasmuch as liberal thought tends to flourish in times of peace and prosperity, however, we should soon see the demise of realism’s appeal as the dominant perspective in international politics, particularly as a theory of foreign relations among the developed countries. Leading the anti-realism attack, Richard Ned Lebow bluntly asserts:

Today, structural realism is largely discredited, and traditional realism is on the defensive. The peaceful end to the Cold War and the ensuing transformation from a world dominated by two superpowers to a more complex and diverse international order stand in sharp contrast to the predictions of most realists. Many scholars find extraordinarily pessimistic realism’s insistence that, in conditions of anarchy, states can never create enduring cooperative relations. They believe that it is directly contradicted by the achievements of the European Union and the dense network of political and economic arrangements with North America and the Pacific Rim.16
This was also the theme of Charles Kegley’s presidential address to the International Studies Association in 1993: “[A]s the Cold War has ended, the emergent conditions in this ‘defining moment’ transcend the realpolitik that has dominated discussion of international affairs for the past five decades and invite a reconstructed paradigm, perhaps one inspired by the idealist ideas associated with the Wilsonian vision.”17 Kegley advocates reconstructing or abandoning realism because, in contrast with “the conflict-ridden fifty-year system between 1939 and 1989 when lust for power, appetite for imperial expansion, struggle for hegemony, a superpower arms race, and obsession with national security were in strong evidence,” the post-Cold War system finds, among other things, “the economic underpinnings of world politics . . .receiving increasing emphasis,” which “conforms to Wilson’s vision, not to realpolitik.”18
Realists are far less sanguine about the future of world politics: free of the common Soviet threat, the winning Western alliance will break apart; former friends will become rivals; and concern over relative shifts in power will intensify. Liberal predictions of a harmonious, borderless world,19 they claim, confuse causes with their consequences. The rise of economic interdependence, international institutions, and democratic values did not cause international cooperation nor did they end the Cold War; they were the effects of strategic bipolarity, nuclear deterrence, and American hegemony in the capitalist alliance. The question remains, however: Is realism still a useful perspective for explaining contemporary world politics?

I believe that it is, but realists must reconsider their theories in the context of the current international climate. This can be done without abandoning realism’s core principles, but by recapturing the theory’s traditional paradigmatic axioms, which have been sacrificed over the past several decades in a futile endeavor to construct an ultra-parsimonious but still useful theory. The problem of realism’s perceived limitations was exacerbated when Waltz and subsequent structural realists jettisoned the theory’s traditional concern for power as influence and began focusing solely on international security and stability. This switch made the theory somewhat logically inconsistent and apolitical; in so doing, it needlessly exposed realism to various assaults that could not have been leveled against the theory in its more traditional form. To remedy these theoretical problems and to remain relevant, realism must reemphasize competition for scarce resources and primacy in goods that are inherently positional (e.g., prestige, leadership, or market share). Such competition has been and will remain the driving force of international politics.

The rest of this chapter unfolds as follows: the first section lays out the basic argument that, according to classical realism, positional competition and scarcity rather than security are the root causes of conflict. The second section addresses two questions: Is structural realism still relevant? What is the polarity of the current system? Concluding that the concept of polarity no longer captures the essential nature of today’s system, the third section offers stratification and status as an alternative way of conceptualizing the more variegated positional aspects of international structure. The fourth section articulates the relationship between positional goods and social and physical scarcity. The fifth section extends the prior analysis to explain how growth causes positional competition and conflict. Finally, I argue that realism can remain a relevant and useful theory of international relations and foreign policy by returning to its traditional concerns—that is, by emphasizing scarcity and the struggle for primacy as the root causes of ethnic and international conflict, and recognizing that states seek, in addition to security, to enhance their political influence and autonomy.

 

Hobbes’s Three Causes of Conflict Under Anarchy
For structural (or neo-) realists, anarchy and its consequences are the timeless factors defining the study of international relations. Operating in a competitive, self-help realm, states, according to Waltz, “cannot let power, a possibly useful means, become the end they pursue. The goal the system encourages them to seek is security. Increased power may or may not serve that end. . . .The first concern of states is not to maximize power but to maintain their position in the system.”20 Positing security as the highest end of states, Waltz maintains that great powers balance against, rather than bandwagon with, the most likely winner in a competition for leadership: “Nobody wants anyone else to win; none of the great powers wants one of their number to emerge as leader.”21 The compelling impact of external structural forces—beyond the control of individual leaders—“stimulates states to behave in ways that tend toward the creation of balances of power.”22 In addition to the prevalence of balancing over bandwagoning behavior, neorealists claim that structural constraints explain the abovementioned “sameness effect”: states either imitate the successful practices of their competitors or they fall by the wayside.23
In balancing behavior and the sameness effect, the essential point is that, for neorealists, the competition for leadership is framed in terms of self-preservation, namely, states fear “being dominated or even destroyed by others.”24 As a result, neorealists are relatively silent about other important state goals, such as “tranquility, profit, and power,” which Waltz views as secondary interests that can only be safely sought “if survival is assured.”25 Recognizing that survival is indeed, as Waltz claims, the sine qua non for the pursuit of other goals, the question arises: “When survival is assured, what does neorealism explain?”

Likening international politics to a Hobbesian state of nature, structural realists usually explain conflict in tragic terms: even when all states seek nothing more than survival, they may be continually disposed to fighting one another as a result of their craving for security. This security-based interpretation of Hobbes, however, is misleading. True, Hobbes claimed that, “even if a majority of men were seeking only security” [by implication, a considerable number still desire power for gain and prestige], they too, being unable to distinguish the “wicked” from the “righteous, would have to use “force and wiles,” suspecting all others of aggressive motives. But, for Hobbes, distrust is not the only, or even the primary, reason for conflict:

All men in the state of nature have a desire and will to hurt, but not preceeding from the same cause, neither equally to be condemned. . . .So that in the nature of man, we find three principal causes of quarrel. First, competition; secondly, diffidence; thirdly, glory. The first maketh men invade for gain; the second, for safety; and the third for reputation.26
Similarly, Thucydides explains Athenian imperialism not in terms of security and fear, that is, as a response to anarchy and the security dilemma (which was the motivation for Sparta’s initiation of the war), but rather in terms of the natural human desire for profit and glory.27 Noting this, Steven Forde concludes: “Honor, and profit (i.e., self-interest understood as aggrandizement rather than bare preservation) are necessary to account for [Athenian expansionism]. And these are impulses rooted in human nature, independent of the structural imperatives of international politics.”28
Of the three human motivations causing conflict, Hobbes claimed that “the most frequent reason why men desire to hurt each other” is not security or glory but rather “that many men at the same time have an appetite to the same thing; which yet very often they can neither enjoy in common, nor yet divide it; whence it follows that the strongest must have it, and who is strongest must be decided by the sword.”29 Likewise, the modern-day father of realism, Hans Morgenthau, viewed struggle and competition among individuals as inevitable, since: “What one wants for himself, the other already possesses or wants, too.”30
Of course, security may, at times, be a scarce resource, particularly when strong, predatory states use their power to make others feel less secure; and power, when it is not recklessly pursued, tends to promote the goal of self-preservation. But security can be commonly enjoyed; and indeed it is most robust when it is universally shared. Among security-seekers, there is no conflict between individual and aggregate benefits. Everyone is made more secure by installing sturdy locks on their doors. Individual benefits of this type add up—the sum of individual actions taken together is positive. This is precisely what is not true for positional goods. What each of us can attain, all cannot. Most individuals, for example, want to occupy “upper echelon jobs;” but if everyone advances, no one does. The value of a college degree as a means to a superior job declines as more people achieve that level of education. If everyone stands on tiptoe, no one sees better.31 Likewise, the desire for political power and influence, as Morgenthau suggests, is positional in nature and may be limitless in scope:

[T]he desire for power is closely related to [selfishness] but is not identical with it. For the typical goals of selfishness, such as food, shelter, security . . .have an objective relation to the vital needs of the individual[.] . . .The desire for power, on the other hand, concerns itself not with the individual’s survival but with his position among his fellows once his survival has been secured. Consequently, the selfishness of man has limits; his will to power has none. For while man’s vital needs are capable of satisfaction, his lust for power would be satisfied only if the last man became an object of his domination, there being nobody above or beside him, that is, if he became like God.32
Driven by a natural, animal-like instinct to acquire power—an animus dominandi—and compelled by his environment to compete for scarce resources, “[m]an cannot hope to be good but must be content with being not too evil.”33
Neorealists would, no doubt, charge that my claim that security is a positive-sum good overlooks the crucial role of uncertainty and incomplete information in explaining state behavior under anarchy; that I am too confident in the ability of status-quo states to recognize one another’s benign intentions. In response, I do not deny that anarchy creates uncertainty, particularly, as Waltz suggests, under multipolarity. For example, Chamberlain and others misperceived Hitler as a “normal” German statesman with legitimate and limited pan-German revisionist goals; Stalin refused to believe that Germany would attack the Soviet Union in 1941; and the Kaiser believed that Germany was being encircled. These well-known cases of misperception, however, all involved a true aggressor state. To disprove the claim that, among status-quo states, security is a positive-sum game and therefore relatively easy to achieve, one has to show examples of wars that resulted from uncertainty when all states sought nothing more than security.

To be sure, uncertainty matters under anarchy, but it is not fatal and does not lead to war in the absence of a true aggressor.34 Uncertainty may explain why a war unfolded the way it did, or why an aggressor went undeterred or underbalanced, but it alone cannot explain the outbreak of war. And indeed, the empirical record strongly supports this position. As Dan Reiter has recently shown, the powder-keg explanation of war is more myth than reality: he finds “only three examples of preemption among the 67 interstate wars between 1816 and 1980,” and in each of these three cases, “non-preemptive motivations for war were also present.”35 In Man, the State, and War, Waltz, too, argued that, in a world consisting only of security-seekers, there would be no balancing and military competition: “If all states wanted simply to survive, then none would need to maintain military forces for use in either defensive or offensive action.”36 But even in such a world, and we may have entered one, primacy and the power to influence others still matter; for as long as there is politics, there will be a struggle over who gets what, when, and how.37 As Samuel Huntington suggests: “If power and primacy did not matter, political scientists would have to look for other work.”38
In summary, realism has traditionally emphasized scarcity over security as the primary cause of conflict under anarchy. As long as things commonly desired cannot be commonly enjoyed, whether prestige, leadership, status, market shares, investment opportunities, control over others or the environment, states will struggle to maintain and extend their power and influence and international politics will be consistent with the realist perspective. Nicholas Spykman’s words, written more than fifty years ago, still ring true: “Strife is one of the basic aspects of life and, as such, an element of all relations between individuals, groups, and states. A world without struggle would be a world in which life had ceased to exist”39
 

Is Structural Realism Still Relevant?
While all this appears to be common sense and substantially sound, many contemporary observers claim that political realism no longer explains great power behavior. The nuclear revolution, the spread of democracy, and the end of the Cold War, among other factors, they claim, have fundamentally changed relations among the developed countries.40 For Waltzian structural realists, the most ominous development is the emergence of unipolarity. To the faithful, of course, this is but a passing phase: new great powers will quickly emerge because states balance against threatening accumulations of power, regardless of the hegemon’s intentions.41 The recurrent formation of balances of power is crucial to Waltz’s theory and, to a lesser extent, to traditional realism. If this is called in question, the theory’s predictions will be off the mark, and its prescriptions (e.g., in support of managed nuclear proliferation)42 may prove disastrous. For structural realists, the question arises as to whether there is a balance of power at the core. If so, how and in what areas are the great powers balancing each other? Is global polarity—the theory’s lone causal variable—still a useful concept? If not, can the theory’s deductions about polarity’s effects on system stability and state behavior be usefully applied to regional subsystems instead?

What Is the Polarity of the System?
At first glance, the problem of determining the polarity of the current international system seems as easy as subtracting one from two: when one of two superpowers collapses, the system goes from bipolarity to unipolarity. Unfortunately, the problem is not that simple. While the United States has gained relative to the former Soviet Union, as has everyone else, it has lost ground since the 1950s vis-à-vis its allies, especially Germany and Japan. America remains the most formidable military power in the world, but its relative strength has declined in other areas, such as monetary reserves, trade, and technology.43 As a result, the distribution of power is both more unipolar and less concentrated than it was at the height of the Cold War; it is, in the words of Stephen Krasner, “at the same time, both flatter and more single peaked.”44 Moreover, in the absence of a discernible, “unified” security threat, America as a unipolar power may paradoxically exert less global political influence than it did under bipolarity.45 Indeed, the effects of international structure may be far less important today than in the past, such that unipolarity now coexists with regional multipolarity. To account for these somewhat contradictory trends, Samuel Huntington coined the term “uni-multipolarity” to describe the system’s structure, and several security experts have adopted this view.46 

Alas, there is no orthodoxy regarding the polarity of the current system: descriptions of the system’s structure run the gamut, from unipolarity to multi-multipolarity. This is nothing new. In 1975, Joseph Nogee observed: “Some of the terms used to designate the current international structure are: bimodel, bipolar, loose bipolar, very loose bipolar, tight bipolar, bi-multipolar, bipolycentric, complex conglomerate, détente system, diffuse bloc, discontinuity model, hetero-symmetrical bipolarity, multipolar, multihierarchical, multibloc, pentapolar, polycentric, oligopolistic, tripolar, and three tiered multidimensional system within a bipolar setting.”47 Two things are clear: the confusion surrounding the concept of polarity predates the current era and this problem will persist until scholars form a consensus on the question: What distinguishes a pole from other actors in the system?

Some analysts identify polar status with economic capabilities, usually gross national product (GNP).48 Measured by GNP, the structure of the present system is tripolar, with the United States as the strongest pole and Japan and Germany (or a German-led European Community) as lesser poles.49 Thus, President Clinton, at the Tokyo summit in July 1993, spoke of “a tripolar world, driven by the Americas, by Europe, and by Asia.”50 Adherents of the tripolar view predict the emergence of regional trading blocs, each headed by one of the Big Three capitalist states. In this vein, the Japanese Foreign Minister Yohei Kono suggested in January 1995 that “[t]here is a growing view that we have entered an era when nations pit their economic interests and those of their region in competition against one another”;51 and Jacques Attali, in his Lignes d’Horizon, predicted that the United States will ally with Japan against a European bloc that will eventually include Russia.52
Others studies rely exclusively on military power to determine polar status. Members of this school disagree, however, over what capabilities should be counted and precisely how much military power is required to qualify for polar status. John Mearsheimer, for example, claims that a polar power is one that has “a reasonable prospect of defending itself against the leading state in the system by its own efforts.”53 Using this definition, the current system remains bipolar, since Russia, though shorn of two layers of empire, can still reasonably expect to defend itself against an American attack. Indeed, by this definition, China might also qualify as a pole. Others in this school equate polarity in the nuclear age with nuclear power; still others with superpower status, and superpower status with possession of a second-strike capability. Among the former, the international structure is pentapolar (India claims not to possess nuclear weapons); the latter would identify the current system as still bipolar.

Yet another school defines polarity in ideational or attitudinal terms. In Action and Reaction in World Politics, for example, Richard Rosecrance emphasized the ideological bases of polarity. This led him to categorize the 1822–1848 period as a bipolar split between liberalism and conservatism; the 1918–1945 system as a bipolar struggle between fascism and democracy (why not tripolar with the inclusion of communism?); and the 1945–1960 period as a tripolar contest among communist, Western, and neutralist forces.54 If ideational divisions are used to measure polarity, then the current system could be described as either unipolar, bipolar, or multipolar. According to Fukuyama’s “end of history” argument, which posits the triumph of liberal-democratic ideology, the world is unipolar.55 By contrast, those who see, in Kishore Mahbubani’s phrase, “the West against the Rest” as the main axis of world politics in the future would characterize the current system as bipolar.56 While those who share Samuel Huntington’s vision of a coming “clash of civilizations” predict a multipolar struggle among Western, Buddhist, Confucian, Japanese, Slavic-Orthodox, Latin American, Hindu, and Islamic cultures.57
One possible way to gain a consensus on system structure is to combine the various elements commonly viewed as important bases of power. In fact, those most actively engaged in the measurement of polarity and state power, as opposed to the vast majority who simply proclaim the system’s structure, overwhelmingly agree that states should be ranked according to how they score on several dimensions of power capabilities. Studies of this type usually include three general categories of capability measures: population and territory or critical mass, economic strength, and military capabilities.58 Using this multidimensional measure of polarity, the current international system is unipolar because, while some states possess formidable economic power (Japan and Germany), others, great military power and critical mass (Russia and China), only the United States possesses imposing strength on all three dimensions of power.

The problem with this method of measuring polarity, however, is that it was designed to measure conventional war-fighting capability among states: critical mass is a measure of staying power; the economic indicators are proxy measures for war potential; and the military indicators measure the balance of forces-in-being. In estimating the relative war-fighting capability of nations, it is reasonable to assume, as this method does, that different types of resources are linked in a meaningful way. But if power is conceptualized as political influence, this type of calculus is often misleading, especially when economic, military, and diplomatic resources are not integrally related—when a state can achieve military power without economic power, or economic and political power without military power, and so on.

For the sake of argument, however, let us assume that neorealists are correct in describing the present system as unipolar. Since, by definition, great power balancing cannot occur in such a system, unipolarity poses a serious problem for neorealist theory: it eliminates the central dynamic—recurrent balances of power at the center of international politics—that Waltzian realism purports to explain. In the current unipolar system, the only states with any hope of pooling their resources to balance the United States are secondary powers: Britain, France, Germany, Russia, Japan, and China. But Waltz’s theory only covers the great powers, not eligible ones, and so it has nothing directly to say about secondary states balancing against a pole. Moreover, contrary to Layne’s assertion of prior unipolar moments in history that drove eligible states to become polar powers, a central point of Waltz’s theory is that the system’s polarity has changed only once, moving from multipolarity to bipolarity after 1945. Worse still for neorealists, there is no hint of military rivalry between the United States and the other potential great powers, with the possible exception of China—and even this seems unlikely given the prevailing view among Chinese strategists that China “cannot counterbalance US power but should try to improve relations with it.”59
Even if, as Layne and Krauthammer claim, unipolarity is only a geopolitical interlude that will soon give way to multipolarity, it is unlikely that security vis-à-vis the United States will be the driving force behind the predicted structural change. The advent of the nuclear revolution has dramatically increased the costs of war, while economic interdependence has lowered the possible gains from territorial conquest. Moreover, the two most eligible candidates for polar status, Japan and Germany, share America’s liberal democratic values. In contrast with the recent past, today’s generation sees peace rather than war as the natural state of affairs among the developed countries. The current industrialized powers simply do not feel threatened by each other. Indeed, the Cold War ended peacefully precisely because the Soviet Union did not face the same incentives to use force as did past declining states: armed with an overwhelming nuclear deterrent, Gorbachev could safely relinquish two layers of empire.60 The collapsing Soviet regime hardly feared a predatory response from the triumphant rival superpower or the newly created German hegemon in Europe; instead, it expected huge amounts of American and German aid. In short, with regard to great power security, the present does not appear to resemble the past.61 This is not to suggest that great power war is impossible. Indeed, the situation could change dramatically if either Vladimir Zhirinovksky or General Aleksandr Lebed, both nationalists, or Gennadi Zyuganov, a Communist, came to power in Russia. But no matter who is running the country, it is unlikely that Russia will be able to reclaim its superpower status.

If a global view of polarity is no longer useful, one way to salvage structural realism might be to apply it to regional subsystems, in which a group of states interact mainly with one another. Several recent realist works have explicitly adopted this regional perspective: John Mearsheimer employs structural-realist logic to forecast the future of the new multipolar Europe; Aaron Friedberg and Richard Betts work within a more traditional realist framework to generate predictions on the future of Asia under multipolarity.62 The term “multi-multipolarity,” coined by Friedberg,63 implies that the distribution of capabilities at the regional level is now driving state behavior, particularly with respect to military competition, more than the global balance of power. Why should this be so?

The term “system” means a set of elements so interrelated as to form a whole. At its birth, the modern state system consisted solely of the contiguous cluster of European states, and so its “systemness” could scarcely be questioned. When, in the aftermath of World War I, extra-European great powers emerged, the battle among three universalist ideologies—fascism, communism, and liberal capitalism—connected the globe in such a way that it still made sense to talk of an international system. The end of the Cold War has, at least temporarily, eliminated global military competition, and so security has become more of a regional issue. Only the United States has the capability to engage in balancing behavior on a global scale, but against whom? Fantasies aside, the United States is too weak to impose a Pax Americana on the world and too powerful to return to the womb.64 The only realistic options available are to assume the role of an offshore balancer à la nineteenth-century Britain or try to become the center of a global system of alliances à la Bismarck’s Germany.65 In either event, the polarity of the present international system will prove to be less important in determining the behavior of states than it was in past systems. Lacking a global military competition, the current system may be described as a chandelier-type structure composed of loosely coupled, regional constellations. In this view, the structure of international politics is now “subsystem dominant,” in that the behaviors of regional subsystems determine the properties exhibited by the larger global system of which they are a part.66
Yet, this regional formulation, too, suffers from a military, brute-force bias, which appears far less relevant for characterizing relations among today’s developed powers than it has in the past. With no aspirant to forceful global domination on the horizon, we seem to have entered a period of world politics when all of the most powerful states are “freed of critical threats to their physical security.”67 As security issues have receded in importance, other issues of great power competition (e.g., for political influence within regions and institutions, technological leadership and global market share of home-based firms) have risen to prominence. The point is that the concept of polarity assumes that a single faultline can be constructed for the purpose of distinguishing one class of states from another; that one and only one important hierarchy exists in the international system. This has never been the case, and it is even less so today. If we relax this assumption, status and prestige in the international system more resemble the highly variegated nature of stratification in most domestic societies. Let us, therefore, consider yet another way to conceptualize the structure of the present global system: as a system of diverse stratification in terms of the types of prestige and status, over which the great powers compete and define their identities.

 

System Stratification: The Hierarchy of Prestige and Status
Just as individuals in domestic societies are stratified into privileged and underprivileged groups, states in international systems are hierarchically arranged by status or prestige. Stratification in both domestic and international systems can be measured along two dimensions: degree (amount of inequality) and type (measures of inequality or the means of status). In terms of the degree of stratification, the inequality of nations is, in many ways, far greater than it is among individuals in domestic society. As Robert Tucker observes: “In their physical extent, population, natural resources, and geographic position, states are, as it were, born unequal; so much so, indeed, that by comparison the natural inequalities among individuals appear almost marginal.”68 The international system is oligarchical (or hierarchic) precisely because it is an anarchic one, wherein might makes right and differences in power and wealth serve to perpetuate inequality rather than alleviate it.69 Polarity is one way to capture this inequality in power and status, but there are others. David Strang, for instance, defines status in terms of recognition by members of the Western state society; this formulation yields three statuses: sovereign, dependent, and unrecognized.70
As for the types of stratification in domestic and international systems, status has been defined and won by many different means throughout the ages. Sociologists commonly recognize that status in domestic societies is achieved in various ways (e.g., birth, class, commerce, authority, education) and that the criteria of status changes over time and across societies, (e.g., the amount of land owned, the number of cattle owned, the number of slaves owned, occupation, wealth, or the reputation of schools attended). Less appreciated by international relations theorists is that status in the international system also varies across time and space.71 To gain recognition as top dog, states have engaged in all sorts of competitions: competitive acquisitions of sacred relics in Ancient Greece, competitive palace-building in the eighteenth century, competitive colonialism and railway building in the nineteenth, and competitive space programs in the twentieth.72
Military success has always been the chief mark of status and prestige. Thus, following R. G. Hawtrey, Robert Gilpin defines prestige as the reputation for power, that is, other countries’ subjective calculation of a state’s military strength and its willingness to exercise its power.73 Prestige is the everyday currency of international relations that decides all diplomatic conflicts short of war. For Gilpin especially, the hierarchy of prestige is a “sticky” social construct that most accurately represents the actual power distribution among the great powers after a hegemonic war, when the system is said to be in equilibrium.74
In most historical eras, however, prestige and status have not been derived from military strength alone. In the ancient Chinese multistate system (771–680 B.C.), for instance, the position of a state in the hierarchy was determined by both its military power and the rank of its ruler: duke, marquis, earl, viscount, or baron.75 In the Greek city-state system (600–338 B.C.), the preeminent status of Sparta and Athens was partly a result of their acknowledged leadership of the oligarchic and democratic forces. Similarly, the prestige of the Soviet Union and the United States during the Cold War partially derived from their leadership of the two rival ideological camps.

In contrast, status and prestige in Europe from the fourteenth to the sixteenth centuries depended above all on dynastic glory, which was variously measured by the amount of territory and population ruled, the extravagance of royal display, the size of palaces and style of entertainment, and the dynasty’s success in arms, in securing order and centralizing power, and, especially, in the marriage stakes. Indeed, the dynastic principle, by conferring status according to the whims of the marriage market, engendered a highly unstable class structure, in which the meekest of states could suddenly attain an exalted status.

From 1559 to 1598, Europe divided along religious lines between Protestants (Calvinists) and Catholics; Geneva and Rome; the reformation and the counter-reformation. In this Manichean world of believers and heretics, the prestige of Spain and Sweden rested not only on their military power (and depended heavily on it) but also on their reputations as the most zealous champions of their respective faiths. To conceive of international hierarchy during these times simply in terms of state power would be to ignore the depth of confessional strife that had virtually halted normal diplomatic discourse and snapped the traditional links among states. In J. H. Elliott’s words, “those who fought in the Protestant ranks all subscribed . . .to a common vision of the world. It was a world in which the Christian was engaged in ceaseless struggle against the power of Satan; in which the pope himself—the child of Satan—was the anti-Christ, and his works were the works of idolatry, of darkness and superstition. The forces of darkness wrestled with the forces of light.”76 In this new system of stratification, respect was increasingly accorded not to the dynasty but to the regime, and the conventional stratification along the lines of size and power was supplemented by a new classification in terms of religion.77
After the Peace of Westphalia, the concept of sovereign widened beyond that of the ruler to include the state. Rulers no longer simply subordinated the nation to their own power; they attempted to advance the glory of the state, whose greatness they personified. This led to a perpetual competition for glory among sovereigns and their states that manifested itself in a series of diplomatic disputes over status, for example, the precedence to be accorded to ambassadors; frequent armed clashes at sea over the demands of one fleet for a naval salute from another; at least two wars, the Anglo-Dutch War and the War of Jenkin’s Ear; and new territorial ambitions, which every ruler in Europe harbored.78
In addition to diplomatic and territorial ambitions, status and pride became increasingly associated with a society’s culture and civilization, and prestige was conferred accordingly:

France won status as much through her artistic achievements, her great writers and thinkers, and the finery of her court and palaces, as through military conquests. The political system and political philosophers of Britain won her as much prestige as her overseas possessions. The governmental and cultural reforms of Peter the Great and Catherine, as much as their military successes, won Russia’s acceptance as a member of the European family. Prussian administrative advances added almost as greatly to her reputation and success as the conquest of territory. Conversely, Spain sank almost as much because of the decline in her cultural achievement as of her military power. Turkey, even though she remained a significant military power, was not a member of European society in the eyes of most contemporaries because she lacked the marks of “civilization.”79
In the succeeding age of nationalism (1789–1914), the superior status of five powers—Britain, Russia, Austria, Prussia, and later France—was codified in the Treaty of Chaumont of 1814, which established the Concert of Europe. The Concert system was designed as a great power club that exercised tutelage over the rest of Europe, for, it was believed, “only the great powers possessed the resources, the prestige, and the vision to contend with the transcendent concerns of peace and war, of stability and disorder.”80 In this way, “concert diplomacy actively cultivated the conception of the great powers as a unique and special peer group.”81 The concept of prestige had as much to do with the Concert’s downfall as with its birth: because the Concert’s decisions were voluntary, unanimity rather than majority rule prevailed, and so issues “that entailed a possible challenge to the interests or an affront to the prestige of a great power could not be feasibly discussed or resolved.”82 As a result, many of the most urgent problems did not receive attention or treatment, and the system eventually collapsed.

By the late nineteenth century, possession of colonies became the mark of status and a source of both pride and envy. France’s decision to occupy Tunisia in 1881, for instance, was motivated less by the material interests at stake than by a sense of injured national self-esteem and the belief that failure to take action would result in insufferable humiliation. “Europe is watching us, is making up its mind whether we amount to anything or not; a single act of firmness, of will and determination . . .and we shall regain our rightful place in the eyes of other nations; but one more proof of our weakness, and we shall end up by letting ourselves sink to the level of Spain.”83 Similarly, France’s determination to force Britain to abandon its unilateral occupation of Egypt, climaxing in the Fashoda crisis of 1898, was driven more by injured self-esteem and prestige considerations than by the “Mediterranean balance.”

France was by no means the only power that viewed colonies as a source of prestige. Nations that had grown to power too late to hold a colonial share commensurate with their actual power, such as Germany, Japan, and Italy, “felt deprived and aggrieved, and so sought to make up for lost ground. Germany’s call for a place in the sun was a demand for prestige, rather than the territory or resources, derived from colonialism.”84
From the end of World War I to the end of the Cold War, ideology once again emerged as an important source of international status and prestige. In the period between the world wars, the great powers were divided into three ideological camps: fascism, communism, and liberal democracy. Other faultlines existed depending on one’s perspective. States dissatisfied with the Versailles settlement saw a world divided between “haves” and “have-nots”; satisfied countries saw it divided between “peace-loving” and “bandit” nations. However one drew the lines, ideology played an important role in determining how states chose sides, particularly at the outset of the war.

During the Cold War, status was gained in various ways: the United States became the unquestioned leader of the “West,” while the Soviets and Chinese competed for leadership of the Communist International. In response, Nehru’s India, Tito’s Yugoslavia, Sukarno’s Indonesia, and Nasser’s Egypt achieved status as co-leaders of the nonaligned movement to promote a third path between capitalism and communism. Egypt’s stature was further enhanced when Nasser—having successfully defied Britain and France in 1956, and having thwarted Iraq’s bid for regional hegemony in 1957—emerged as the leading apostle of Pan-Arabism. Since Nasser, Egypt’s status has been defined by its involvement in the Arab-Israeli peace process. In contrast, revolutionary Iran has established its credentials among Muslim fundamentalists throughout the world by asserting Islamic principles and waging war against both Soviet and Western influences. Permanent membership in the United Nations Security Council has also become a source of status and prestige. And, somewhat paradoxically, while the distribution of capabilities in the bipolar system was highly concentrated at the top, the zero-sum nature of the Soviet-American rivalry temporarily elevated the status of many weak states such as Cuba, El Salvador, Nicaragua, Afghanistan, North and South Vietnam, Angola, and Grenada.

Today, many other factors aside from military strength and ideological appeal have become the means of achieving international status and winning respect: political development, technological and scientific achievement, cultural level, environmental responsibility and leadership, market shares of national firms, amount of foreign direct investment, generousness of foreign aid, strength and dominance of the national currency and financial institutions, competitiveness of the global high-tech sector, etc. Status is also being defined more on a regional than a global basis. Germany, Japan, and the United States, for instance, see themselves as “captains” of their respective superblocs, particularly in terms of the regional dominance of their currencies.

Among the present great powers, the rivalry for status is no longer being fought on battlefields for the purpose of establishing a preferred political, religious, or ideological order. These kinds of conflicts have been replaced by a far less dangerous but equally brutal global competition among the developed countries to attract investment, to strengthen the global competitiveness of their national firms and workers in key high-tech sectors,85 and, most noticeably, to assist (by any means necessary) domestic firms competing for a share of the more than one trillion dollars in infrastructure megaprojects (e.g., power plants, airports, and telecommunications systems) in Asia, Latin America, and the Middle East.86 While economic might has supplanted military strength as the primary currency of national power and prestige, trade talks have replaced arms control as the most contentious form of diplomacy, and economic espionage—which aims to obtain high-tech secrets with commercial applications—has replaced military spying as the top priority of intelligence services.87
Status, however, is by no means limited to economic and technological prowess. The majority of German experts and policymakers, for instance, view their country as a model of international “civility” and responsibility in its dedication to multilateral cooperation and peaceful solutions to international conflicts.88 Some go so far as to suggest that Germany should be “aiming at a national policy in the international interest” and that “in this regard the values of peace-maintenance, safeguarding of nature, human rights, and the elimination of poverty have priority.”89 Former foreign minister Hans Genscher writes:

Germany’s power has certainly increased since unification because the country has shed the limitations on its sovereignty and room for maneuver that accompanied the division of Germany. Still, the increased responsibility for our foreign policy is not so much the result of German unification as it is the consequence of the changes in Europe and the world; the understanding of German foreign policy as policy based on responsibility (“Verantwortungspolitick”) rather than policy based on power (“Machpolitik”) has remained unaffected by unification. It is only through the continued adherence to these principles that a European Germany can secure the kind of influence in the future that it had acquired in the years up to 1989.90
To be sure, it is a decidedly anti-realist, “seraphic vision of a Germany diligently exercising its new found responsibilities in pursuit of universal brotherhood.”91 It is consistent, however, with the notion of different types of stratification among states as opposed to a single hierarchical structure—poles and nonpoles.

Germany’s image of itself suggests that prestige need not always be a positional good: if everyone defines prestige differently, it can be commonly enjoyed; actors can feel “good about themselves” without bringing others down in the process. In theory, it is possible to imagine a world in which states create unique roles and images for themselves without harming others’ sense of self. In practice, however, it is extremely unlikely that such a highly specialized world will emerge. As Waltz points out, the pressures and dynamics of a competitive self-help system produce a tendency toward the sameness of competitors.92 Returning to the case of Germany, it seeks respect as the model of a responsible civilian state; but without traditional military and political power to back up that role, it will continue to be a political dwarf, e.g., relying on the United States to clean up the mess it caused in Bosnia.

 

Positional Goods and Social Scarcity
Positional goods “are either (1) scarce in some absolute or socially imposed sense or (2) subject to congestion or crowding through more extensive use.”93 Scarcities, in terms of absolute limitations on consumption opportunities, may arise for three different reasons. First and most familiar is physical scarcity (e.g., Rembrandts, antiques, colonies, or certain raw materials). The causal connection between scarce physical resources and interstate conflict is perhaps the oldest theme in international relations theory, especially among realist works. In this tradition, Gilpin writes: “With the aging of an international system and the expansion of states, the distance between states decreases, thereby causing them increasingly to come into conflict with one another. The once-empty space around the centers of power in the system is appropriated. The exploitable resources begin to be used up, and opportunities for economic growth decline. . . .Interstate relations become more and more a zero-sum game in which one state’s gain is another’s loss.”94 More recently, the environment-qua-security literature finds, to no one’s surprise, “significant causal links between scarcities of renewable resources and violence.”95 

The other two types of scarcity arise not from physical but social limits on the absolute supply of particular goods. “Such social limits exist,” Hirsch notes, “in the sense that an increase in physical availability of these goods or facilities, either in absolute terms or in relation to dimensions such as population or physical space, changes their characteristics in such a way that a given amount of use yields less satisfaction.”96
Satisfaction that derives from scarcity itself is called direct social scarcity. This common phenomenon is rooted in various psychological motivations, such as envy, pride, snobbishness. Another form of social scarcity emerges as a byproduct of consumption. Hirsch calls this phenomenon incidental social scarcity to refer to social limitations that arise among goods valued for their intrinsic qualities independent of the satisfaction or position enjoyed by others that are nonetheless influenced by the consumption or activity of others. The typical manifestation of this type of social scarcity is congestion (or crowding out) in both its physical (traffic, overpopulation) and social (leadership, superior jobs, prestige, title, privilege) forms. An example of incidental social scarcity in global affairs is the increased demand for oil due to the emergence of newly industrialized states; or, more generally, the destruction of the global commons due to overutilization of dwindling resources or the dumping of industrial waste products into common water supplies. Both cases are examples of how growth can produce scarcity and conflict.

 

Growth and Positional Competition and Conflict
This section briefly discusses three generic ways (the Jones effect, relative deprivation, and status inconsistency) that growth heightens positional concerns with respect to ethnic conflict and international economic and military rivalries. The three hypotheses are used to suggest possible explanations for various types of ethnic conflict and international economic and military rivalries.

The Jones Effect
“Status or position,” Martin Shubik observed, “is often more important than wealth or other physical goods.”97 Under positional competition, knowledge of an improvement in B’s welfare often causes A’s welfare to decline. In common parlance, this form of envy, which is especially prevalent in affluent societies, is described by the phrase “keeping up with the Joneses.” Economists refer to this Jones Effect as the “relative income hypothesis”:

Formally this hypothesis states that what matters to a person in a high consumption society is not only his absolute real income, or his command over market goods, but his position in the income structure of society. In an extreme case, the citizen would choose, for example, a 10 per cent increase in his real income provided that the average real income of society remained unchanged rather than a 50 per cent increase in his real income accompanied by a 50 per cent increase in the real income of every one else in society. . . .[I]n its more general form—the view that in the affluent society a person’s relative income also affects his welfare—it is hardly to be controverted. After all, the satisfaction we derive from many objects depends, in varying degrees, both on the extent of their scarcity and on the prestige associated with our ownership of them. . . .[T]his Jones Effect . . .can only grow with the general rise in living standards.98
States, as well as individuals, are susceptible to the Jones Effect. Diplomatic history is replete with examples of conflict and sometimes war driven by envy and snobbishness. The failed Italian campaign in Northern Abyssinia in 1896, for example, was motivated by Crispi’s jealousy of the other powers’ imperial prestige and his determination not to allow Italy to lag too far behind in the race: “We cannot remain inactive and allow other powers to occupy all the unexplored parts of the world.” Reflecting on the Adua disaster, the Marchese di Rudini “confessed that the Italians had . . .simply gone in order to keep up with the expansion of the other powers, ‘in the spirit of imitation, a desire for sport, and for pure snobism.’ ”99 In the eighteenth century, snobbism prevented Turkey, a significant military power deemed uncivilized by the Western powers, from membership in European society. More recently, “Egypt’s initiation of war with Israel in 1973 and Argentina’s occupation of the Falkland Islands in 1982 were both motivated by considerations of prestige,” Aaron Friedberg suggests, “rather than any expectation of direct material benefit.”100 Today, some experts see status-seeking as a partial explanation for the proliferation of indigenous arms industries in the Third World and the bias in favor of modern weaponry: “Advanced weapons—and their capacity to produce them—are coveted not only for their destructive efficiency, but also for their ‘symbolic throw weight.’ ”101
Turning to the international political economy, we see that the main objective of mercantilism is to maximize the state’s wealth relative to that of other states—at the very least, the state must keep up with the Joneses. Viewing the pursuit of wealth as a zero-sum game, mercantilists are more interested in their state’s position within the international pecking order than they are in maximizing the state’s absolute gains from trade. Thus, the German mercantilist P. W. von Hörnigk observed in 1684: “Whether a nation be to-day mighty and rich or not depends not on the abundance or scarcity of its powers or riches, but principally on whether its neighbours possess more or less than it. For power and riches have become a relative matter, dependent on being weaker and poorer than others.”102 National power maximization, according to mercantilists, can be achieved “as well, if not better, by weakening the economic power of other countries instead of strengthening one’s own. If wealth is considered the aim, this is the height of absurdity, but from the point of view of political power it is quite logical. . . .Any attempt at economic advance by one’s own efforts in one country must have appeared pointless, unless it consisted in robbing other countries of part of their possessions. Scarcely any other element in mercantilist philosophy contributed more to the shaping of economic policy, and even of foreign policy as a whole.”103
Using similar logic in 1985, a clear majority (60%) of Americans, most of whom had been free traders during the 1950s and 1960s, when the United States was at the apex of its economic power, supported the idea of limiting imports even if it meant less choice for Americans.104 Five years later, in July 1990, a Wall Street Journal/NBC News poll “found that an overwhelming majority (86%) of Americans would prefer a policy of slower growth in both Japan and the United States, over one in which both grew faster, if the latter meant allowing Japan to take the lead economically.”105 To the horror of mainstream economists, it appears that ordinary citizens tend to agree with the words of the English mercantilist Roger Coke (1675): “[I]f our Treasure were more than our Neighbouring Nations, I did not care whether we had one-fifth part of the Treasure we now have.”106
Today’s mercantilists recognize mutual gains from trade, but they continue to emphasize the distribution of those gains. In a competitive, self-help system, states must be concerned with maintaining and improving their position within the international division of labor or else face the consequences of deindustrialization and a declining standard of living for their citizens. When long-term economic growth is considered, how well or poorly a country performs will significantly affect the lives of its citizens. As Michael Boskin, a Stanford economist, avers: “Modest variations in growth rates compounded over, say, a generation or two, can drastically alter the nature of an economy and a society.”107 In fact, if we “compound real per capita income over two generations in two hypothetical, initially identical economies at 1.5 percent and at 2 percent, respectively,” the “more rapidly growing economy becomes one-third as wealthy as the less rapidly growing economy.”108 The power of compounding growth rates explains how the United States—largely rural in 1850—shortly thereafter became the greatest industrial power in the world, while Great Britain sank to a position of relative economic inferiority even in Europe.

Sometimes, particularly under conditions of anarchy, positional competition à la the Jones Effect is driven not just by snobbism or the need to maintain a positive trade balance or social identity but also, as Grieco maintains, by the fear of being dominated or even destroyed by others.109 As long as sovereign entities exist under anarchy, security concerns will never entirely disappear and military power will continue to buy political influence. While a great-power war currently seems remote, only the most superficial observer would conclude that states’ greed and glory-seeking, their search for prestige, status, and wealth, will always be kept nonviolent.110 Thus, as Josef Joffe declares: “Hard power—men and missiles, guns and ships—still counts. It is the ultimate, because existential, currency of power.”111 Because unequal gains can make even friends more domineering or potentially more powerful rivals, realists claim that international cooperation is difficult to achieve and even harder to maintain.

Fear of domination is also at the root of ethnic group conflict in severely divided societies. The issues center on which group will govern, how resources will be distributed, how the country should be divided. Ethnic groups engaged in these particularly bitter, zero-sum struggles want, above all, to make relative gains at the expense of their rivals and not just to improve their lot in absolute terms. On this crucial point, Donald Horowitz writes:

Group claims are not necessarily equal. Some groups seek domination, not the mere avoidance of it. Some seek to exclude others from the polity altogether, and some seek merely to be included on equal terms. If all groups merely wanted inclusion, distrust and anxiety would still make ethnic conflict serious, but more tractable than it is. What makes it intractable is that claims to political inclusion and exclusion have an area of mutual incompatibility. . . .What is sought is not necessarily some absolute value but a value determined by the extent to which it reduces another group’s share. Demands are often cast in relative terms, and conflict-reducing proposals that involve expanding the pool of goods available to all groups typically have little appeal. Not ‘how many?’ but ‘what fraction?’—that is the key question. . . .Just as relative group worth is at issue, so is relative power. . . .Ethnic conflict is, at bottom, a matter of comparison.112
Precisely because it is a positional competition, ethnic conflict often intensifies, rather than subsides, as the economic pie expands.

Sometimes the question is not simply “who gains more?” but rather “who will dominate whom?” Conflicts of this type are examples of positional conflict par excellence: “Either these conflicts end definitely and abruptly as a result of military action, or they continue in crisis as long as the goal of destruction remains part of the policy of one of the parties.”113 Given the all or nothing nature of these struggles, economic growth, rather than solving the problem, fuels the fighting by replenishing the combatants’ war chests.

Relative Deprivation: The Appetite for Power and Prestige Grows with the Eating
Another way that economic growth exacerbates conflict is by shifting aspiration levels from comparisons of current performance with past experience to comparisons with groups that have greater social, economic, and occupational status. Social psychologists use the concept of relative deprivation to explain this phenomenon. “People who once acquiesced in deprived economic conditions because they could visualize no practical alternative now begin to reassess their prospects and possibilities. . . .They now compare their present conditions and opportunities with those of other groups who are materially better off than they and ask by what right the others should be so privileged. Perversely, then, as their objective conditions improve, they become more dissatisfied because their aspirations outdistance their achievements.”114 For this reason, it is argued, social mobilization, often seen as a benefit of modernization, tends to foster ethnic strife, particularly when the benefits of modernity, such as economic and educational opportunities, are unevenly distributed among ethnic groups:115
People’s aspirations and expectations change as they are mobilized into the modernizing economy and polity. They come to want, and to demand, more—more goods, more recognition, more power. Significantly, too, the orientation of the mobilized to a common set of rewards and paths to rewards means, in effect, that many people come to desire precisely the same things. Men enter into conflict not because they are different but because they are essentially the same. It is by making men ‘more alike,’ in the sense of possessing the same wants, that modernization tends to promote conflict.116 

This same “appetite-for-power-grows-with-the-eating” argument applies to rising states in the international system.117 It is the basic logic behind lateral pressure theory developed by Nazli Choucri and Robert North.118 Their analysis of great power behavior between 1870 and 1914 revealed that “expansionist activities are most likely to be associated with relatively high-capability countries, and to be closely linked with growth in population and advances in technology; and that growth tends to be associated with intense competition among countries for resources and markets, military power, political influence, and prestige.”119 Here, physical and social scarcity arise through crowding out and congestion.

Growth, Status Inconsistency, and Conflict
Status inconsistency as a result of growth is also strongly correlated with both domestic and foreign conflict.120 In the domestic context, this means that the patterns of social mobility in modernizing societies often determine whether growth alleviates or exacerbates ethnic strife. As Jack Goldstone points out: “When social mobility is low and the composition and size of elites are stable, there is generally little conflict. However, when social mobility rises, as new groups acquire skills, gain middle-class and professional positions, while social and political institutions still deny them greater status and full political participation, conflicts generally arise.”121 In Marxist theory, a similar process explains revolutions: the means of economic production outgrow the social and political superstructure (e.g., law and class structure), thereby engendering a contradiction between the forces of production and the relations of production. Applying this logic to international politics, Gilpin argues that hegemonic wars are the result of a disjuncture between the system’s superstructure—its governance, hierarchy of prestige, rules, and division of territory—and the underlying distribution of power. Status inconsistency therefore drives both war and change in the international system.122
Today’s China provides a clear example of rapid economic growth producing dissatisfaction and belligerence over perceived status inconsistency. Lucian Pye observes:

The economic successes of Deng’s reforms should have warmed up relations [with the U.S.], making the Chinese more self-confident and at ease with the outside world, less touchy about slights to their sovereignty or perceived meddling in their internal affairs. However, this success has only generated greater tensions and frustrations. The Chinese take seriously the forecast that they will soon have the world’s largest economy. They therefore feel that they deserve recognition and respect as a superpower-in-waiting. It is not enough that they are already a permanent member of the United Nations Security Council and one of the five nuclear powers. Somehow all of their accomplishments of the last two decades have not produced as dramatic a change in their international status as they had expected or believe is their due.123
It is significant that status-maximizing behavior of this sort is driven more by an opportunity for gain than it is by fear. The correct analogy is not Wolfers’s “house on fire” but rather his lesser-known “race track” analogy: when an opening in the crowd appears in front of a group of people, they rush forward to fill the gap.124 Likewise, a strong country will feel compelled by opportunity to fill a power vacuum. China’s recent military buildup, if motivated by the desire for greater status, may thus not be related to others’ defense spending. If a correlation does exist, it will be in the opposite direction of that predicted by balance-of-power or threat theory: as others spend less, China, seeking to make relative gains and increase its international status, will seize the opportunity to spend more.

In summary, economic growth and social mobility are often a direct cause of conflict and competition. This is because our satisfaction with many objects often “depends upon their publicly recognized scarcity irrespective of their utility to us.”125 Economic growth increases both the demand for and scarcity of such positional goods. Because economic expansion causes aspiration levels to rise and converge, it becomes impossible for most people to achieve their goals of greater prestige and status. As a result, they become more dissatisfied with their condition even though their absolute welfare has improved. Thus, the economist E. J. Mishan pessimistically concludes, “the more truth there is in this relative income hypothesis—and one can hardly deny the increasing emphasis on status and income-position in the affluent society—the more futile as a means of increasing social welfare is the official policy of economic growth.”126
 

Conclusion: Realists Must Reemphasize Power Politics
To the extent that scholars and practitioners have been getting off the realist train at various stops over the past decade or so, this has been more a response to the shortcomings of neorealism than to the explanatory pull of the neoliberal or other alternatives. By sacrificing richness for rigor and replacing power with security as the primary goal of states, structural realists have constructed a theory that caricatures more than it models classical realism. At its core, classical realism is a theory of the state and international competition, and it is written in terms of power politics. It is not, primarily, a theory about how states acquire security or about strictly defense issues. Indeed, the best treatments of realism’s intellectual roots may be found not on its security side (e.g., the literature on balance of power, the security dilemma, or deterrence theory), but rather in its related economic philosophy of mercantilism.127
As truly positional concepts, primacy, prestige, leadership, and status accurately reflect realism’s emphasis on perpetual competition, relative-gains, and real conflicts of interests—not the imagined ones associated with the security dilemma/spiral model of conflict that has become the theory of choice among Waltzian structural realists.128 Many important theories emphasize physical scarcity (e.g., raw materials, colonies, territory)129 and social scarcity (e.g., prestige, influence, global leadership).130 While some fall outside the realist perspective, all of them support the traditional realist notion that the desire for power and influence intensifies as nations become more powerful. In contrast to Waltzian “defensive” realists, traditional realists shared Frederick the Great’s belief that “at all times it was the principle of great states to subjugate all whom they could and to extend their power continuously.”131 Subjugation is perhaps too harsh a word even for the most hard-boiled of today’s realists; but the basic point holds: realism is about power politics. Contemporary realism has been drained of politics; it needs a reinjection.

This can be done by broadening neorealism’s rather narrow assumption of state interest as security-maximization to include autonomy- and influence-maximization to promote the state’s welfare, values, prestige, status, and diplomatic aims. There are tradeoffs among these three perennial foreign policy objectives: alliances may increase the state’s security but decrease its autonomy; power-maximization, if pursued recklessly, may decrease the state’s security and usually risks its autonomy (e.g., Fascist Italy accepted satellite status within the Nazi orbit to enhance its global power and prestige; Hitler’s reckless pursuit of power cost Germany its autonomy); autonomy often comes at the expense of security and sometimes influence in terms of voice opportunities (which France, by sacrificing its monetary autonomy, hopes to gain vis-à-vis Germany within the European Monetary System). Theories of foreign policy should attempt to identify the optimum combination of all three objectives for any given state. At a time when none of the great powers harbors aggressive intent, this is a particularly urgent task for realists, whose current fixation on security leaves their theories with little explanatory and prescriptive power regarding the system’s core states.
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3. The Political Economy of Realism 

Jonathan Kirshner 



What is the political economy of realism? Although there are many examples of realist political economy, there is no clear statement of what core tenets these analyses share. This in turn makes it difficult to identify and assess theories derived from a realist tradition and their shared set of expectations regarding the future. I hope to provide such a baseline in this essay. By building upon basic principles of realist thought, I will specify assumptions and deduce a set of propositions common to realist political economy, and then explore the general consequences of those tenets, and derive a set of more specific expectations.1
The first section looks at assumptions realism shares with other approaches, particularly in the context of the rise of liberalism in the late eighteenth century. Section 2 then considers what distinguishes realism in the light of that common ground. It identifies two core divergences from liberalism—statism and the salience of security concerns—and derives from these divergences a number of consequences. Section 3 shows how these in turn informed realist analyses of political economy during the Cold War; the final section raises specific realist predictions for the contemporary international political economy. Parts three and four both attempt to evaluate the performance of realist approaches. It will be seen that such an evaluation is difficult for the Cold War era because many of the relevant outcomes during that time were overdetermined. In the current period, however, there will be numerous issue areas where realist analyses yield distinct expectations from other approaches, offering promising tests of theories derived from competing traditions in the years to come.

 

I. Wealth and Power in the Post-Liberal Synthesis
In 1776 came the revolution, with the publication of Adam Smith’s The Wealth of Nations. Book IV provided an overview of the theory and practice of mercantilism, and then proceeded to dismantle it with devastating critiques.2 But what was overthrown? For the sake of rhetoric and clarity, Smith simplified mercantilist doctrine and overstated the differences between mercantilism and the liberal alternative he was proposing.3 While this was true for a number of aspects of mercantilist thought, my focus is solely on those aspects of mercantilism and neomercantilism which inform realism.4
In fact, there were important continuities between the classical mercantilists and their liberal challengers. This has been widely recognized. Heckscher saw a fundamental continuity between mercantilism and liberalism as reactions against the political economy of medievalism.5 Most crucially, each school of thought sought to maximize both power and plenty (as evidenced in Smith’s famous support for the navigation acts and subsidies to defense-related industries), and each saw a long-run harmony between those goals.6
Still, liberalism did bring many fundamental changes. With regard to its implications for realism, the consequences of the rise of liberalism included three basic conclusions: First, that wealth derived from productive capacity, not precious metals. Second, that trade was positive sum, not zero sum. Third, following from the first two, that the balance of trade and treasure was of sharply less consequence than previously believed. Each of these changes represented an important departure from mercantilist thought.7
What separates neomercantilists from the classical mercantilists is that the former read and integrated the teachings of Smith and other liberals into their own philosophies. Neomercantilists reconstituted mercantilism in the light of the liberal revolution, but they did so by incorporating, not rejecting, these three themes. Both Alexander Hamilton and Friedrich List, two of the founding fathers of neomercantilism, accepted much of the teachings of Adam Smith. Hamilton places his arguments in the context of “exceptions” to liberalism.8 List is, if anything, even more explicit about the extent to which his proposed interventionist measures must be regarded as exceptional. Regarding trade policy, for example, List places limits on the range of goods eligible for protection and the size of any tariff, and emphasizes the temporary measure of the duration of protectionist measures. Despite his sharp critiques of Smith (more about which below), he argues “notwithstanding, we should by no means deny the great merits of Adam Smith.”9
With the integration of liberal theories of trade, the terms of the debate over this issue shifted to two new issue areas, the composition of trade and the distribution of the gains (see below). But important areas of agreement also emerged in this era. Most crucially, one can observe a set of shared views regarding economics and power. This is captured in List’s statement, “The power of producing wealth is therefore infinitely more important than wealth itself.”10 Such sentiments are not distinguishable from those of more liberal proponents of free trade, who argue similarly that “National power depends in large measure upon economic productivity” and, “military power depends upon economic strength.”11
Thus, despite other divergent views, one result of the liberal revolution was the emergence of a synthesis regarding economics and power. As noted above, liberals and mercantilists shared the view that both power and plenty were crucial and complementary aims of state action.12 Liberals and neomercantilists also share the view that power flows from productive capability and productive capability from economic growth. These are core assumptions upon which realism draws, but they are not uniquely realist positions, and should be considered part of a common foundation shared with liberalism.

Liberal/Realist Synthesis: Economic growth and capacity are the underlying source of power; economic and political goals are complementary in the long run
This simple statement carries with it a great deal. It broadens considerably the number of elements with which states must be concerned if they hope to survive and prosper in the international system. These include industrial capacity, access to raw materials, and assurance of adequate finance. Additionally, economic growth emerges as an important issue for the sustainability of national security.13 However, as noted above, these shared views cannot provide the basis for a distinctly realist political economy. Such a conception emerges only when they are combined with assumptions specific to realism.

 

II. Two Realist Propositions and Their Consequences
What distinguishes realism from other schools of thought, and particularly from liberalism, are two additional propositions, the first regarding war and the second regarding the state.

Proposition 1: States must anticipate the possibility of war.
This proposition is also quite simply stated, but it is a core tenet associated with realism. It is important to stress that the concern for war (and the significance of statism, below) are best conceptualized as dimensions. Realists need not see a constant “state of war,” nor do liberals consider war impossible. Both recognize an international system defined by anarchy in which war is a possible mechanism of resolving disputes and advancing state goals. What distinguishes realists is that they can be placed on that end of a continuum which stresses the likelihood of war, threats of war, and the need for states to shape their policies in the light of this consideration. For E. H. Carr, for example, “Potential war . . .[is] a dominant factor in international politics.”14
Concern for war was an important aspect of mercantilism,15 and the view that war was a salient feature of the international system, and was likely to remain so, is one element that was retained in the neomercantilist reconstitution.16 This is particularly clear in the writings of List, who emphasized the significance of assumptions regarding war in analyses of political economy. “Adam Smith’s Doctrine,” List argued, “presupposes the existence of a state of perpetual peace and of universal union.” But of course, this is not the case. Thus while List recognized the benefits of free trade, he argued that the “influence of war” required states to deviate from some of the policy prescriptions of liberalism.17
Proposition 2: The state is a distinct actor with its own interests
The central role of the state is also crucial for realism. As with the significance of war, views regarding statism are not absolute, but are held to varying degrees. Thus, non realists do not deny the existence of an autonomous state, they simply differ as to the extent and consequence of that autonomy. Realists stress the state as a distinct entity from the sum of particular interests; as an entity with the capability and inclination to pursue its own agenda; and as the principal actor in international relations. Once again, this strand of realist thought can be derived from a mercantilist tradition, one that became an even more important element of the neomercantilist reconstruction.

Statism, particularly in evidence with regard to state building—internal unification and external closure—is fundamental for both classical and neomercantilists. According to Heckscher, “The state stood at the centre of mercantilist endeavours developed historically: the state was both the subject and the object of mercantilist economic policy.” In fact, more than half of Heckscher’s massive study is devoted to the study of “Mercantilism as a Unifying System,” where, among other things, “The aim was the superiority of the state over all other forces within a country.”18
The neomercantilist champion of statism and state building is Schmoller.19 He argued that “What was at stake was the creation of real political economies as unified organisms,” and that state action was required to bring about “a union for external defense, and for internal justice and administration, for currency and credit, for trade interests and economic life.” For Schmoller, mercantilism “in its innermost kernel is nothing but state making.”20 While not all would share this view, the central role of the state, from the perspective of both international and domestic politics, remains a major theme in realist thought.21
Four consequences of the realist propositions
From these three foundations—the synthesis on economics and power, and the two realist assumptions regarding the salience of war and the centrality of the state—it is possible to derive a number of interrelated and complementary consequences which form the basic structure of realist political economy. These consequences are not falsifiable predictions, but rough realist generalizations regarding the behavior of states and the nature of international relations.22
Consequence 1: The State will intervene when the interests of domestic actors diverge from its own.
From the realist view that the state is a distinct actor with its own interests comes the issue of the extent to which these overlap with the sum of the particular interests of actors within the state. Liberals are more likely to see harmony between the interests of the state and the sum of particular interests. There is, of course, variation within the liberal camp on this issue, with some arguing that the existence of externalities creates divergences between private and societal levels of optimal production of various goods, which can be corrected by government intervention. Others see almost no scope for such action.23
Realists, on the other hand, anticipate that divergences of interest will often arise and that the state will intervene when necessary to defend its interests. These divergences can come from a number of sources, given an autonomous state, but are most likely to arise in regard to issues related to security. This is because in a world where war is possible, states are likely to be very sensitive to national security issues, while, due to a collective action dynamic, individual actors within society are likely to be suboptimally concerned with the common defense. Thus, while power and plenty are complementary in the long run, the state will often be willing to sacrifice short- and medium-term economic gains when tradeoffs present themselves.24
This is yet another tradition that survived the transition from classical mercantilism to neomercantilism. Mun was able to distinguish between the interests of the commonwealth, the merchant, and the King, noting for example that there will be patterns of trade by which “the Commonwealth may be enriched . . .when the merchant in his particular shall have no occasion to rejoyce.” Similarly, in other conditions the merchant may prosper, “when nevertheless the commonwealth shall decline and grow poor.” Other mercantilists held similar views on the potential incompatibility of public and private interests.25
List similarly argued that “the interest of individuals and the interest of the commerce of a whole nation are widely different things.” Again, this is particularly likely to be the case when the state, due to its greater sensitivity to security concerns or its tendency to have a longer time horizon than individuals, is more willing to accept short-term economic sacrifices in order to reap greater long run rewards. “The nation,” List argued, “must renounce present advantages with a view to securing future ones.”26 This contrasts with a liberal perspective, from which List’s statism leads “almost insensibly to the concept of the state as an end in itself and the major end of policy, rather than as an instrument for the promotion of individual welfare.”27
Statism, especially with regard to the divergence of individual and national interests, is also often manifested in the state’s search for autonomy. States aim to establish and preserve their independence from three encroachments: those of particular domestic interests, other states, and economic forces.

Given the possibility of war, states will strive for national self-sufficiency, in order to assure the ability to produce the means to fight, as well as to reduce vulnerabilities that would result from the disruption of peacetime patterns of international economic flows. This is an important reason why realists tend to be skeptical of arguments touting the benefits of interdependence. For realists, states are more likely to chafe from the frictions that interdependence will present, rather than being soothed by its multilayered embrace.28 States may also seek to retain a reservoir of resources, or “war chest.” Of course, these actions will direct economic activity along suboptimal paths. Thus complete autarky will rarely be sought—the state will balance its desire for autonomy with its goal of long-run economic growth.29
That states will seek to insulate themselves from vulnerability to other states and international economic forces can be traced to Aristotle, and is a mainstay of realist thought.30 This suggests a reciprocal dynamic: market forces will naturally expand in new directions, which will call forth efforts by states to shape and restrain those flows.31 Krasner has argued that these concerns can be seen most clearly in small, weak states, who feel the brunt of such vulnerabilities most acutely.32 However, this concern is plainly visible in even the largest of states, such as the United States at the present time or Great Britain a century ago, at which time dissenters from British liberalism called attention to England’s dependence on foreign trade and the dangerous extent to which much of its economic livelihood required the maintenance of peace. They supported state action to reduce these vulnerabilities.33
Consequence 2: International political concerns will shape the pattern of economic relations
Another important, related consequence of statism in the context of concerns about war is that states will attempt to shape the pattern of international economic flows to serve their security interests. For realists, politics and the threat of war are crucial determinants of the patterns of economic activity, although these forces are often veiled as behavior becomes routinized.34 Again, in a broad sense, this view is universally held. One recent study documents how the mere existence of the political border between Canada and the United States, nations with extraordinarily few legal barriers to trade, dramatically skews the pattern of economic activity. This serves as a reminder that the very existence of distinct nations is inefficient from an economic perspective, and can be considered “a standing violation of free trade.”35
Realists, however, stress the ubiquity of power concerns and the weight of their consequences. Given the possibility of war, for example, states cannot simply allow the market to dictate that they specialize in a production portfolio which does not provide for the domestic manufacture of goods vital for the provision of national defense.36 When states are faced with threats to their survival, “the subtleties of comparative advantage become a foolish irrelevance.”37
These concerns function not simply through the overt policies designed to shape the direction of trade, but find expression through and are mediated by more structural factors, such as the balance of power and ideology. As Schmoller argued:

Does it not sound to us today like the irony of fate, that the same England, which in 1750–1800 reached the summit of its commercial supremacy by means of tariffs and naval wars, frequently with extraordinary violence, and always with the most tenacious selfishness, that that England at the very same time announced to the world the doctrine that only the egoism of the individual is justified, and never that of states and nations; the doctrine which dreamt of a stateless competition of all the individuals of every land, and of the harmony of the economic interests of all nations?38
This view was shared by British neomercantilists at the turn of the twentieth century, who argued that free trade policies, which had once served the national interest, were no longer appropriate. Free trade, they argued, was the optimal policy for Britain when it had an economic lead over other states. But mercantilist strategies had been crucial in establishing that lead. Free trade subsequently allowed a relatively advanced England to “crush rival industries in every part of the world, by supplying the markets with goods produced on the better and cheaper methods which were only practiced in England.” Neither doctrine was universally appropriate, contrary to the liberal view. Thus, a shift to neomercantilist strategies in Britain was necessary, “to ward off the dangers which threaten her very existence.”39
Political concerns can shape economic relations in a number of ways. One of the most distinctive aspects of the realist vision of states’ search for security is the willingness of states to make economic sacrifices in order to achieve political gains. In this respect realism diverges from liberalism, which tends to emphasize economic ends. It distinguishes realism much more dramatically from other schools of thought, such as neo-Marxism, which holds the opposite view. From the radical perspective, power is used to hold in place a system of international capitalism that enforces economic exploitation: the use of power to accumulate wealth.

As noted above, the realist view reverses this relationship. This process was first described by Hirschman. In his book National Power and the Structure of Foreign Trade40 Hirschman focused on German interwar trading relations. He demonstrated how Germany cultivated a series of asymmetric trading relationships with the small states of southeastern Europe as part of its pre-World War II grand strategy to secure needed raw materials and increase German leverage there. Although inefficient from an economic perspective, redirecting trade to contiguous regions enhanced Germany’s autonomy. Focusing on small states increased Germany’s political leverage there by making exit more costly for others. This asymmetry, plus the relatively sweet deals Germany offered, exerted, as Hirschman noted, “a powerful influence in favor of a ‘friendly’ attitude towards the state to the imports of which they owe their interests.”41
Realists argue these are pervasive characteristics of the international economy: economic relations purposefully shaped along political lines, and the expenditure of wealth in attempts to purchase political influence. These elements have been used by a variety of scholars to explain the pattern of international financial arrangements, commercial policy, monetary relations, and of course, aid, the direct transfer of resources to gain influence.42
Consequence 3: International economic cooperation will be difficult to establish and maintain
The difficulty of international economic cooperation, with regard both to reaching agreements and to maintaining them, is another consequence of the propositions of realism. With economic growth underlying long-run military capability, and given concerns for the possibility of war, states will find it difficult to cooperate. Even with the recognition that mutual gains exist, states must still be concerned with the distribution of those gains, lest potential adversaries become relatively more powerful.43
Helmut Schmidt stated the realist position quite clearly when he observed, “David Ricardo would certainly not like this state of the world economy.” Despite the existence of gains from trade, “What we are witnessing today in the field of international economic relations . . .. is a struggle for the distribution and use of the national product, a struggle for the world product.”44
Once again, an important contribution in this regard stems from the neomercantilist reformation, after the liberal revolution, of the mercantilist concern for interstate rivalry. Neomercantilists such as Hamilton and List did not deny the gains from trade, but rather raised the question of dynamic comparative advantage: whether specialization imposed by international market forces would put a nation on a trajectory of relatively low growth.45 If, at the same time, temporary protection or other measures, which, when removed, would allow for specialization in more attractive products, then free trade would not be the optimal policy in the short run. The gains from trade are not denied—rather, this is a classic case of the state imposing short-term costs on society for greater benefits in the long run. Thus the mercantilist concern for the balance of trade is rehabilitated with the neomercantilist concern for the composition of trade. This is also one way in which realists can be distinguished from crude protectionists, who tend to stress the overall balance.

Hamilton argued that “the United States cannot exchange with Europe on equal terms.” Industry left to itself, will not “naturally find its way to the most useful and profitable employment,” because of the “difficulties incident” in initiating enterprise in the context of “superiority antecedently enjoyed by nations.”46 Worse, states may attempt to manipulate their commercial and domestic economic policies in order to shape the trajectory of comparative advantage. These “bounties, premiums and aids” Hamilton declared to be the “greatest obstacle of all.” State intervention to manipulate comparative advantage has been a perennial concern of realists, and forms the basis of contemporary arguments for strategic trade and industrial policy.47
Even in the absence of concerns for dynamic comparative advantage, realists would still expect cooperation to founder over the distribution of gains in a static setting. Gilpin argues that “the distinction between absolute and relative gains” is “a fundamental difference in emphasis” which distinguishes realism. While this issue has attracted a great deal of attention recently, it too can be traced to the origins of the approach. Writing in German in 1684, P. W. von Hörnigk stated that the wealth and might of a nation depends “principally on whether its neighbors possess more or less of it. For power and riches have become a relative matter.” A decade earlier, the English mercantilist Coke wrote “if our treasure were more than our Neighboring nations, I did not care whether we had one-fifth part of the treasure we now have.”48
In contemporary international relations theory, this issue has received a disproportionate share of attention. While the concern for the distribution of mutual gains (the “relative gains” issue) is significant for realist political economy, what ultimately distinguishes realism is not the pursuit of relative gains, but the motives behind that pursuit: the existence of anarchy and the concern for security, as I shall discuss below. Actors in the absence of anarchy routinely seek relative, not just absolute gains in their interactions. Thus while realists offer a fundamental motivational difference for state behavior, the behavior itself (pursuit of relative gains) is not incompatible with other approaches to political economy.49
While realists expect cooperation to be difficult, there are at the same time exceptions to this rule—exceptions that can also be derived from first principles.50 As discussed above, states attempting to enhance their influence with other states may make overly generous concessions. This is a reversal of the concern for relative gains, which expands the core of mutually acceptable bargains, and this may be an important feature of asymmetric economic relations. Additionally, structure can also at times mitigate the barriers to cooperation. In a bipolar setting with the expectation of stable military alliances, states’ concerns for the consequences of relative gains can be muted with regard to economic relations with allies.51 Finally, cooperation can often be sustained because present security concerns cause states to discount narrow economic interests.52
Consequence 4: Economic change will tend to be associated with political conflict.
Combining the synthesis on economic growth and underlying power with the proposition that states must anticipate the possibility of war leads to some unpleasant realist arithmetic.

Economic change will affect the underlying balance of power. For some states, this will increase perceptions of vulnerability.53 This can be anticipated even without relying on a realist perspective, since growing states will appear more threatening even if they do not have offensive intentions. For example, consider a state whose economy grows at seven percent per year for ten years. In the tenth year, the absolute level of its annual military spending will be twice what it once was, even if military spending was held constant as a percentage of gross national product. Clearly such conditions are ripe for generating spiral-type conflicts.54 But realists will expect this problem to be particularly acute, since it is compounded by the fact that the ambitions of growing states may indeed increase. Thus, while all growing states will tend to appear more threatening, some will actually be more threatening, and it may be quite difficult to distinguish one from another. In a world where concerns for war are important, economic change is likely to be a catalyst for political conflict.55
This has been stressed by a number of realist scholars, who have emphasized the importance of equilibrium in the international system.56 According to these approaches, in equilibrium, states are satisfied with or unable to alter the status quo, with the result that given the distribution of power, no state sees benefits from challenging the prevailing order. Economic change, however, will affect states differentially, creating divergences between power and privilege. Thus there is a natural tendency for the system as a whole to drift away from equilibrium over time. It is therefore likely that revisionist states will rise to challenge the status quo, and this challenge is often resolved by war.57
 

III. The Political Economy of Realism and the Cold War
How well do realist expectations regarding political economy conform to the pattern of activity observed during the Cold War? Unfortunately, there is no easy answer to this question. As will be seen below, they explain some things quite well, but are less successful at other times. This ambiguity is compounded by a number of significant problems, not the least of which are the dangers inherent in post-hoc analysis, particularly with regard to establishing the criteria for evaluation. Additionally, at times when realist expectations are fulfilled, the outcomes are not clearly distinguishable from the expectations of competing theories. Finally, the Cold War, as a bipolar struggle between market and nonmarket economies, led to analytical specializations within the discipline of international relations that skewed realist analysis. This diverted, with prominent exceptions, much of the attention of realism from international political economy.58 Still, with these caveats, an evaluation of Cold War realist political economy is possible.

Realism is especially successful in arguing that political concerns will shape the pattern of international economic activity. The rich and expanding economic relations between the U.S. and its allies contrast markedly with the controls placed on trade with the communist bloc.59 The U.S., from its position of dominance within the Western bloc, actively supported a liberal international order. This conforms with a number of realist expectations. The U.S. used its wealth to shape preferences and to support political allies against its principal adversary. It championed openness, which was to its advantage as the technological leader and also served to undermine the imperial preference systems which discriminated against American products. It provided the lion’s share of the start up costs for new international institutions, and those institutions were in turn shaped by America’s vision and served U.S. interests.60 While much of this is also compatible with other perspectives,61 there are prominent examples where this is not the case. Important economic flows, such as petrodollar recycling, were shaped by political measures that resulted in patterns clearly at odds with liberal expectations.62 Additionally, countless other economic relationships—including preferential trading agreements, currency areas, flows of finance and investment, and, of course, aid and economic sanctions—can only be understood as outcomes of international political concerns.63
Realist expectations perform quite poorly, on the other hand, regarding the desire of states for autonomy. There have certainly been prominent Cold War examples of statism, most obviously in the case of the Soviet Union. Also, Japan is often portrayed as a strong state mediating and shaping economic forces, particularly with regard to its concerns for economic and national security.64 Even the U.S. has been accused of seeking “to combine the benefits of liberal internationalism and mercantilist advantage.” And the American abandonment of the Bretton-Woods exchange rate system was clearly a reassertion of domestic autonomy from international economic forces.65 But these episodes have taken place, especially since 1973, in the context of an expanding international economy which has been relentlessly encroaching on state autonomy. This has been manifested in increasingly complex intra-industry and intra-firm trade, larger investment flows, and especially the expansion of financial markets. This latter issue is of particular interest since states engaged in purposeful deregulation of national buffers such as capital controls, and this has led to reduced macroeconomic policy autonomy.66
It may be argued that international market forces can at times be used by states to advance policy and enhance their authority vis-à-vis domestic actors. This is certainly true in some cases.67 However, while this explains the strategic and selective use of such forces by states, it cannot account for the type of wholesale abdication of autonomy that many states have allowed to pass. Additionally, retrospective analyses are likely to overcount the number of “strategic” measures adopted by states, since almost any behavior could be so characterized post-hoc.68 Still, the “irony of state strength” argument does serve notice that the evaluation of state capacity is more subtle than a simple “states verses markets” conception would suggest.

Finally, with regard to state intervention to preserve autonomy, it should be noted that one clearly stated realist proposition in this regard has been falsified. As discussed above, it was argued that small, weak states would be especially willing to make economic sacrifices to enhance their autonomy. But in the past decade, third world states have generally embraced rather than resisted the international economy.69
With regard to realist predictions about the difficulty of international cooperation, it is especially hard to draw any conclusions. There was a great deal of economic cooperation among the advanced industrial powers during the Cold War, which would seem at a glance to cut against the grain of realist expectations. But every element that realists anticipate would mitigate these difficulties, and promote cooperation, was in place. There was stable bipolarity, asymmetry within the alliance, and a clear security threat, three features argued to enhance cooperation and reduce concern for the distribution of gains.

Indeed, American policy behavior, especially in the early Cold War, both promoted the relative gains of others and was fully consistent with realism. Cooperation in the Western alliance was encouraged not only because of the absence of negative security externalities, but also the presence of positive ones: the U.S. wanted its allies to get stronger so that they might better balance against a common threat.70 This also raises a more general theoretical point: that concerns for relative gains within a bilateral relationship can be muted by the relative gains such a relationship affords vis-à-vis third parties.71
Further, it is not clear that evidence of conflicts over relative gains would resolve this issue.72 For just as realists can explain instances where the concern for relative gains was absent, liberals can explain many fights over relative gains. Liberals would not deny the possibility of conflicts about the distribution of relative gains; these take place in many instances between friendly partners in the absence of threats of force, readily seen, for example, in most transactions between actors within a domestic economy. As discussed above realist analysis in this regard is distinguished principally by its analysis of underlying motives, and not necessarily by its expectations regarding state behavior. Realist motives raise the stakes, and supply an additional source of friction. Actors are not concerned simply with others reneging on promises, a sense of distributive justice, or the need to establish a tough reputation for future negotiations, but rather, as Grieco argues, “states in anarchy must fear that others may seek to destroy or enslave them.”73 Thus what distinguishes realists’ expectations in practice are not conflicts over relative gains, but sharper conflicts over relative gains; with partners walking away from a significant number of deals with mutual gains left on the table. For both liberals and realists, then, the “core” of agreements is smaller than the set of mutually beneficial deals. The realist subset is simply smaller still. Distinguishing between these subsets in practice is extremely difficult, to the point that it raises serious questions regarding the tractability of such endeavors. It is not clear that a definitive answer to these questions will ever emerge from retrospective analyses of the Cold War era.

Finally, with respect to the relationship between economic change and political conflict during the Cold War, it is again difficult to reach clear conclusions. The relative decline of the U.S. economy among the advanced industrial states would lead realists to expect a reduction in cooperation. This has certainly been the case with regard to international monetary relations, but less so with regard to other issue areas, such as trade.

International monetary and macroeconomic policies have been punctuated by American unilateralism and characterized by discord, most clearly visible in 1971 with the closing of the gold window by President Nixon, who “spoke exclusively the language of national power and national advantage.”74 The dearth of global monetary cooperation was again prominent in the early 1980s, with the dramatic appreciation of the U.S. dollar, and an administration in Washington that was hostile to the concept of macroeconomic policy coordination. However, this was less the exception than the rule: with a few exceptions, such as the depreciation of the dollar from 1985–1987, international macroeconomic cooperation has been elusive in the past quarter century.75
On the other hand, in some areas cooperation has been sustained to a much greater extent than would have been predicted given global economic change. There is clearly greater friction in the U.S.-Japan relationship, and new protectionist pressures have emerged in the international economy.76 But would realists in 1987, for example, have expected the successful completion of the Uruguay round? Another important Cold War economic change, the oil shocks of the 1970s (especially the initial quadrupling of the world price of oil), worked its way through the international economy more smoothly than might have been expected; the West took no action to seize oil fields.77 Some conflicts have emerged, and others may yet still emerge, from the economic decline and collapse of the Soviet Union, but that Russia did not go down swinging is a fundamental challenge to realist analysis. Perhaps the most dramatic change in the international economy has been the rise of the Asian economies, and especially China. This has not yet led to political conflict, but here clearly there may be shoes yet to drop.

In summary, while much Cold War history is consistent with realist expectations, there are some “misses” as well. More confounding, there are the problems of distinguishing realist expectations from those of competing approaches and establishing adequate criteria for evaluation in a post-hoc analysis.

 

IV. Realism and the Post-Cold War International Political Economy
One positive aspect of the post Cold War era is that many of the problems associated with evaluating realist theories during the Cold War no longer exist. Obviously, predictions can now be made in advance and the criteria for evaluation established. Further, both bipolarity and international communism, which previously tended to complicate these analyses, have disappeared. Realist predictions can now be less ambiguous and more clearly distinguishable from those of other perspectives. In fact, the coming years are likely to offer excellent laboratories to compare competing theories. This final section presents a number of predictions and evaluates some of the preliminary evidence—of course, the future will speak for itself.

Five Realist Predictions78
1. China will become increasingly involved in international conflict
With its dramatic economic growth and large absolute size, China is for realism a prime candidate for conflict and war. Writing in 1988, Kahler argued that international stability was likely to persist “until the elite of another ascendant power (China?) discovers the means to reinforce its military ambitions with economic success.”79 The prospects for conflict in this region have been stressed by other scholars as well.80 A peaceful China is virtually incompatible with a number of realist theories. At the same time, the liberal perspective would expect contemporary economic change to reduce China’s aggressiveness, as economic growth and international trade decentralizes power within China and creates vested interests in continued peace. Growing interdependence will also expand bargaining opportunities and reduce the likelihood that disputes which do arise will spill over into war. Thus China’s international behavior in the coming years will offer a distinct test of realist predictions.81
Caution must be taken, however, in establishing the criteria of evaluation in this case. China has appeared increasingly aggressive toward Taiwan, for example, but it would be a mistake to draw general conclusions from China’s behavior over this peculiar issue area. On the other hand, the threshold can be set too high: China may become increasingly assertive and force prone even in the absence of a great-power war. The initial evidence does suggest that China is increasing its military capability to enhance its international status, and that its buildup is neither motivated by defensive concerns nor in response to an increasingly threatening international security environment.82 It remains to be seen how these changes affect international politics in the region.

2. States will reassert control over international economic flows
Another clear contrast between liberal and realist expectations has to do with the growth of the international economy. As mentioned above, that expanding economy has made dramatic encroachments on sovereignty in the past quarter century, in trade, investment, and particularly finance.83 A liberal perspective would be to expect that these changes are irreversible, or at least highly likely to continue. Realists, however, must expect states to find these challenges to autonomy intolerable, or at least highly objectionable, and anticipate that states will attempt to constrain these forces. It is not sufficient for realists to note, however accurately, that there have been periods of history where the international economy imposed even greater constraints on states.84 Especially given the threats these trends pose to crucial state concerns such as defense autonomy85 and control over macroeconomic policy, the absence of clear efforts by states to reassert control over many of these flows will challenge fundamental realist conceptions.86
There is still no evidence that states, individually or collectively, are attempting to reassert greater control over international market forces. Hints can be seen in the reemergence of a protectionist-isolationist wing in the Republican party of the United States, which dominated the party in the first half of this century. But at this stage these groups and their potential allies on the political left represent a disarticulated politics of dissent that has not influenced policy. More sober proposals designed to provide greater policy autonomy by modulating the balance of power between state and market, such as through small taxes on international financial transactions, have to this point attracted little attention and even less enthusiasm.87
3. Multilateral economic cooperation among the advanced industrial states will decline
Many of the changes associated with the end of the Cold War, including the recession of a common military threat and increased economic symmetry among Europe, North America, and Japan, will reduce realist expectations of cooperation.88 As discussed above, realists consider cooperation inherently difficult under most circumstances, but there can be mitigating factors that allow for increased opportunities: shared security concerns, stable bipolar alliances, and asymmetry. With these factors all receding,89 states will be even more concerned with relative gains, and less willing to maintain agreements in hard times.90 While this essay has stressed the difficulty of distinguishing between contrasting expectations regarding the overall level of cooperation, this problem is somewhat less acute in forward-looking analyses where explicit predictions can be established and tested. Good starting points are offered by trade and monetary relations. From the realist perspective, global trade liberalization should stall, and prospects for reforming the international monetary system should be quite slim.91
Of the many possible criteria to evaluate realist expectations regarding multilateral cooperation, three barometers stand out. First, regarding international trade, there is the degree to which the transition from the ratification of the Uruguay accords to their implementation in practice is successful. Second is the level of progress toward multilateral management of international monetary and financial relations, given the obvious demand for cooperation in these areas. Fred Bergsten, for example, argues that the international system “most urgently requires . . .supervision and regulation of capital markets.”92 Third, and providing a bridge to the next prediction, is the extent to which broad multilateral cooperation is displaced by narrower substitutes.

4. The global economy will become increasingly characterized by group discrimination
This relates to the previous two predictions. Despite the search for autonomy, it must be recalled that realists also are sensitive to the importance of economic growth. Engaging the international economy provides expanded opportunities and greater prospects for growth. Thus for realists, states face tradeoffs between complete autarky and unfettered internationalism in the pursuit of their multiple goals. Economic discrimination by like-minded states against outsiders (liberalization within the group, with common external barriers) is the realist predicted compromise of the twenty-first century, combining relative autonomy with international economic opportunity. Given concerns for autonomy, there will be a tendency for such discriminatory groups to be regional. But since some states will count fierce adversaries among their close neighbors (precluding intimate economic relations between them), group discrimination will take on a variety of geographic patterns. With this caveat in mind, it is convenient to label group discrimination “regionalism.” According to Gilpin, then, “a mixed system of nationalism, regionalism, and sectoral protectionism is replacing the Bretton Woods system of multilateral liberalization.” Because of these pressures, he writes, “loose regional blocs are the likely result.”93
In many cases, regional economies also re-create the asymmetries that no longer exist in much of the international economy. In the context of asymmetry, realists also see greater prospects for cooperation, for reasons discussed above. Thus realists would expect trade, investment, and other economic flows to grow even faster within discriminatory groups, compared with global growth, than could be explained by economic proximity, or even by differential rates of economic growth.94 Also compatible with realist expectations would be the rise of formal regional agreements and institutions designed to encourage these trends, and the rise of distinct spheres of monetary dominance.

5. European unification will falter
Although realist theory predicts increased regionalism in the global economy, states’ concerns for autonomy place limits on how deep regional economic integration is likely to extend. While realists will expect Europe to remain a region with increasing external discrimination and perhaps even greater internal cooperation, this will not lead to political unification. Once again, the end of the Cold War has changed factors that lead to distinct realist expectations. The decline of the Soviet Union removes much of the realist glue binding Western European states together. Similarly, the unification of Germany will change the ways in which all of the states in the region calculate their interests. The pressures placed on the German economy by unification, for example, contributed to the factors which led to the EMS crisis of 1992, displaying the increasing tension between narrow and regional interests to which recent trends in Europe have contributed. The question of future monetary cooperation in Europe offers a useful gauge of competing theories.95 The recent stumble would appear to support realist approaches. If the EMU is put on the back burner indefinitely, this would provide further confirmation of realist expectations. If on the other hand, existing informal cooperation is strengthened and progress toward monetary union resumes, the evidence would point in the opposite direction.96
 

Conclusion
For a number of reasons it has been difficult in the past to evaluate the political economy of realism. The tradition of realism has generated a heterogenous collection of theories, and the relationships between them have not always been obvious. The problems inherent in post-hoc evaluation and the existence of overdetermined outcomes have further complicated matters. This essay has argued that realist theories share a set of core assumptions that yield distinct expectations. While this does not result in a unique or uniform realist political economy, it does offer a vision of a coherent constellation of realist theories. With the end of the Cold War and the a priori deduction of specific predictions, the coming years will provide the opportunity to test a number of specific realist theories.
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4. Realism, Structural Liberalism, and the Western Order 

Daniel Deudney and G. John Ikenberry 



The end of the Cold War and efforts to explain it have triggered new debates about international relations theory. Equally important, however, is how this epochal development raises new questions about the impact of forty years of East-West rivalry on relations among the great powers of the West. Will the end of the Cold War lead to the decline of cohesive and cooperative relations among Western liberal democracies? Will major Western political institutions, such as NATO and the U.S.-Japanese alliance, decay and fragment? Will “semisovereign” Germany and Japan revert to traditional great power status? Will the United States return to its traditional less engaged and isolationist posture? Our answers depend on the source of Western order: was the Cold War the primary source of Western solidarity or does the West have a distinctive and robust political order that predated and paralleled the Cold War?

Realism advances the most clearly defined—but pessimistic—answers to these questions. Neorealist theory offers two powerful explanations for cooperation within the West: balance of power and hegemony. Neorealist balance-of-power theory depicts Western cooperation and institutions as the result of balancing to counter the Soviet threat.1 The specter of Soviet military and political expansion provided the incentive for Western countries to ally and cooperate. With the end of that Soviet threat, neorealist balance-of-power theory expects the West, and particularly security organizations such as NATO, to weaken and eventually return to a pattern of strategic rivalry.2
A second realist theory holds that American hegemony created and maintained order in the West.3 The preponderance of American power allowed the United States to offer incentives, both positive and negative, to other Western democracies to form and maintain political institutions. Although the end of the Cold War does not itself signal the waning of American hegemony, many realist theorists argue that America’s relative power position has been slowly and inexorably eroding for several decades.4 So long as Cold War bipolarity produced incentives for Western cooperation, the consequences of the decline of American hegemony were not fully felt. But with the end of the Cold War, those consequences—institutional decay and conflict in the West—will finally manifest themselves. The basic thrust of these realist theories is that relations among the Western states will return to the patterns of the 1930s and early 1940s, in which the problems of anarchy dominated: economic rivalry, security dilemmas, arms races, hypernationalism, balancing alliances, and ultimately the threat of war.

But these realist theories overlook important parts of the story. In the wake of World War II, the United States and its liberal democratic allies created a political, economic, and strategic order that was explicitly conceived as a solution to the problems that led to world war.5 Importantly, this order predated the onset of the Cold War and was developed and institutionalized at least semi-independently of it. Major features of this order cannot be explained by hegemonic and balance-of-power theories—the Western order contains too many consensual and reciprocal relations for such explanations. Nor can the degree of Western institutionalization, its multilateral pattern, and the stable “semisovereignty” of Germany and Japan be explained by balancing and American hegemony. The timing of this order’s creation and many of its salient features provide a puzzle that can be accounted for only by looking beyond realist theories.

Of course, many liberal theories have attempted to understand and explain the distinctive features of the Western political order. But they too fall short in important ways. Theories of the democratic peace, pluralistic security communities, complex interdependence, and the trading state attempt to capture distinctive features of liberal, capitalist, and democratic modern societies and their relations.6 Their overall picture of the West’s future after the Cold War is much more optimistic than that of realism. While offering important insights into the Western order, these liberal theories are incomplete and miss several of its most important aspects. They do not give sufficient prominence to or attempt to explain the prevalence of co-binding security practices over traditional balancing, the distinctive system-structural features of the West, the peculiarly penetrated and reciprocal nature of American hegemony, the role of capitalism in overcoming the problem of relative gains, and the distinctive civic political identity that pervades these societies.

This chapter aims to develop a theory of “structural liberalism” that more adequately captures the unique features of this Western order and builds on the strengths but goes beyond the weaknesses of current realist and liberal theories. Structural liberalism seeks to capture the major components of the Western political order and their interrelationships.

In assessing the claims of structural liberalism, it is important for us to note that conflict within the Western system is not itself contrary to the propositions of structural liberalism. Likewise, the existence of conflict within the West does not in itself validate realist arguments. In holding up “harmony” as the standard of the success of liberal practices, many realists have set a standard that is not only impossible to meet but also deeply misleading concerning the character of liberal political systems.7 Liberal political systems exhibit endemic conflict, but such conflict is bound and channeled without calling into question the liberal consensus and liberal institutions. In liberal systems, the diversity of actors and interests ensures a continuous, often heated, political struggle with real winners and losers. Indeed, conflict is evidence of the health and vitality of liberal political orders so long as it remains contained and falls short of the use of violence or highly asymmetrical coercion.

The argument unfolds in six sections, each focused on a component of the Western order. The first section examines the security practice of co-binding as a liberal solution to the problem of anarchy. The second explores the penetrated character of American hegemony, the role of transnational relations in American hegemony, and its reciprocal rather than coercive character. The third section analyzes the role of the semisovereign and partial great powers of Japan and Germany as structural features of the Western political order. The fourth section examines structural openness, the political foundations of economic openness, and its solutions to relative gains problems. The fifth section focuses on the distinctive Western civic identity and community and its role in underpinning the liberal institutions in the West. We conclude by summarizing the differing predictions of realism and structural liberalism after the Cold War.

 

Security Co-Binding
Neorealism provides a very strong argument relating system structure to unit-level practices. The core of neorealist theory is that states in an anarchical system will pursue a strategy of balancing. Anarchy means that there is no central government that the units can rely on for security; and in such a situation, states seeking security will balance against other states that they perceive to be threats to their security. Balancing has both an internal and external dimension. Internally, it takes the form of the domestic mobilization of power resources (via armament and the generation of state capacity). Externally, balancing typically results in ad hoc, counter-hegemonic alliances in which states join together with other states that fear for their security from threatening or powerful states.8 Moreover, successful balancing, by undercutting the concentration of power at the system level, tends to reinforce and reproduce anarchy; in effect, balancing and anarchy are co-generative. Likewise, balancing in anarchy tends to strengthen the capacity of the state in its relation with society. That in turn makes the creation of system-wide governance more difficult. This balancing pattern in anarchy has characterized the Western state system both in its early-modern, Europe-centered phase as well as in the global system that has emerged in late-modern times. Because of this long pattern and deep logic, realists expect balancing to be pervasive in international politics wherever anarchy exists.

This realist view overlooks a distinctive practice that liberal states have pioneered and that has given the West a structure unlike anarchy. Neorealists fail to recognize that liberal states practice co-binding—that is, they attempt to tie one another down by locking each other into institutions that are mutually constraining.9 Binding constraint can be either asymmetrical or symmetrical. Asymmetrical binding is characteristic of hegemony or empire, but liberal states practice a more mutual and reciprocal co-binding that overcomes the effects of anarchy without producing hierarchy. Co-binding does not ignore the problems and dynamics of anarchy, but aims to overcome them. By establishing institutions of mutual constraint, co-binding reduces the risks and uncertainties associated with anarchy. It ties potential threatening states into predictable and restrained patterns of behavior, and it makes balancing unnecessary.

Co-binding practices are particularly suited to liberal states. When it is successful, co-binding reduces the necessity for units to have strong and autonomous state apparatuses. Moreover, the internal structures of democratic and liberal states more readily lend themselves to the establishment of institutions that constrain state autonomy. Just as anarchy gives rise to balancing in traditional great power politics, a community of liberal states gives rise to and is reinforced by co-binding. This co-binding practice, although overlooked by neorealist theory, has a robust logic that liberal states in the West have exhibited.

Co-binding is an important feature of the Western liberal order. While balancing and hegemony played a role in the formation of these Western institutions, co-binding practices were significantly and independently motivated by an attempt to overcome anarchy and its consequences among the Western states. After World War I, the United States sought through the League of Nations to establish a system of co-binding restraints among Western states. It was not fully attempted in practice, however, and to the extent it was, it failed for a variety of reasons.10 After World War II, the United States and liberal states in Europe sought again to bind themselves through NATO. Although realists dismiss failed efforts at binding as idealistic, and successful post-World War II institutions as the result of balancing, these institutions were mainly created by Europeans and Americans eager to avoid the patterns that had led to the two world wars.

The most important co-binding institution in the West, of course, is NATO. Although the Soviet threat provided much of the political impetus to form NATO, the alliance always had in the minds of its most active advocates the additional purpose of constraining the Western European states vis-à-vis each other and tying the United States into Europe.11 Indeed, NATO was as much a solution for the “German problem” as it was a counter to the Soviet Union. As the first NATO Secretary General, Lord Ismay, famously put it, the purpose of NATO was to keep the “Russians out, the Germans down, and the Americans in.” These aims were all interrelated: to counterbalance the Soviet Union it was necessary to mobilize German power in a way that the other European states did not find threatening and to tie the United States into a firm commitment on the continent.

The NATO alliance went beyond the traditional realist conception of an ad hoc defense alliance. It created an elaborate organization, drew states into joint force planning and international military command structures, and established a complex transgovernmental political process for making political and military decisions.12 The co-binding character of this alliance is manifested in the remarkable effort its member states made to give their commitment a semipermanent status—to lock themselves in so that it is difficult to exit.

The desire to overcome the dynamics of anarchy also gave rise to an agenda for economic co-binding, particularly in Europe. The European union movement explicitly attempted to achieve economic interdependence between Germany and her neighbors in order to make strategic military competition much more costly and difficult. The first fruit of this program, the European Coal and Steel Community, effectively pooled these heavy industries that had been essential for war making. In its administration of the Marshall Plan, the United States sought to encourage the creation of joint economic organizations in order to foster economic interdependencies that crossed over the traditional lines of hostilities between European states.13 The United States also supported the creation of political institutions of European union, thereby foreclosing a return to the syndromes of anarchy.14 American supporters of European reconstruction as well as European advocates of the European community explicitly strove to develop institutions to make Western Europe look more like the United States than like traditional Westphalian states in anarchy.

Faced with this argument, realists might point to significant conflicts between the United States and its allies, such as the 1956 Suez crisis, the Vietnam war, the 1982–83 Euromissiles controversy, and the 1982–83 gas pipeline crisis. But most of these conflicts had their roots not in conflicts internal to the West, but rather in the larger Cold War competition, thus pointing out that bipolarity was as much a source of conflict in the West as it was a source of cohesion. The underlying cause of these conflicts was the fundamental discrepancy between the American perception of the requirements for a global strategy of containment, and the more narrow, regional perspective of the Europeans. Moreover, these conflicts were often resolved in ways that resulted in closer ties, thus both revealing and reinforcing the robustness of Western relations and linkages. The end of the Cold War has reduced this systematic irritant in Western relations.

In sum, security co-binding among Western liberal states has produced a political order that successfully mitigated anarchy within the West in ways that neorealist theory fails to appreciate. Although these institutions created by co-binding practices significantly altered the anarchical relations within the Atlantic world, they fell far short of creating a hierarchy. Because Waltzian neorealism conceives of order as either hierarchical or anarchical, it lacks the ability to grasp institutions between hierarchy and anarchy that constitute the structure of the liberal order.

 

Penetrated Hegemony
The second major realist explanation for the Western political order is American hegemony. Hegemony theorists, tracing their roots from Thucydides through E. H. Carr, claim that order arises from concentrations of power and that, when concentrated power is absent, disorder marks politics, both domestic and international. In international systems, concentrations of power produce hegemony, which is conceived as a system organized around asymmetrical power relations.15 Hegemonic theorists argue that Western order is the product of American preponderance, which was at its zenith in the immediate post-World War II years when the major security and economic rules and institutions were established. In this image of the West, order is maintained because the United States has had the capacity and will to compel and others to establish and maintain rules and to provide inducements and rewards to its client states in Europe and East Asia.16
Both balance-of-power and hegemonic theories are conventionally viewed as versions of neorealism, but their relationship is much more problematic. In fact, these two versions of neorealist theory have quite contradictory images of order in world politics—one emphasizing that order comes from concentrations of power and the other that such concentrations produce resisting measures. Thus, balance-of-power theory poses a fundamental question to hegemonic theory: why do subordinate powers within a hegemonic system not balance against the hegemon?17 To answer this question, one must look at the ways in which stable hegemonic orders depart from the simple image provided by hegemonic theory.

The American-centered Western order exhibits far more reciprocity and legitimacy than an order based on superordinate and subordinate relations would expect. American hegemony has had a distinctively liberal cast—one more consensual, cooperative, and integrative than coercive. The distinctive features of this American-centered political system—particularly its transparency, the diffusion of power into many hands, and the multiple points of access to policymaking—have enabled Western European and Japanese allies to participate in the formation of policies for the overall Western system.18 As a result, American hegemony has been marked by a high degree of legitimacy, without major challenges or efforts to balance against American leadership. In large measure, this system is an “empire by invitation,” in which the secondary states have sought American leadership rather than resisted it.19
To understand this system, and explain why it deviates from the realist hegemonic model, we must incorporate two factors neglected by realists: the structure of the American state and the prevalence of transnational relations. A distinctive feature of the American state is its decentralized structure, which provides numerous points of access to competing groups—both domestic and foreign. When a hegemonic state is liberal, the subordinate actors in the system have a variety of channels and mechanisms for registering their interests with the hegemon. Transnational relations are the means by which subordinate actors in the system represent their interests to the hegemonic power and the vehicle through which consensus between the hegemon and lesser powers is achieved. This system provides subordinate states with transparency, access, representation, and communication and consensus-building mechanisms. It supplies the means for secondary states to significantly express their concerns and satisfy their interests. Taken together, liberal state openness and transnational relations create an ongoing political process within the hegemonic system without which the system would either be undermined by balancing or the need to be coercive.

The key point is that the open domestic structure of the United States is not simply an anomalous or solely domestic phenomenon, but is integral to the operation of the Western system. The openness and extensive decentralization of the American liberal state provides subordinate powers with routine access to the decisionmaking processes of the hegemonic state relevant to their concerns. And, because the decisionmaking process of the American liberal state is so transparent, secondary powers are not subject to surprises.20 The fundamental character of the American liberal state is that it is elaborately articulated and accessible to groups and forces emerging from civil societies.21 The size, diversity, and federal character of the American political system also offers many points of influence and access. The American polity has many of the features associated with international politics—such as decentralization and multiple power centers—and is therefore particularly well prepared to incorporate pressures and influences from liberal societies outside itself.22 In a large and pluralistic polity, such as the United States, it is relatively easy for foreign actors to represent their interests in forms that more resemble domestic politics than traditional diplomacy.23
Transnational relations are a second integral component of the liberal hegemonic system, whose role and significance have not been grasped by either realist or liberal theorists. Realists view transnational relations as derivative of hegemonic power and thus of secondary importance. Hegemony provides a framework within which such interactions can flourish, and realists explain the growth of transnational relations in the post-World War II era as a consequence of American hegemony.24 Conversely, liberal theorists, who pay a great deal of attention to transnational relations, see them as the beginnings of a system that is expected to eventually displace the state and locate political power in nonstate entities such as multinational corporations, international organizations, and networks of transnational and transgovernmental experts.25
Far from being ancillary or derivative, transnational relations are a vital component of the system’s operation.26 Because of the receptiveness of the liberal state and the existence of transnational relations, subordinate states achieve effective representation. Furthermore, transnational connections between the actors in a hegemonic system constitute a complex communication system that is continuously shaping preferences and thus moderating the divergence of interests among actors. Transnational networks also serve to forge a consensus and lobby policymakers throughout the system. In hegemonic systems infused with transnational relations, the legitimacy of the asymmetrical relationships is enhanced. Such processes endow the relations with a degree of acceptability in the eyes of subordinate powers. This in turn reduces the tendency for subordinate powers to resist and, correspondingly, diminishes the need for the hegemon to exercise coercion.27 Such legitimacy endows hegemonic systems with a greater degree of stability and resilience than what the realist hegemonic model expects. Because of the accessible state structure and transnational state processes, the arrows of influence are not in one direction—from the center to the periphery—as in the hegemonic model, but rather run in both directions, producing a fundamentally reciprocal political order.

In Atlantic relations, the United States and West European states have been tightly linked by transnational forces and influences. The elaborate consultative arrangements in NATO provide venues and forums for European concerns to be registered in the American public policy process.28 An extensive network of public and private Western institutions exists. Official venues include the G-7 process, the OECD, intergovernmental consultative networks, and the NATO Council. Quasi-official institutions include the Atlantic Council, Council on Foreign Relations, the Atlantic Assembly, the International Institute for Strategic Studies, the Transatlantic Policy Network, and the Trilateral Commission. Extensive social, cultural, and economic networks also span the Atlantic, including business roundtables, parliamentary exchanges, networks of journalists, and common media sources. Taken together, these constitute a dense system of routinized channels for consultation, exchanges of views, dispute resolution, and consensus building. These links ensure that the Atlantic relationship will be consensual more than coercive.

The relationship between the United States and Japan is less extensively institutionalized; however, it also exhibits similar features.29 Japanese corporate representatives have significant access to the Washington policymaking process and have been able to influence American decisionmaking in areas that affect Japanese interests, particularly in trade policy.30 This Japanese access has not been reciprocated, but such asymmetry helps compensate for the subordinate role of Japan as an ally. From the Japanese perspective, access to and influence over the Washington process helps Japan cope with the enormous power the United States has over Japan, thus adding legitimacy and stability to the relationship. Viewed from the perspective of the American state, Japanese access is a weakness; viewed from the perspective of the American system, it is a strength.

Faced with this argument, realists might object that America’s relations with Europe and Japan still contain significant elements of coercion and conflict, and that the American political system is not fully transparent but is capable of generating shocks and surprises. First, the strongest case of American hegemonic coercion is toward France, which has routinely complained about and actively sought to resist American leadership. France, however, is the most statist and thus its domestic structures are least suitable for participation in the system.31 But, more generally, “coercion” is endemic to the exercise of power and the processes of politics, and the Western system is not characterized by its absence but by its moderation and reciprocity. Indeed, an American nationalist could object that the Western system coerces the United States into significant commitments and constraints, which is something that fundamentally reflects the European desire to permanently involve the United States in Europe and combat American isolationism.

Second, the American political process is not completely transparent, and it is capable of actions—such as the Nixon shock of 1971, the neutron bomb reversal of 1979, the extension of pipeline sanctions in 1984—that the other actors find surprising and undesirable. But most shocks have related to the prosecution of the Cold War, further demonstrating its potential to produce conflicts in the West, and American actions have hinged upon the concentration of authority in the presidency, which is in significant measure a Cold War artifact. The most salient case of economic surprise within the West was the closing of the gold window; this marked a movement of the system away from American dominance to a more reciprocal system. Overall, coercion has been moderate and surprises infrequent, given the extensiveness and intensity of Western political relations.

In sum, transnational relations are not ancillary or oppositional to the operation of the American hegemonic system as most realists and liberals argue, but are rather integral to its structure and help account for its stability and durability. Transnational relations provide subordinate actors in the system with channels through which their interests can be expressed to the hegemon. Were such relations less robust, the hegemonic system would invite balancing and be more coercive and less legitimate. Realist hegemonic theory has failed to appreciate the significance of transnational relations in the operation of state hegemonic systems and thus furnishes an incomplete picture of the Western system.

 

Semisovereignty and Partial Great Powers
A third major structural feature of the Western liberal order distinguishing it from the realist image of states in anarchy is the status of Germany and Japan as semisovereign and partial great powers. The “peace constitutions” of Germany and Japan, which in both cases were initially imposed by the United States and the Western allies after World War II, have, contrary to realist expectations, come to be embraced by the German and Japanese publics as acceptable and even desirable features of their political systems. The structure of these states is highly eccentric for realist models, but these are integral and not incidental features of the Western political order.

Realist theories assume that the nature of the units making up the international system are sovereign and, to the extent that they have sufficient capacity, they are great powers. Sovereignty, as understood by realists, is Westphalian sovereignty, which means that states are accorded a set of rights and assume a set of responsibilities, the most important of which is the mutual recognition of each other’s autonomy and juridical equality.32 Moreover, Westphalian sovereignty is understood by realists to be one of the primary means by which the system of anarchical states is institutionalized, thus reinforcing the primacy of the state and the absence of hierarchy characteristic of anarchy, and providing a degree of regularity to anarchy.33 Central to realist theory is also the concept of the “great power,” the exclusive set of states that have sufficient capacity not only to secure themselves but also to exercise influence over surrounding smaller states and to affect the entire system. Integral to this realist notion of the great power is that such states possess a full range of instruments of statecraft, especially a robust military establishment for making good their claims to great power status and influencing the system.34 Together, Westphalian sovereignty and the great power are enduring features of the realist vision of anarchical society.

Two major states in the Western system, Germany and Japan, do not follow the expected realist pattern, but are semisovereign and partial great powers. It is widely noted that since World War II, Germany and Japan have been “semisovereign” states.35 Such a label, while partly misleading, is nevertheless essential in capturing their distinctive and eccentric character and roles. As the reconstruction after 1945 progressed, Germany and Japan both sought to be accorded the full panoply of rights and responsibilities of a Westphalian sovereign, and the United States and other Western states were forthcoming with this recognition as part of their reconstruction and reintegration into the international system. However, it is still appropriate to characterize these states as fundamentally semisovereign because in return for sovereign recognition they accepted a role in international relations that was self-constrained in major ways. They were able to gain juridical sovereignty only because they were willing to eschew the full range of great power roles and activities.

At the heart of this odd configuration of juridical sovereignty and effective semisovereignty have been two levels of structure: strong self-imposed constitutional constraints and the integration of Germany and Japan in wider political, security, and economic institutions. German and Japanese domestic political structures that were created during occupation and reconstruction featured parliamentary democracy, federalism, and an independent judiciary—and thus they were much more similar to the liberal American state than the traditional and closed autocratic state.36 These domestic structures facilitate binding linkages, transnational interaction, and political integration. These structures of constraint and the practice of semisovereignty were anchored in a strong domestic consensus that traditional autocracy and imperialism had catastrophic consequences, which were to be avoided at all costs.37
The most important way in which Germany and Japan are eccentric states in the realist model is that they are not playing the traditional role of great powers. Their partial great power status is defined by the discrepancy between their power potential and power mobilization and between the breadth of foreign policy interests and the underdevelopment of their policy instruments. As a product of the American and Western occupations of Germany and Japan, both countries created “peace constitutions” that wrote into their basic law a foreign policy orientation radically at variance with the requirements of great power status and activities. Most important was that their constitutions committed these states to purely defensive military orientations. A powerful expression of this self-restraint is that both Germany and Japan have voluntarily foregone the acquisition of nuclear weapons—the military instrument that more than any other has defined great powers during the last half century. In the postwar period, the international strategic environment has not allowed them to retreat into isolation or maintain neutrality. But their defensive military postures have not been autonomous; instead, they have been elaborately and extensively integrated into multilateral arrangements. In addition to explicitly eschewing great power postures, German and Japanese constitutions contain a strong mandate for an activist foreign policy directed at maintaining international peace and building international institutions.

Although both Germany and Japan are semisovereign and partial great powers, there are important differences between them. Their regional contexts have imposed very different constraints and opportunities.38 Germany, sharing long-contested land borders with many countries, has pursued its unique postwar role by integrating itself militarily and economically with its neighbors. In contrast, insular Japan was alone in the Far East as a postwar liberal power and therefore its strategic co-binding with the rest of the system has been through the bilateral U.S.-Japanese alliance. Furthermore, the Western reconstruction of Germany along liberal lines was much more intensive, while the early demands of the Cold War led the United States to reconfigure Japan less comprehensively. Partially as a result, domestic political structures in Germany became more liberal and decentralized than in Japan, where strong state capacity remained, particularly in the economic domain. Overall, German integration into the Western political order is much more complete, both in multilateral economic and security systems. One expression of this difference is that German rearmament has been more extensive than Japanese because Germany is more thoroughly bound into the Western order.

The existence of Germany and Japan as semisovereign and partial great powers constitutes a fundamental anomaly for realist theory. The features of these states are not, however, incidental but are integral to the Western political order. The widely held neorealist expectation that Germany and Japan will revert back to great power status poses a test for these competing theories: if this pattern eccentric to realism persists, will the explanatory utility of realism have been compromised? Conversely, should Germany and Japan return to the normal realist pattern, the Western political order is not likely to endure—and, if it does, the concept of structural liberalism will be called into question.

 

Structural Economic Openness
A major feature of the Western order is the prevalence of capitalist economies and international institutions dedicated to economic openness. Neorealist theories offer two powerful explanations for the Western liberal economic order, one stressing American hegemony and the other Western alliance within bipolarity. Liberals also claim many explanations, including the rise of “embedded liberalism” among the advanced industrial nations. While providing important insights, these theories are insufficient and miss two crucial dimensions of the political structure and practice of the liberal economic order. First, advanced capitalism creates such high prospects for absolute gains that states attempt to mitigate anarchy between themselves to avoid the need to pursue relative gains. Second, liberal states have pursued economic openness for political ends, specifically by using free trade as an instrument to alter and maintain the motivations and characteristics of other states to make them more politically and strategically congenial.

One powerful realist explanation for the prevalence of open economies in the Western order is hegemonic stability theory.39 These realists argue that open international orders are created by and must be sustained by the concentration of power in the hands of one state. Hegemonic powers produce and support openness by establishing and enforcing rules, supplying exchange currency, absorbing exports, and wielding incentives and inducements to encourage other states to remain open. Hegemonic stability theorists argue that economic openness in the nineteenth century was made possible by British hegemony and that when British power waned in the first decades of the twentieth century, the open trading system broke down. Likewise, after World War II, the United States, then at the peak of its relative power, provided the leadership to establish Western liberal economic institutions, thereby catalyzing another era of economic openness and high growth.40 Hegemonic stability theorists maintain that the relative economic decline of the United States has the potential to undermine the openness and stability of this order. Because of bipolarity and American leadership in the Cold War, the effects of American relative decline have not been fully registered, but after the Cold War the expectation is that the system will decay.

Another realist position is that free trade has resulted from bipolarity and the Western strategic alliance.41 In this view, allied states are less concerned with relative gains considerations than unallied states. Because states are allied, they are at least partially removed from anarchical relations and thus are not as sensitive to relative shifts in economic advance that might result from free trade. Similarly, realist theorists argue that states that are members of a military alliance see relative gains by their allies as adding to the overall strength of the alliance, and therefore they are willing to participate in an open system with their allies. With the decline of bipolarity and the diminished importance of strategic alliances after the Cold War, the expectation of these realist theories is that the free trade order will come under increasing stress.

Liberals also advance powerful arguments about the sources of the Western system of open economies. Of particular note is the proposition that liberal states in the twentieth century have committed themselves to ambitious goals of social welfare and economic stability, which in turn requires them to pursue foreign economic policies that maintain a congenial international environment for realizing these goals.42 This notion of “embedded liberalism” situates the motivation for open economic policies in the domestic structures of advanced industrial societies, which have changed from laissez-faire to welfare states. As long as Western welfare states retain their commitment to full employment and social welfare, the theory expects that they will remain committed to liberal foreign economic policies regardless of changes in the strategic environment.43
These realist and liberal views make important insights, but they neglect two important sources of Western economic openness. Neorealists rightly point out that in an anarchical system, states must be more concerned with relative than absolute gains, and therefore are willing to forego the absolute gains that often derive from economic exchange out of fear that their relative position will suffer.44 The relative and absolute gains argument is typically seen as an important reason why states will not accept economic openness. In reality, however, it suggests a powerful explanation for why states will take steps to mitigate anarchy. In a world of advanced industrial capitalist states, the absolute gains to be derived from economic openness are so substantial that states have the strong incentive to abridge anarchy so that they do not have to be preoccupied with relative gains considerations at the expense of absolute gains. The assumption of the neorealist argument is that the only alternative to anarchy is hierarchy, but, in fact, liberal states have developed co-binding institutions and practices that make it possible to moderate anarchy without producing hierarchy. The extensive institutions, both strategic and economic, that liberal states have built can be explained as the mechanisms by which they have sought to avoid the need to abandon absolute gains out of the need to pursue relative gains. The Western system of co-binding is highly developed across security, political, and economic realms, and it provides states with confidence that changes in their relative position do not translate into security threats.

Another feature of advanced industrial capitalist society with significant implications for the politics of relative and absolute gains is the uncertainty about how relative gains will be distributed, the high probability that their distribution will fluctuate fairly rapidly, and the many sectors of modern societies that make it likely that patterns of gains and losses will be variegated. Modern industrial economies are characterized by great complexity. This means that states attempting to calculate the relative gains consequences of any particular policy face a high degree of uncertainty about its effects. In highly dynamic markets with large numbers of sophisticated, fast-moving and autonomous corporate actors, it is very difficult to anticipate the consequences of policies and thus the relative distribution of gains and losses. Moreover, the rate of change in advanced industrial capitalism is so great that the distribution of relative gains and losses is likely to fluctuate between countries fairly rapidly. Thus, even if one country can foresee that it will be a loser in a particular period, it can assume that it will experience a different outcome in successive iterations.45 Finally, modern industrial capitalist societies contain many different sectors and the different sectors in one country may be simultaneously declining and rising as a result of international openness, making it difficult for states to calculate their aggregate relative gains and losses. The multifaceted character of these societies helps ensure that the pattern of relative gains and losses will be highly variegated, thus rendering it unlikely that any one state will be a loser or winner across the board.46
A second motivation that Western states have in establishing and maintaining an open economic order is political. The expansion of capitalism that free trade stimulates has the effect of altering the goals and character of other states in the international order in a liberal and democratic direction, thus producing a more strategically and politically hospitable system. Free trade is thus a political instrument for the spread and strengthening of liberal democracy as well as for the security consequences that follow. The collapse of the world economy in the Great Depression and the ensuing political turmoil was a major cause of the retreat of democracy and liberalism in the 1930s, the rise of fascist and imperialist states, the emergence of rival blocs, and ultimately the outbreak of World War II. In reaction to these events, the principal architects of the post-World War II liberal order viewed economic openness as a strategy to avoid regional blocs, trade wars, illiberal regimes, and ruinous imperial rivalry.47 They understood that a world populated by liberal states would be much more compatible with American interests and the survival of democracy and capitalism in the United States, and they saw economic openness and institutions to spread and stabilize capitalism as powerful instruments for achieving these strategic ends.48 Thus, contrary to the realist proposition that free trade is the product of political and security structures, the institutions of economic openness are in part the cause of those structures. This proposition suggests that the Western liberal economic order is not fundamentally dependent on bipolarity and American hegemony, but instead has a powerful independent origin unlikely to be affected by the end of the Cold War.

Realist claims that the Western economic order derives from hegemony and alliance overlooks crucial features of the Western system. The theory of structural liberalism argues that there is a political logic and structure that emerges more directly from capitalism. The character of capitalism provides states with powerful incentives to create structures that replace or mitigate anarchy so as to sidestep relative gains concerns and the impediments they pose to the realization of high absolute gains. Likewise, the dynamic and complex character of modern capitalism frustrates calculations of relative gains and thus the formulation of policies that might seek to advance it. Finally, open economies are themselves the product of a liberal political strategy that seeks to reinforce and spread liberal political structures and their security benefits. In short, the political economy of capitalism and the structural features of the Western political order are much more integrally related than realists suggest, and the viability of this order is likely to be much less dependent on the end of the Cold War and the decline of American hegemony than they lead us to believe.

 

Civic Identity
The fifth dimension of the Western political order is a common civic identity. The common elements of Western identity take two interrelated and reinforcing forms. The first is the parallel emergence of domestic identities centered around liberalism, democracy, and capitalism—which is now dominant in all Western countries. The second is the emergence of a common Western political identity, which is less hegemonic and tends to be concentrated in elites rather than in the more general public. Together, they have significantly displaced more virulent and xenophobic forms of national identity, producing forms of identity quite at odds with realist expectations. Although difficult to quantify, what Montesquieu called “spirit” is an essential component of any political order. The West’s “spirit”—common norms, public mores, and political identities—gives this political order cohesiveness and solidarity. Throughout the Western world, there is an overwhelming consensus in favor of political democracy, market economics, ethnic toleration, and personal freedom. The political spectrum in the West looks increasingly like the narrow “liberal” one that Louis Hartz once identified as distinctively American.49 Compared to the diversity that characterized Europe as recently as the 1930s, the convergence of political practices and identities within the countries of the West is an important feature whose causes and consequences require explanation.

Realist approaches to international theory largely assume that the separate state units have distinct national identities. Realists emphasize that national identity provides states with legitimacy and serves as a basis for the mobilization of resources against outside threats.50 For realism, the experience of interstate war serves as an important source of national identity and loyalty because it offers the most potent and emotive symbolism of heroism, battlefield sacrifice, and collective memory of opposition and triumph.51 Military organizations are one of the most powerful means of socializing individuals into patriotism and veterans organizations constitute a major interest group that reinforces the primacy of the nation-state. For realism, these sociological processes are a crucial link between international anarchy and interstate war and the prevalence of the nation-state as a unit in international system.

No enduring political order can exist without a substantial sense of community and shared identity. Political identity and community and political structure are mutually dependent. Structures that work and endure do so because they are congruent with identities and forms of community that provide them with legitimacy. Conversely, structures and institutions create and reinforce identities and community through processes of socialization and assimilation. These important sociological dimensions of political orders have been neglected by both neorealist and neoliberal theories, which take the preferences of the actors as given and examine only the interaction between interests and structure. As a result, they miss the identity and community dimensions of political order—both national and liberal civic alternatives.

An essential component of the Western political order is a widespread civic identity distinct from national, ethnic, and religious identities. At the core of civic identity in Western countries is a consensus around a set of norms and principles, especially political democracy, constitutional government, individual rights, private property-based economic systems, and toleration of diversity in non-civic areas of ethnicity and religion. Throughout the West, the dominant form of political identity is based on a set of abstract and juridical rights and responsibilities that coexist with private and semipublic ethnic and religious associations. Just as warring states and nationalism reinforce each other, so do Western civic identity and Western political structures and institutions.

Civic identity within the West is intimately associated with capitalism, along with its business and commodity cultures. As Susan Strange argues, capitalism has generated a distinctive “business civilization.”52 Across the advanced industrial world, capitalism has produced a culture of market rationality that permeates all aspects of life. The intensity and volume of market transactions across the industrial capitalist world provide a strong incentive for individual behaviors and corporate practices to converge. One strong manifestation of this convergence is the widespread use of English as the language of the marketplace. Likewise, the universality of business attire across the industrial capitalist world signifies this common business culture.

Another cultural dimension of the Western order is the commonality of commodities and consumption practices. Throughout the advanced industrial world, mass-produced commodities have spawned a universal vernacular culture that reaches into every aspect of daily existence. The symbolic content of day-to-day life throughout the West is centered not on religious or national iconography, but upon the images of commercial advertising. The ubiquitously displayed scenes of the good life are thoroughly consumerist. The demands of mass marketing and advertising place a premium on reaching the largest number of purchasers, thus contributing to the homogenization of identities and the avoidance of polarizing ethnic or religious or racial traits. Further defining popular culture throughout the West is mass entertainment, particularly television, movies, music, and athletic events. Because of increased incomes and cheap transportation, international tourism has become a mass phenomenon. The cumulative effect of this symbolic and popular culture and interaction is to create similar lifestyles and values throughout the West.53
Beyond emergence of very similar identities within Western countries, the widespread circulation of elites and educational exchanges has produced a significant and growing sense of shared identity.54 The advanced industrial countries contain many transnational networks based on professional and avocational specialization. Enabled by cheap air transportation and telecommunications, scientific, technological, medical, artistic, athletic, and public policy networks draw membership from across the Western world and have frequent conferences and events. Also significant is the great increase in the volume of international education activities, most notably the growing transnational character of the student bodies in elite universities, and particularly professional schools. These developments have produced a business, political, cultural, and technical elite with similar educational backgrounds and extensive networks of personal friendships and contacts.55 The cumulative weight of these international homogenizing and interacting forces has been to create an increasingly common identity and culture—a powerful sense that “we” constitutes more than the traditional community of the nation-state.

As civic and capitalist identities have strengthened, ethnic and national identity has declined. Although it is still customary to speak of the West as being constituted by nation-states, the political identity of Westerners is no longer exclusively centered on nationalism. The West has evolved a distinctive solution to the problem of nationalism and ethnicity that is vital to its operation and inadequately recognized by realists. The Western synthesis has two related features. First, ethnic and national identity has been muted and diluted to the point where it tends to be semiprivate in character. Although not as homogeneous as anticipated by cosmopolitan philosophers of the Enlightenment, the identities of Westerners are largely secular and modern, thus allowing for many different loyalties and sensibilities—none of which predominates. Second, an ethic of toleration is a strong and essential part of Western political culture. This ethic permits—and even celebrates—a highly pluralist society in which muted differences coexist, intermingle, and cross-fertilize each other. Unlike the chauvinism and parochialism of premodern and non-Western societies, an ethic of toleration, diversity, and indifference infuses the industrial democracies.

Many realists forecast that nationalist and ethnic identity will reassert itself in Western Europe in the wake of the Cold War, fueling conflict and destroying liberal democratic society. The virulence of ethnic conflict in the Balkans and elsewhere in former communist lands has revived the specter of the worst of Europe’s past. The increase in anti-immigrant violence in Western Europe, particularly in Germany, demonstrates that the West is not immune to a new epidemic of ethnic violence and national war. The opponents of liberal pluralism are a loud but small minority of the alienated and economically dislocated. Their voices are not, however, a cause for a crisis of self-confidence. The ethos of the West remains overwhelmingly tolerant and receptive to diversity. Indeed, the anti-foreigner violence and ethnic ferment have been most revealing in the magnitude of the condemnation they have evoked. Measured by the standards of the past—even the recent past of the 1930s—these episodes are marginal and highlight the strong majorities committed to a liberal civic order.

Contrary to the dominant neorealist and neoliberal theories, identity and community are important components of political order. Identities are not primordial or immutable. Rather they are the product of social, economic, and political forces operating in specific historical contexts. The Western political order is strengthened by and in turn strengthens the distinctive Western civic identity. The continued viability and expansion of capitalism, made possible by Western multilateral institutions, sustain the business, commodity, and transnational cultures that in turn make it more politically feasible to sustain these institutions. Similarly, the success of security binding practices in preserving peace among Western countries reinforces the identity of the West as a political community by allowing memories of war, traditionally generative of conflicting national identities, to fade into an increasingly remote past. While the Cold War and the construction of the Western identity as the “free world” contributed to Western solidarity and helped marginalize memories of international conflict in the West (just as bipolarity contributed to Western institutional development), the Western civic identity has deeper sources that the end of the Cold War does not affect.

 

Realism versus Structural Liberalism after the Cold War
Realism and structural liberalism have very different understandings of the nature of the Western political system, and therefore produce very different expectations about the trajectory of Western relations after the Cold War. In principle, it should be possible to test their different expectations—to demonstrate the superiority of one over the other. However, during the Cold War such a clean test was elusive because both theories expected that there would be cohesion in the West, but for very different reasons. After the Cold War, a sharp clash between the theories has come to the fore: realist theories expect the Western system to decay as a result of the end of bipolarity and the continuing decline of American power, while the structural liberal theory expects Western order to persist, since the factors that gave shape to the West remain. Events in the first years after the Cold War provide the beginnings of a clean test of the competing theories—a test that will grow sharper as time passes.

Realist theories generate sharp expectations that Western order will decay with the end of the Cold War, and realist scholars have advanced explicit predictions drawn from these theories; balance-of-power theory expects that with the end of bipolarity and the end of the Soviet threat bases of solidarity will decline and conflicts endemic to anarchy will emerge. Without a unifying threat, balance-of-power theory predicts that strategic rivalry among the Western powers will reemerge, and specifically that the NATO alliance will fall apart and movement toward European union will halt and reverse.56 Realist theories of hegemony have long expected Western order to crumble in the face of declining American power capabilities relative to its Western allies, and with the end of the Cold War—and the end of the masking influence of bipolarity—this theory expects more rapid decay.57 A corollary expectation generated by realist balance-of-power theory is that the semisovereignty of Germany and Japan will be abandoned and both countries will acquire the full trappings of great power capabilities and ambitions.58 In the realm of political economy, a corollary expectation of realist hegemony theory is that the liberal trading order will break down and be replaced by trade wars and competing economic blocs. In particular, the U.S.-Japanese relationship is seen as being ripe for increased conflict; with the end of the Soviet threat and the declining significance of the U.S.-Japanese defense alliance, Japan is seen to be free to intensify its mercantilist economic strategies.59 Finally, realist theory generates the expectations that with the return of anarchy and great power rivalry, nationalism will take a more prominent place in Western identities at the expense of civic identity.60 The overall prediction of realism is that the future of the West will be much like the pre-Cold War period, characterized by strategic conflict, economic warfare, alliance rivalry, hypernationalism, and ultimately the risk of war.

Structural liberal theory expects a very different pattern for the Western system. Because the institutions and practices that give the Western system its distinctive character are driven largely by internal logics, structural liberal theory posits that the overall cohesion and strength of these institutions will not wane with the end of the Cold War but stand out more clearly. Western practices of security co-binding emerged as responses to fears of anarchy and its consequences, and because this possibility remains a perennial one, the theory expects that co-binding will continue to be practiced, indeed it may become more salient as the assistance and reinforcement of bipolarity and hegemony decline. Similarly, because American hegemony is penetrated and reciprocal, the structural liberal theory does not expect these institutions to decay with the decline of American hegemony—and, if anything, they are likely to become more reciprocal.

On the question of the semisovereignty of Germany and Japan, the structural liberal theory holds that this status, so anomalous to realism, has strong roots in the domestic political systems of these countries, and it is viewed by these states as a successful technique for dealing with the historically grounded fears of their neighbors. From this it follows that semisovereignty is likely to persist and sustain the support of the German and Japanese publics. In the realm of political economy, structural liberalism holds that openness is the product of the imperatives of capitalism rather than balancing and hegemony, and therefore the theory expects that the system will remain and continue to grow in openness. Finally, the evolution toward more complex and similar civic identities, according to structural liberal theory, derives from capitalism, wealth, and the prevalence of liberal norms. Because of this, the theory expects that the end of the Cold War will not contribute to the resurgence of nationalism but that civic identity will continue to be dominant in the West.

It has been less than a decade since the end of the Cold War, and therefore the unfolding of events during this period can provide only preliminary rather than definitive tests of the clash between these competing theories. However, it is striking that the major trends have so far been quite inconsistent with realist expectations and quite consistent with structural liberalism. From the perspective of the last fifty years, it would be difficult to argue that the scope and intensity of conflict between the Western countries have increased measurably since the Cold War’s end. Across the whole range of test issues, the pattern has followed structural liberal expectations. Contrary to the realist expectation, the NATO alliance has not begun to decay; Western leaders have unambiguously reaffirmed its central place. After the Cold War, NATO’s role as the provider of order in Western Europe has become increasingly dominant in its purpose.61 Indeed, the NATO countries have initiated an ambitious program of expansion. The initial entry of the Visegrad countries (Poland, the Czech Republic, and Hungary) during the summer of 1997 signals that NATO is evolving into a security institution that addresses contemporary European security issues. While some advocate and interpret NATO expansion as an insurance policy against Russian resurgence, NATO has simultaneously brought Russia into the formal structure of the alliance through the creation of a NATO-Russian council, and has sought vigorously to reassure Russia that NATO is not an anti-Russian alliance.62 Consistent with structural liberal expectations, this expansion is widely seen as a way to extend the co-binding pattern of Western security practices to cope with the void created by the end of the Warsaw Pact rather than a balancing measure.63 Also consistent with structural liberal expectations, Germany has played a key role on supporting NATO expansion to the east, and authoritative German figures speak of the importance of tying Germany within international institutions as well as mitigating anarchy in Eastern Europe.64
Also, contrary to realist expectations, efforts toward greater European unity have not reversed but have continued to show the same pattern of two steps forward and one step backward—the pattern evident over the last half century. Reflective of the European view on the relationship between European union and security is Helmut Kohl’s defense of further European integration as being necessary in order to avoid a return to anarchy, rivalry, and extreme nationalism.65 On the question of hegemony, America’s major allies have shown no willingness to balance against the United States, and indeed have evinced continued enthusiasm for American leadership. It is striking that the most pointed European criticism of the United States has not been about coercion or heavy handedness, but rather for their perceptions of American unwillingness to lead.66
The stability of German and Japanese semisovereignty, expected by structural liberalism, has also continued. The fact that Germany and Japanese defense spending has fallen more rapidly than American spending is a telling indication that these states are not pursuing great power ambitions and capabilities. As a recent analysis indicates, “Germany, of all the states in Europe, continued to promote its economic and military security almost exclusively through multilateral action. . . .[B]edrock institutional commitments were never called into question, and many reform proposals, notably in connection with the EC, aim to strengthen international institutions at the expense of the national sovereignties of member states, including, of course, Germany itself.”67 While Germany and Japan have been seeking a greater political role in international institutions, most notably the UN Security Council, the United States has supported these efforts.

Similarly, developments in the international political economy are inexplicable to realism, but follow the expectations of structural liberalism. The successful completion of the Uruguay round and the evolution of GATT into the World Trade Organization mark a major widening and deepening of the international free trade regime. The intensive discussions of a Transatlantic Free Trade Area also indicate that the momentum of trade liberalization remains strong. As a result, expectations of the rapid emergence of exclusionary and antagonistic trade blocs have not been fulfilled.68 On the critical case of U.S.-Japanese trade relations, realist expectations of enhanced conflict have been largely confounded. The United States has continued to insist that Japan open its domestic markets and bring its economic practices in line with Western norms, but Japan has not responded with increased intransigence, as the realists expect, but rather has taken major steps toward openness and deregulation—driven by economic necessity as much as American policy. Despite expectations that the post-Cold War domestic realignment in Japan would lead to a strengthened commitment to mercantilist policies and a weakening of U.S.-Japan security arrangements, the Japanese government has affirmed both a commitment to deregulation and greater openness and the primacy of its security treaty with the United States.

Finally, realist expectations that nationalist sentiment would resurge and eclipse civic identities and liberal democratic norms have not been borne out by recent developments. The speed with which the liberal consensus among Western countries responded to incidents of illiberal prejudice and right-wing nationalist violence suggests that liberal identities and values are robust and politically dominant. While there has been an effort on the part of Europeans to exclude non-Europeans from North Africa or people from the lands of the former Soviet empire, the relentless homogenization of cultural life, professional accreditation, educational systems, and business practices has marched onward.

The pattern of events clearly follows the expectations of the structural liberal theory and has so far offered little support for realist expectations. However, the relatively few years of the post-Cold War period indicate that the jury is still out on the ultimate superiority of these competing theories. To escape the implications of these developments, realists might modify their argument with the claim that there has been an overhang in the institutions of the Cold War that accounts for the absence of balancing conflict and institutional decay. However, since key features of the Western system are actually strengthening rather than simply persisting or decaying with imperceptible slowness, this clearly prompts serious doubts about the validity of realist expectations and the theories that generate them.

 

Conclusion
A principal implication of this chapter for international relations theory is that realist theories of balance of power, hegemony, sovereignty, and nationalism fail to capture the core dynamics of the Western political order. We have demonstrated that the Western political order has five distinctive and important components that together constitute structural liberalism: security co-binding, penetrated hegemony, semisovereignty and partial great powers, structural openness, and civic identity and community. The overall Western political order is a complex composite in which these elements interact and mutually reinforce each other. The overall pattern of these elements and their interaction constitute the structure of the liberal political order—the whole is greater than the sum of the parts. Any picture of the West that fails to bring in all these components will fail to capture its structural character.

As realists point out, American hegemony and the bipolar balance helped form and give cohesion to this order. But the penetrated character of hegemony makes it unlike the realist formulation in its mutual and reciprocal operation. Likewise, Western co-binding institutions and practices are a distinctive and independent response to the problem of anarchy among Western states and not something derivative of bipolar balancing. Overall, the Western liberal world exhibits patterns of political order that lie between traditional images of domestic and international politics, thus creating an unusual and distinctive subsystem in world politics.

Although there is good reason to believe that the Western order has a very robust character, the fact that neither realism nor liberalism captures it very well is not only revealing of their theoretical limitations but also troubling in its implications for the maintaining of this system. Because of the Cold War, it is understandable that realpolitik approaches overshadowed liberal ones in policy discourse and practice as well as in academic international relations theory. The hegemonic status of realism has marginalized and displaced the earlier American approaches to international affairs that were more pragmatic and more liberal. The realist characterization of liberalism as idealist and utopian belies its “realistic” sophistication and the extent to which the postwar order was created as a response to the earlier failures of both Wilsonian internationalism and the extreme realism of the interwar period (and its economic blocs, mercantilism, hypernationalism, and imperialism). With the end of the Cold War, the persistence of realism as a dominant approach to international affairs is consequential because of its limited understanding of the Western political order and its inability to provide policy tools for operating within it. Policy agendas derived from realism could also become self-fulfilling prophecies and gradually undermine the Western order, particularly if those agendas include the conversion of Germany and Japan back into “normal” great powers. With the end of the Cold War, it is necessary to recover the theory and practice of structural liberalism so as to chart policy within the Western order.

Liberal theory has also failed to adequately grasp the Western liberal system. The preoccupation of many liberals with building global institutions with universal scope, such as the United Nations, has ironically diverted their attention from understanding and building the liberal order within the West. Similarly, liberal international relations theory is not well situated to understand the Western order because of its lack of accumulation and sense of itself as a long tradition with significant historical accomplishments. Liberal theory’s conceptual focus on process over structure and “micro” over “macro” also contributes to its inappropriate theoretical gauge. Also part of liberalism’s limitations are the deference it gives realism on security issues and its related focus on “low politics” rather than “high politics.” Liberal theory is very heterogeneous and it does capture various components of the Western political order, such as the democratic peace, but it fails to appreciate the West’s distinctive history, architecture, and structure. Given the success of the Western liberal order and its centrality within the larger world system, a liberal international relations theory refocused on structure can lay claim to at least equality with realism.

If structural liberalism does capture the logic of the Western political order, then this suggests that the solidarity, cohesion, and cooperation of these countries will outlast the rise and fall of external threats. At the same time, no political order arises purely spontaneously and no political order endures without practices and programs based on an accurate understanding of its nature. In the post-Cold War era, the absence of bipolarity and the waning of American hegemony does remove forces that have contributed to the Western order. Therefore, to sustain this order, it is worthwhile to think about what might constitute a more self-conscious and robust liberal statecraft. A central task of such a liberal statecraft is the formulation of an agenda of principles and policies that serve to strengthen, deepen, and codify the Western political order.
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5. Preserving the Unipolar Moment: Realist Theories and U.S. Grand Strategy After the Cold War 

Michael Mastanduno 



Realism is now both the dominant paradigm in the study of international relations and the most challenged. During the 1970s, critics turned to bureaucratic politics and cognitive process models to question realism’s emphasis on the unitary rational state, and to interdependence models to challenge its acceptance of the utility and fungibility of military power.1 The beginning of the 1990s brought a renewed wave of criticism, as realists were faulted for having failed to predict or anticipate the end of the Cold War and the peaceful transition to a new era.2 In the immediate aftermath of the Cold War, the dark expectation of some realists of renewed security conflict among major powers has not yet been realized, leading critics to the conclusion that realism’s days are numbered and that it is more sensible to place bets on domestic politics, international institutions, or constructivism to explain state behavior in the international arena.3
Is that conclusion warranted? This chapter takes seriously the challenge of the critics and assesses whether realism is useful in explaining post-Cold War U.S. foreign policy. The Cold War’s passing provides an ideal opportunity to examine the impact of international structural change—a variable of central importance to realism—on state behavior. I focus on the United States because realism’s traditional emphasis has been on the great powers, and after the Cold War the United States has been the dominant power in the international system.

It is critical to stress at the outset that there is no single “theory of realism” and that realism per se cannot be tested, confirmed, or refuted. Realism is a research program that contains a core set of assumptions from which a variety of theories and explanations can be developed.4 Progress within the research program requires the elaboration and testing of specific realist theories, not only against nonrealist alternatives but also, in the case of competing realist theories, against each other.5
Below I focus on two prominent realist theories that offer competing predictions for U.S. behavior after the Cold War. The first is balance-of-power theory, developed most explicitly by Kenneth Waltz.6 The second is a modified version of the balance-of-threat theory developed by Stephen Walt.7 I elaborate the logic of each theory and from each I extrapolate specific sets of predictions for U.S. security policy and for U.S. foreign economic policy.8 I then test these predictions against the (necessarily preliminary) evidence of the post-Cold War era.9
The evidence neither fully supports nor fully contradicts either theory. It does reveal a striking pattern: America’s post-Cold War security and economic strategies are each explained effectively, but by different realist theories. Balance-of-threat theory accounts for the dominant tendency in U.S. security policy: an effort to preserve America’s position at the top of the international hierarchy by engaging and reassuring other major powers. Balance-of-power theory explains the dominant tendency in U.S. foreign economic policy: an effort to mobilize for national economic competition against other major powers. Since each theory provides a plausible explanation for a central aspect of post-Cold War U.S. foreign policy, it would be imprudent to follow the advice of realism’s harshest critics and abandon the core paradigm. Yet, realists are hardly in a position to declare victory and go home. The evidence from this single case suggests a need for the further refinement and testing of competing realist theories and for the testing of the stronger realist theories against nonrealist alternatives.

In substantive terms, the realist framework illuminates two key developments in contemporary U.S. foreign policy. First, contrary to those who see U.S. security policy after the Cold War as incoherent or directionless, I argue that U.S. officials have in fact followed a consistent strategy in pursuit of a clear objective—the preservation of America’s preeminent global position.10 This grand strategy of preserving primacy has spanned the Bush and Clinton administrations, notwithstanding differences in their foreign policy rhetoric. It has decisively shaped U.S. relations with Japan, Germany, Russia, and China. Second, America’s foreign economic policy has worked at cross-purposes with America’s national security strategy. In relations with other major powers, the United States, in effect, has been trying simultaneously to play “economic hardball” and “security softball.” U.S. officials have been forced to manage the resulting contradiction in order to prevent the friction generated by its foreign economic policy from spilling over and frustrating the attainment of its primary national security objective.

The next two sections of this article examine U.S. security strategy after the Cold War. I lay out balance-of-power theory, generate predictions, and assess them in light of the available evidence. I then do the same for balance-of-threat theory. The following two sections take up U.S. economic strategy after the Cold War. I apply each theory in the area of foreign economic policy, generate predictions, and compare the predictions to the available evidence. A final section discusses theoretical and policy implications.

 

Balance-of-Power Theory and U.S. Security Strategy After the Cold War
Waltz’s balance-of-power theory remains the most prominent neorealist theory of international relations.11 From the premises that the international system is anarchic and that states are “like units,” Waltz derives the behavioral expectation that balances of power will form and recur. Variations in the distribution of capabilities across states produce different configurations of the balance of power. Multipolar balances are likely to be more war-prone than bipolar balances, and in the latter configuration great powers will rely more on internal than external balancing to assure their survival and protect their interests.

Waltz is careful to emphasize that the purpose of his theory is to explain international outcomes, not the foreign policies of particular states. He claims that “the behavior of states and statesmen is indeterminate.”12 This is not entirely convincing, however, because the international structure provides opportunities and constraints that shape state behavior significantly, even if they do not determine it entirely. In a recent article, Waltz himself argues that “neorealist, or structural, theory leads one to believe that the placement of states in the international system accounts for a good deal of their behavior.”13 He suggests, for example, that the similar structural placement of the United States and Soviet Union in bipolarity should have led to “striking similarities” in their behavior. As evidence, he points to convergence in their armaments policies, military doctrines, and intervention habits.14 International structural theory, then, should be useful in explaining the foreign policies of particular states.15
States respond to the particular features of their international structural environment.16 The end of the Cold War and the collapse of the Soviet Union as one pole in a bipolar system clearly represent significant changes in the international environment. What expectations follow with regard to the national security strategy of the United States?

Balance-of-Power Logic and Predictions
The first task is to characterize the new structure. This is not straightforward, due to the imprecision of measurement that is characteristic of much of the realist literature on polarity.17 Waltz complicates the issue by suggesting that after the collapse of the Soviet Union “bipolarity endures, but in an altered state,” because “militarily Russia can take care of itself.”18 This is hard to square with the more common assessment of realists, shared explicitly by Waltz, that to be a great power a state needs to excel not in one area but across a range of capability attributes. For Morgenthau, the list includes geography, industrial capacity, military preparedness, and more elusive categories such as national character, morale, and the quality of government.19 Waltz tells us that great power rank depends on how states score on a combination of attributes—size of population, resource endowment, economic capability, military strength, and political stability and competence—although he does not propose anything to serve as a scorecard.20
Even without precise measurement, to focus on a range of power attributes leads to the conclusion that the United States is now in a category by itself. Only the United States currently excels in military power and preparedness, economic and technological capacity, size of population and territory, resource endowment, political stability, and “soft power” attributes such as ideology.21 All other would-be great powers are limited or lopsided in one critical way or another. Thus many commentators and theorists have concluded that the current structure is unipolar. In an article extending Waltz’s theory to the post-Cold War era, Christopher Layne opens with the assertion that “the Soviet Union’s collapse transformed the international system from bipolarity to unipolarity.”22
Balance-of-power theory is very clear about the behavioral implications of unipolarity. States seek to balance power, and thus the preponderance of power in the hands of a single state will stimulate the rise of new great powers, and possibly coalitions of powers, determined to balance the dominant state. Layne writes that “in unipolar systems, states do indeed balance against the hegemon’s unchecked power.”23 The question is not whether new powers will rise and balance, but when; and to Layne the answer is similarly clear—“fairly quickly.” Waltz and Layne both anticipate a rapid transition, and each suggests that unipolarity will be transformed into multipolarity by the first or second decade of the twenty-first century.24 Since neorealists expect a multipolar world to be more conflictual than a bipolar world, it is not surprising that they tend to be pessimistic regarding the prospects for peace and cooperation among great powers.25
The overall logic of this argument directs neorealists to focus attention on the calculations and capabilities of those states most likely to rise up and balance the power of the preponderant state. Waltz concentrates on Japan, which he views as “ready to receive the mantle [of great power status] if only it will reach for it,” and on the prospects for Germany, China, the European Union, and Russian revival.26 Mearsheimer, playing out the implications of balance-of-power logic in the regional context, analyzes the incentives for Germany to acquire nuclear capabilities.27 Layne looks backward as well as forward in seeking to establish that unipolar systems existed in the past and stimulated the rise of new challengers. Like Waltz, he considers Japan to be America’s most likely future geopolitical rival and does not count out the possibility of a future hegemonic war between the two.28
But what does a unipolar structure imply for the behavior of the state situated at the top of the international hierarchy? The answer suggested by balance-of-power theory is somewhat ironic. On the one hand, the preponderant state in a unipolar system is in an enviable position. It is significantly unconstrained and enjoys wide discretion in its statecraft. The contrast with a bipolar structure, within which that same state is compelled to react to events and tailor policies according to their impact on the bipolar competition, is striking. Yet on the other hand, the preponderant state is helpless to perpetuate this attractive state of affairs. The mere fact of its preponderant power guarantees the rapid rise of competing powers. In short, we should expect the dominant state to savor the unipolar moment, but recognize that it will not last.

Balance-of-power theory suggests further that efforts to preserve unipolarity are bound to be futile and likely to be counterproductive. Instead, the rational strategy for the dominant state is to accept the inevitability of multipolarity and maneuver to take advantage of it. Layne develops the logic most explicitly, and explains the futility of any U.S. effort to preserve its preponderance: “A policy of attempting to smother Germany’s and Japan’s great power emergence would be unavailing because structural pressures will impel them to become great powers regardless of what the United States does or does not do.”29 Waltz takes a similar position, reflected in his often-quoted statement that “NATO’s days are not numbered, but its years are,” because potential great powers such as Germany will not tolerate the constraints of a U.S.-dominated institution.30 Instead of seeking to preserve its preponderance, Layne argues that it is rational for the United States to adopt a posture of “strategic independence,” taking on the role of “offshore balancer.”31 Specifically, the United States should extricate itself from its security commitments and forward deployments in Europe and Northeast Asia. It should depend on the dynamics of global and regional balances, and should commit itself militarily as a “last minute” balancer if and only if the balancing efforts of other states fail to prevent the emergence of a new global hegemon.

To summarize, the logic of balance-of-power theory leads plausibly to three predictions of relevance to U.S. security policy in the post-Cold War era. First, we should see the United States, liberated from the confines of the bipolar structure, behaving as an “unconstrained” great power with considerable discretion in its statecraft. Second, we should find evidence that other major powers are, in Waltz’s words, “edging away” from the United States and balancing or preparing to balance against it. Third, we should see evidence that the United States accepts the inevitability of multipolarity, which would lead it rationally to disentangle itself from its Cold War commitments and move toward a posture of strategic independence. The evidence at this stage can only be preliminary, but the general tendencies should be clear.

Balance of Power Evidence
There is support for the first prediction, and the evidence is clearest in U.S. intervention policy. Although balance-of-power theory may not be able to predict where and when the United States will intervene, we should see significant differences in the pattern of intervention as the international structure changes from bipolarity to unipolarity. More precisely, in the bipolar structure we actually should be able to find a pattern, because the United States was responding to strong constraints and a consistent set of signals from the international system. There was indeed a pattern: the United States intervened fairly consistently to support anti-Soviet or anti-Communist regimes around the world.32
In the unipolar structure the international constraints have been lifted, and, in the absence of clear signals from the international structure, intervention policy should become more haphazard and episodic. The U.S. response to the breakup of Yugoslavia is instructive. If that breakup had occurred during the Cold War, managing the ensuing conflict would have been an immediate and overwhelming priority for U.S. foreign policy. The prestige and resolve of the United States and Soviet Union would have been engaged, and there would have been a strong temptation to line up support for opposing sides and engage in a proxy war. As it was, United States was left with considerably more room to maneuver. As the single dominant power, the United States was free to redefine the problem over a five-year period as one not of vital interest, as one of vital interest, as a European problem, as a humanitarian problem, as a war of aggression and genocide, and as a civil war requiring an honest broker to make peace.

The lack of significant constraint is evident in other ways as well. In the bipolar system U.S. officials worried greatly, some would say obsessively, about the costs to U.S. credibility and prestige of failed or aborted interventions. After the Cold War, U.S. officials seem far less concerned about such less-than-successful interventions. In Somalia, the United States moved quickly from a humanitarian mission to a more ambitious nation-building exercise, but abruptly ended its efforts after taking relatively light casualties in a firefight. In Haiti, a U.S.-led intervention attempt was initially turned back by a rock-throwing mob. Subsequently, the United States engaged its prestige publicly with a clear ultimatum to Haiti’s rebellious military, only to scramble at the deadline it set itself for a face-saving compromise with the same rebellious leaders in order to avoid a military encounter.

Commentators have searched in vain for a pattern to U.S. intervention policy since the end of the Cold War. After the Persian Gulf intervention, some anticipated that the United States would take on the role of “global policeman” to enforce order in the international system. But U.S. intervention in Iraq was followed by a clear reluctance to intervene in Bosnia, leaving many to speculate that the presence or absence of oil may have been the determining factor. There was no oil in Somalia, but there was U.S. intervention, clearly driven by humanitarian concerns. Yet similar concerns, even more prominently on display in Rwanda, were met by U.S. resistance to intervention.33
There is much less evidence in support of the second and third predictions of balance-of-power theory. Since balance-of-power theorists expect the transition to multipolarity to be rapid, by now we should be observing other major powers edging away from and balancing the United States, and we should see the United States disentangling itself from its Cold War commitments, or at least hedging its bets.

Layne and Waltz each provide suggestive evidence of other powers distancing themselves from the United States. Both cite isolated examples of remarks by public officials and academics in the relevant countries suggesting that unipolarity is not a desirable state of affairs. They also point to the desire of Japan and Germany for seats on the UN Security Council, their initial participation in UN peacekeeping efforts, and the role of Germany in forcing the European Community to recognize Croatia’s and Slovenia’s break from the former Yugoslavia.34
The bulk of the evidence to this point, however, does not support balance-of-power theory and suggests that a stronger case might be made for the opposite of the theory’s predictions. Rather than edging away from the United States, much less balancing it, Germany and Japan have been determined to maintain the pattern of engagement that characterized the Cold War. German officials continue to view the persistence of NATO and forward deployment of U.S. forces within NATO as the cornerstone of their national security strategy. Japan’s official strategy continues to be oriented around the maintenance and strengthening, for a new era, of the U.S.-Japan security treaty. Neither China nor Russia, despite having some differences with the United States, has sought to organize a balancing coalition against it. Indeed, a main security concern for many countries in Europe and Asia is not how to distance from an all-too-powerful United States, but how to prevent the United States from drifting away.

For its part, the United States has been determined to remain engaged. Rather than prepare for multipolarity by disentangling itself from Cold War commitments, the central thrust of post-Cold War U.S. strategy in Europe, North Asia, and the Middle East has been to reinforce and even deepen those commitments. The United States is seeking to preserve the status quo in security relations with its Cold War allies, and is seeking to engage and integrate its Cold War adversaries, Russia and China, into an order that continues to reflect the design and preserves the dominant position of America.

 

Balance-of-Threat Theory and U.S. Security Strategy After the Cold War
The inability of balance-of-power theory thus far to predict effectively U.S. behavior (or that of other major powers) should not lead to the conclusion that “realism” is a useless framework for analyzing international relations after the Cold War. Other theories from within the realist research program may provide more effective explanations. In this section I elaborate the logic and extrapolate predictions for balance-of-threat theory, and apply those predictions to U.S. security strategy.

Balance-of-Threat Logic and Predictions
Stephen Walt expects balancing behavior to be the general tendency in international relations, but he departs from Waltz and his followers on the motivation underlying balancing behavior. Walt argues that balancing behavior is most usefully understood as a response to threat.35 The extent to which states appear as threatening to others depends on a variety of factors, including, but not limited to, the aggregate power resources of the state. Power and threat overlap, but are not identical.36 Geographic proximity, offensive capability, and aggressive intentions are also relevant considerations.37 For Walt, “states that are viewed as aggressive are likely to provoke others to balance against them.”38
The implications of Walt’s revision of balance-of-power theory are significant. In a world in which balancing behavior is the norm and balancing is a response to threat, it is often rational for states to pursue policies that signal restraint and reassurance. Walt argues that “foreign and defense policies that minimize the threat one poses to others make the most sense in such a world.”39 Jack Snyder similarly contends that aggression that threatens other great powers diminishes a state’s security in a balance-of-power system.40
The logic of balance-of-threat theory suggests that whether or not states balance a dominant state will depend at least in part on the foreign policy behavior of the dominant state. In the current unipolar context, the rapid rise of new powers to balance the United States is not a foregone conclusion. U.S. behavior can affect the calculations of other major states and may help to convince them that it is unnecessary to engage in balancing behavior.41 By this logic, a rapid transition from unipolarity to “great power rivalry in a multipolar setting” is not inevitable. Unipolarity will not be preserved forever, but balance-of-threat theory implies that it may be sustainable for a meaningfully longer period than balance-of-power theorists anticipate.42
This implication is important because unipolarity is a preferred world for the United States. In a unipolar world, security threats to the United States are minimized and foreign policy autonomy is maximized. According to realist logic, any great power should prefer to be a unipolar power, regardless of whether or not it possesses expansionist ambitions. For the state at the top, unipolarity is preferable to being a great power facing either the concentrated hostility and threat of a bipolar world or the uncertainty and risk of miscalculation inherent in a multipolar one.

If balance-of-threat theory is correct in positing that states weigh intentions, and not just capabilities, in deciding whether to balance, what predictions follow with regard to post-Cold War U.S. foreign policy? The most important prediction one can infer from the theory is that, as an overall security strategy, the United States will attempt to prolong the “unipolar moment.” If unipolarity is the preferred world for the United States, and if the rapid collapse of unipolarity is not inevitable because balancing is a response to threat, then we should anticipate that U.S. officials will pursue policies aimed at dissuading other states from rising to great power status and, singly or in combination, balancing against the United States.

It is difficult to pin down the specific policies the United States would pursue in the effort to preserve its preeminent position. It is possible, however, to infer general policy predictions from the logic of the theory. For example, it is reasonable to expect that the dominant state in a unipolar setting will rely on multilateralism in its international undertakings.43 Multilateral decisionmaking procedures may be less efficient, and powerful states are often tempted to act unilaterally. But multilateral procedures are more reassuring to other states and may help to convince them that their preferences matter, and that they are not simply being coerced or directed to follow the dictates of the dominant state.44
We must also infer from balance-of-threat theory a set of predictions regarding how the dominant state will deal with potential challengers. Again, intentions matter. Just as the behavior of potential challengers will be affected by how they view the intentions of the dominant state, so, too, the behavior of the dominant state will be influenced by its understanding of the foreign policy intentions of potential challengers. The distinction made in classical realism between status quo and revisionist states is useful here. Hans Morgenthau contrasts the status quo nation, whose foreign policy is oriented toward not challenging the existing distribution of power at a particular time, with the imperialist nation, whose foreign policy seeks a reversal of existing power relations.45 Imperialist or revisionist states tend to be unhappy with the rules governing the international system and the distribution of benefits within that system. Many other realists have built upon this distinction, including Jack Snyder in his analysis of empire, Randall Schweller in his explanation for World War II, Robert Gilpin in his account of hegemonic war and change, and William Wohlforth in his explanation for the end of the Cold War.46
We can infer that the response of the dominant state will be shaped by whether other states are revisionist or status quo oriented in their foreign policy orientation. Balance-of-threat theory should predict policies of accommodation and reassurance from the dominant state in its dealings with status quo states. The purpose of these policies is to reinforce in status quo states the conviction that they are secure and do not need to expand military capabilities significantly and challenge the existing order. Specifically, we should expect the dominant state to avoid, in its own foreign policy, behavior that would be perceived as threatening by status quo states; to help to deter or deflect other threats to the security of status quo states; and to help to provide “outlets” or opportunities for status quo states to demonstrate power or enhance prestige without challenging the existing order.47
In dealings with revisionist states, we should anticipate that the dominant state will adopt policies of containment and confrontation. Revisionist states are committed to upsetting the existing international order, and in that sense threaten the primary foreign policy objective of the dominant state. We should expect from the dominant state an effort to organize diplomatic and military coalitions, and at the extreme military action, against revisionist states48
Some potential challengers may be neither status quo nor revisionist. They may be “on the fence,” uncertain which way their foreign policy will eventually fall. Balance-of-threat theory leads us to anticipate that the dominant state will approach these challengers with policies of accommodation in the hope of nudging them to support the status quo, rather than with policies of confrontation that would drive them unambiguously into the revisionist camp. We should expect the dominant power to adopt the same set of policies predicted for status quo states, and additionally to take steps to integrate these “undecided” states more fully into the existing order so that, by sharing the benefits of that order, they will have less incentive to destabilize or transform it.

The dominant state in a unipolar structure is in a relatively good position to accept the risks inherent in a foreign policy orientation that errs on the side of reassurance. As the sole dominant power it is best able to afford, at least in the short run, to accommodate a state masking revisionist intentions. What would be a “fatal” mistake for a state facing a challenger of equal or greater power is more likely to be a costly but recoverable mistake for the preponderant power in a unipolar setting.

To summarize, the logic of balance-of-threat theory leads to three predictions for U.S. security policy after the Cold War. First, we should expect, as the centerpiece of U.S. grand strategy, an effort to prolong the unipolar moment. Second, we should anticipate that the United States will adopt policies of reassurance toward status quo states, policies of confrontation toward revisionist states, and policies of engagement or integration toward undecided states. Third, we should see the United States emphasizing multilateral processes in its foreign policy undertakings. Before examining the evidence, it is necessary as a preliminary step to discuss the foreign policy orientations of America’s potential challengers.

The Status of Potential Challengers
In the current international system, the United States is in the enviable position of not facing any state, or coalition of states, that combines great power capability with clear intent to destabilize the existing order. Instead, the United States faces two potential great powers whose international situation and foreign policy behavior suggest a preference for the status quo, and two others who sit on the fence, with foreign policy intentions and aspirations more uncertain.

Japan and Germany are part of the victorious coalition that prevailed over the Soviet Union in the just concluded hegemonic struggle. Rather than challenging U.S. hegemony, they are currently status quo powers, content to play a subordinate role within a U.S.-dominated system. The cornerstone of German security policy is the perpetuation of NATO, including the maintenance of U.S. forces in Europe and the U.S. nuclear guarantee. In 1994 German Chancellor Kohl described the U.S. presence as an “irreplaceable basis for keeping Europe on a stable footing,” and that sentiment is echoed routinely by high German officials.49 German participation in the West European Union and the Eurocorps has been based on the presumption that European military forces must be integrated into NATO rather than standing as autonomous units.50
Japan continues to reaffirm the centrality of the U.S.-Japan Security Treaty, which obliges the United States to defend Japan, if necessary with nuclear weapons, and which leaves Japan a partial military power. A comprehensive report on Japan’s post-Cold War security strategy put forth in late 1994 by the Defense Issues Council, a prominent advisory body to the Prime Minister, called for the two countries to “perfect” their bilateral security relationship, which continued to be “indispensable both for the purpose of making Japan’s own safety still more certain and for the purpose of making multilateral security cooperation effective.”51 Although its neighbors have been increasing their military spending, Japan’s official long-term planning document, released in 1995, called for a reduction in military forces and equipment, strongly suggesting a preference for continued reliance on the United States to address regional security threats.52
For both Japan and Germany, continuities in foreign policy strategy after the Cold War outweigh major differences. Each state was a major beneficiary of the previous international order, and Germany also shared significantly in the “spoils” of the Cold War settlement by recovering the former East Germany. Future intentions are uncertain, but in the absence of unforeseen threats to their security, Japan and Germany are more likely to support the existing order than to challenge or undermine it.53
Russia’s predicament and behavior suggest a different assessment. Since 1993 Russia has pursued a more assertive foreign policy, most evident in its coercive and interventionist behavior in the “near abroad” and in its desire to influence events in territorially proximate regions such as the Balkans and the Persian Gulf. None of this should come as a shock: the decline in Soviet/Russian prestige and influence was so sharp over such a short period of time that one would expect Russia to seek, in the wake of the collapse, to restore some elements of its former great power status and exercise influence as a regional power. Yet, whether that effort will lead ultimately to a renewed strategy of global revisionism is certainly not a foregone conclusion. Russia does not currently possess an expansionist ideology. It has an ongoing need to attend to pressing economic problems at home, and requires international assistance in that effort. And, after decades of being perceived as a destabilizing force, Russia’s leaders have a desire to be treated and respected as responsible players in the international system, and to share the benefits, especially economic, of that system. Although tensions between Russia and the West have increased since the “honeymoon period” of 1990–91, Russia’s overall approach to the West has remained a cooperative one, and Russia has shown little inclination to enlist others to balance the preponderant power of the United States.54
China’s combination of rapid growth, international ambition, and a history of discontent with what it perceives as humiliation at the hands of great powers makes it a more likely candidate to launch a global revisionist challenge. China’s per capita GDP has almost quadrupled since 1978; it continues to develop and modernize its military capability; and it seems increasingly willing to threaten the use of force to achieve its foreign policy objectives, particularly with regard to Taiwan and the South China Sea.55 China has the potential for a destabilizing combination of capabilities and intentions. Yet even in this case, a revisionist challenge is not inevitable. China’s power position depends on sustaining rapid economic growth over many years, which, in turn, depends on the maintenance of political stability. Neither are guaranteed. While China, like Russia, seems determined to throw its weight regionally, it has also exhibited a desire to be respected as a responsible great power and to share the benefits of the existing international order. And, although U.S.-Chinese relations have been strained by the 1989 Tiananmen incident, China’s post-Cold War military acquisition pattern does not reflect a strategy of balancing the United States, it has not tried to organize an anti-American united front, and its economic dependence on the United States has increased.56
Balance-of-Threat Evidence
U.S. security policy since the end of the Cold War has conformed, although not completely, to the predictions of balance-of-threat theory. U.S. officials have sought to preserve America’s dominant position through efforts to convince the status quo states of Japan and Germany to remain partial great powers, and to integrate the undecided states of Russia and China into a U.S.-centered international order.57 U.S. officials have emphasized multilateral coalitions and decisionmaking processes, particularly in cases of military intervention.

To be sure, neither the Bush nor the Clinton administration has advertised, in foreign policy pronouncements, the goal of preventing other states from challenging the preeminent position of the United States.58 The grand strategy of preserving unipolarity, however, was laid out clearly in the much-discussed Defense Planning Guidance leaked to the press in 1992.59 The paper concluded that, following the defeat of the Soviet Union, “our strategy must now refocus on precluding the emergence of any future global competitor.” The United States “must establish and protect a new order that holds the promise of convincing potential competitors that they need not aspire to a greater role.” It must “retain the pre-eminent responsibility for addressing those wrongs which threaten not only our interests, but those of our allies or friends, or which could seriously unsettle international relations.” Although U.S. officials publicly distanced themselves from the Guidance at the time it was leaked, its logic and arguments have in fact shaped U.S. security policy.

For example, U.S. policy has been dedicated to dissuading Japan from becoming a “normal” great power by deflecting threats to Japanese security, providing avenues for Japan to exhibit international responsibility despite lacking great power status, and assuring that U.S. behavior does not exacerbate Japanese insecurity. The bilateral security treaty remains the key to the relationship for the United States. Shortly after the collapse of the Soviet Union, U.S. officials had announced plans for a continual reduction in troop levels in Asia, but in 1994 the Pentagon called for a halt in the process in order to allay anxieties among Japanese and Asian officials that the United States might be contemplating a phased withdrawal. On the contrary, U.S. officials have termed their strategy for Asia “deep engagement.” It calls for the maintenance of the forward deployment of U.S. forces and a commitment to a stabilizing regional role over the indefinite future. In the words of Joseph Nye, then Assistant Secretary of Defense, “For the security and prosperity of today to be maintained for the next twenty years, the United States must remain engaged in Asia, committed to peace in the region, and dedicated to strengthening alliances and friendships. That is what we propose to do.”60 The U.S. strategy is designed to convince Japan that America will deter possible threats from Russia or China, and that although Japan should contribute to that effort, there is no need for Japan to replicate the U.S. effort by becoming a full great power. The U.S. presence is intended to reassure Japan’s neighbors as well, and to dampen incentives for regional arms races generated by insecurity.

U.S. officials have responded to threats that might, if left unattended, create incentives for Japan to develop independent military capabilities. The U.S.-led war in Iraq served multiple purposes, one of which was to maintain predictable access to Persian Gulf oil, on which Japan depends far more for its economic prosperity than does the United States. The U.S. effort to thwart North Korea’s nuclear ambitions was consistent with U.S. nonproliferation strategy in general, and also with the regional strategy of reassuring Japan and discouraging it from having to acquire nuclear capabilities itself. U.S. officials have also been eager to encourage Japan to take on greater international responsibilities that do not require the full attributes of a great power. They have urged Japan to play a greater role in the management of international economic and environmental problems, and have encouraged Japan to take on international peacekeeping obligations, particularly in southeast Asia but in Africa as well.

“Deep engagement” is similarly an apt characterization of the post-Cold War U.S. security strategy in Europe. During the Cold War, the unstated assumption was that NATO’s purpose was threefold: to keep the Americans in, the Russians out, and the Germans down. NATO and the European Community were the critical mechanisms to bind Germany and France together and to anchor Germany in a trans-Atlantic political and security community. Following the Cold War and German unification, the United States has continued to pursue a strategy designed to harness the great power potential of Germany while providing for German security in Europe.61 For U.S. officials, support for German unification and the preservation of NATO with Germany as a full partner within it went hand-in-hand as crucial elements in the post-Cold War settlement.62 Rather than “edging away” from NATO and the security obligations it imposes, U.S. officials have made clear their intention to transform the alliance and maintain it indefinitely.

The United States has also continued to support European integration, even as members of the European Union contemplate deeper commitments such as monetary and political union and the coordination of foreign and defense policies. Deeper integration has raised the potential for conflict between NATO and emerging European defense cooperation in the Western European Union and Eurocorps. The United States has been willing to support intra-European defense initiatives as long as they remain subordinated to NATO commitments.63 U.S. officials engineered an arrangement with their European counterparts in 1994 to assure that the Western European Union would utilize rather than replicate NATO’s military structure, and that the Eurocorps would come under NATO command during crisis or wartime.64
Balance-of-threat theory would anticipate U.S. intervention in conflicts that threaten regional stability and carry the potential for other major powers to develop and project independent military capabilities. America’s reluctant and vacillating policy toward the Bosnian conflict between 1991 and 1994 does not square with this expectation. By 1995, however, U.S. strategy coalesced and U.S. officials placed the cohesiveness of NATO at the top of their Bosnian policy agenda. In a critical National Security Council meeting late in 1994, the Clinton administration decided, in the words of one official, that “NATO is more important than Bosnia,” and, in deference to its allies, backed away from its commitment to use air power to protect the safe area of Bihac.65 Subsequently, in an effort to unite NATO and assure that German and Russian involvement was closely coordinated with the United States, U.S. officials hosted and orchestrated a peace settlement among the warring parties and backed their diplomacy with a commitment of 20,000 ground troops.66
Turning to the undecided powers, balance-of-threat theory would predict a U.S. attempt to steer Russian foreign policy away from a possible revisionist challenge and toward support for the status quo. We should expect U.S. efforts to avoid threatening Russian security, to provide opportunities for Russia to recover lost prestige, and to integrate Russia into the existing international order. Indeed, the United States was careful not to provoke or humiliate Russian leaders as the Soviet Union collapsed: recall President Bush’s concern that the West not be perceived as dancing triumphantly on the ruins of the Berlin Wall.67 U.S. officials have also reacted cautiously to Russia’s internal security problems and have resisted any temptation to encourage or exploit political instability. They essentially condoned Yeltsin’s 1993 assault on the Russian Parliament, and their response to Russian aggression in Chechnya has been critical although restrained. Statements of disapproval have been accompanied by the notable absence of sanctions, despite obvious human rights concerns, and by public acknowledgments that Chechnya is part of the Russian federation.68
U.S. officials have also tried to bolster Russia’s prestige through initiatives intended to highlight Russia’s stature as an international actor. Invitations to Russian leaders to attend G-7 summits are one example, and the decision to grant Russia status as the “co-chair” of the U.S.-led Madrid peace conference on the Middle East is another. The Clinton administration worked out a delicate compromise to allow Russian forces to participate in the Bosnian peacekeeping effort under U.S. command when it became evident that Russia desired participation but was unwilling to do so under NATO command.69 The United States also undertook a major diplomatic effort to ensure Russia’s role as a “founding member” and major partner in the construction of a new export control regime, the successor to CoCom, designed to stem the flow of technology and weapons to dangerous states in the developing world. In the interest of furthering Russian economic reform, U.S. officials have facilitated Russia’s access to the resources of the International Monetary Fund, to the point of raising questions as to whether Russia has been treated more generously than other recipients.70 And they have sought to deepen cooperation with Russia in a revitalized United Nations and in the ongoing nuclear and conventional arms control processes.

One apparent anomaly for balance-of-threat theory is the U.S. commitment to NATO expansion. Russian leaders view NATO expansion as a political affront and a threat to Russian security. In the absence of an imminent threat from Russia, balance-of-threat theory would predict that the United States would resist rather than promote the expansion of NATO to Russia’s doorstep.71 Nevertheless, U.S. officials have encouraged NATO expansion and called for extending full membership to an initial group of East European countries in 1999.

The rationale for NATO expansion is multifaceted and complex, and on reflection the initiative is not wholly inconsistent with the U.S. grand strategy of preserving preponderance. NATO expansion extends and institutionalizes the U.S. presence in the historically turbulent zone of instability between Russia and Germany. Rather than as the harbinger of a new containment strategy, it is a hedge not only against future Russian expansion, but also against an independent German Ostpolitik and possible German-Russian conflict.72 The U.S. desire to stabilize Eastern Europe yet not offend Russia has forced U.S. officials into a delicate balancing act. They have stressed publicly that Russia does not hold a veto over NATO expansion, but have clearly been influenced by Russia’s concerns. U.S. officials have sought to make NATO “Russia-friendly” through Russian participation in the Partnership for Peace, and they have searched with Russian leaders for a formula that would make NATO expansion politically acceptable to Russia.73
For China, as for Russia, balance-of-threat theory would predict a U.S. policy that stressed engagement and integration rather than containment. The overall U.S. approach to China is consistent with this prediction. Assistant Defense Secretary Nye argued in 1995 that “it is wrong to portray China as an enemy. Nor is there reason to believe China must be an enemy in the future. . . .A containment strategy would be difficult to reverse. Enmity would become a self-fulfilling prophecy.”74 The Clinton adminstration has termed its alternative strategy “comprehensive engagement,” and its primary objective, as Kenneth Lieberthal has noted, is to facilitate China’s integration into the existing international order on the condition that China accept the rules of that order and not seek to undermine it.75 In short, the strategy seeks what to many seems improbable: to turn China into a status quo power.

A key element of the U.S. approach is closer defense and security cooperation with China. U.S. officials helped to convince China to join the nuclear nonproliferation regime and have engaged Chinese leaders in high-level dialogues on regional security and defense conversion. In the interest of a broader cooperative relationship, the Clinton administration in May 1994 backed away from the priority it had granted to human rights concerns in China policy and explicitly severed the connection between human rights and the granting of Most-Favored-Nation (MFN) status for China.

Although U.S. officials believe that Chinese “misbehavior” continues to strain the bilateral relationship, their response has been muted. Early in 1996, the Clinton administration determined that Chinese sales of nuclear technology to Iran and Pakistan violated nonproliferation rules, but worked to soften the sanctions it was required by law to impose on China.76 In March 1996, as China threatened military action against Taiwan, the adminstration responded with “strategic ambiguity”—a display of naval force it hoped would be sufficient to deter China and reassure others in the region without provoking a confrontation with China. In a strong signal of the administration’s preference for business as usual, National Security Adviser Anthony Lake stated publicly in the midst of the crisis that the administration planned to renew MFN status for China, even though the State Department’s annual human rights report was strongly critical of China.77
This review of U.S. relations with potential challengers suggests that balance-of-threat theory provides a strong explanation for U.S. security policy after the Cold War, and one that is more persuasive than that offered by balance-of-power theory. Balance-of-threat theory also anticipates the emphasis in U.S. security policy on multilateral decisionmaking procedures. To be sure, “multilateralism,” and especially the United Nations, became targets of opprobrium in the U.S. Congress and in American public opinion after the aborted intervention in Somalia. Nevertheless, as the Persian Gulf and Bosnian crises illustrate, the preferred strategy of the U.S. executive after the Cold War has been to rely on the UN Security Council to authorize the use of force or strong diplomatic initiatives, and then to proceed with U.S.-orchestrated military or diplomatic coalitions.78 Multilateral decisionmaking processes help the United States to exercise its dominant power with legitimacy. They are key instruments of statecraft—indeed, of realpolitik—for a dominant state that is seeking, in a unipolar setting, to convince other states to cooperate with it rather than to balance against it.

 

Balance-of-Power Theory and U.S. Economic Strategy After the Cold War
All realists assume that economic relations are a function of and subordinate to political relations; that the state is a distinct actor with its own goals; and that states, in their economic relationships, must remain sensitive to the possibility of military conflict.79 Both balance-of-power and balance-of-threat theory build on these assumptions, but, as with security strategy, each generates different predictions for U.S. economic strategy after the Cold War. Balance-of-power theory predicts that the primary focus of U.S. foreign economic policy will be to improve America’s relative position in economic competition with other major powers. Balance-of-threat theory predicts that the United States will use its economic relationships and power as instruments of statecraft to reinforce its security strategy toward other major powers. In security strategy, post-Cold War U.S. behavior has been more consistent with the predictions of balance-of-threat theory. In economic strategy, however, U.S. behavior has been more consistent with the predictions of balance-of-power theory.

Balance-of-Power Logic and Predictions
Realists emphasize that international economic interactions among states are inherently competitive, most importantly because of the close connection between economic and military power. Throughout history, the military capabilities of a state have depended on the size and level of development of its economy; great economic powers have become great military powers. If economic power is the basis for military strength, then states that are competitive in the military arena will naturally compete, with a sensitivity to relative position, in the economic arena.

In the contemporary era, however, the connection between economic and military capability is not as tight. Nuclear weapons make it possible to develop formidable military power without having great economic capability.80 Furthermore, in a nuclear era the prospects for hegemonic war among great powers may be remote, which further diminishes the strategic importance of relative economic position.81 Do these considerations, for balance-of-power theorists, imply that international economic competition no longer matters?

The answer is clearly no. Waltz, for example, argues that “economic competition is often as keen as military competition, and since nuclear weapons limit the use of force among great powers at the strategic level, we may expect economic and technological competition among them to become more intense.”82 Balance-of-power theorists point to four reasons.83 First, the prospects for war among major powers may be remote, but they never disappear completely. Today’s benign security environment is tomorrow’s threatening one, and today’s stalemate in military technology is tomorrow’s unforeseen breakthrough in military technology. Economic growth rates and technological advantages cumulate, so that small gaps in the present may become large gaps in the future. Second, even in the absence of threats to military security, states worry about foreign policy autonomy. Increases in relative economic capability increase foreign policy autonomy, because economic resources can be used to influence other states and to minimize vulnerability to the influence attempts of others.84 Third, states compete to enhance national economic welfare. Prosperity, like security, can be shared, and the pursuit of it is not necessarily a zero-sum game. When scarcities exist, however, international economic relations necessarily become more competitive, and states may struggle over access to capital, natural resources, markets, jobs, or advanced technologies. Finally, success in economic competition brings to a state intangible but potentially important benefits in international status and prestige. Governments, like individuals, are probably more concerned with relative rankings than they are inclined to admit. Not every state is obsessed with being “number one,” but most states are likely to derive some benefit from a higher ranking in economic competition (or in education, or sports) relative to states they consider to be their peers.85
For balance-of-power theory, international economic relations remain an integral part of the ongoing struggle for power and influence among nation-states. But to infer specific predictions for a state’s foreign economic policy requires us to recognize again that states respond to the opportunities and constraints of the international structural environment they face. Foreign economic policy depends on the position of the state in the international economic structure86 and the international security structure.87
During the Cold War, U.S. foreign economic policy responded to the incentives of both structures. The emergence of the United States as the dominant economic power led U.S. officials to abandon their traditional policies of economic nationalism in favor of a commitment to construct and maintain a liberal international economy. Bipolarity reinforced this approach in America’s economic relations with its principal allies in Western Europe and East Asia. In the interest of strengthening the coalition balancing the Soviet Union, the U.S. officials even permitted their allies to maintain trade (and in the case of Japan, investment) policies that discriminated against the United States.88
What should balance-of-power theory predict for U.S. foreign economic policy in the post-Cold War era? The key point is that the U.S. position in both the international economic and security structures has changed. The bipolar structure has given way to unipolarity and the U.S. position in the international economic structure has been in relative decline. The United States remains very powerful in absolute terms, but its economic position relative to Japan, Germany, and the European Union is less advantageous now than it was during the 1945–70 period.

We can infer from the combination of unipolarity and declining hegemony that the United States will become more sensitive to relative position in economic competition with other major powers. The Cold War situation was anomalous in two ways. First, when the United States was far ahead, it could afford not to worry too much about how to play—and how others were playing—the game of international economic competition. As others catch up, however, the United States should become more concerned with defending and advancing its relative economic position. Second, the need to meet the Soviet threat prompted the United States to subordinate its relative position in international economic competition to the greater good of fostering the overall economic strength of the Western coalition. In the absence of the Soviet threat, the United States should be less inclined to emphasize overall coalition strength and more inclined to treat other major powers as economic, and potentially geopolitical, competitors.

The logic of balance-of-power theory suggests that in the new structural environment, the position of the United States in international economic competition should become a central foreign policy priority. Specifically, we can infer three types of response. First, we should anticipate an effort by U.S. officials to cut down the economic costs of foreign policy commitments. At a minimum, expect burden-sharing to become a priority in foreign policy commitments; at a maximum, expect the United States to alter and diminish the commitments themselves.89 Second, we should expect the United States to become more like other advanced industrial states in terms of assistance to national firms in international competition, with increased emphasis on export promotion policies, industrial policies, and government-industry collaboration. Third, we should expect U.S. officials to try to reverse or at least adjust the “generous” foreign economic policies characteristic of hegemony and bipolarity. They should be less tolerant of asymmetrical trade, technology, and exchange rate policies that gave advantages to principal economic competitors. And, we should expect their commitment to the multilateral free trade system, which was a critical element in the U.S. Cold War strategy, to diminish.

Balance-of-Power Evidence
There is sufficient evidence to support each of these predictions as well as the more general expectation of balance-of-power theorists that changes in the international economic and security structures will prompt the United States to become more sensitive to relative position in economic competition with other major powers.

First, burden sharing—the effort to convince other states to pick up a greater share of the costs of U.S. foreign policy commitments—has become increasingly prominent in U.S. statecraft since the end of the Cold War. U.S. officials have pushed Japan to pay all the yen-based costs and roughly 70 percent of the total costs of maintaining U.S. forces in Japan.90 During the Gulf War, the Bush administration extracted contributions from other coalition members with a zeal and effectiveness that led some observers to calculate that America made a net profit on the intervention, and others to characterize U.S. forces as mercenaries.91 The 1994 deal on nonproliferation struck between the United States and North Korea obliges Japan and South Korea to accept a significant part of the cost of providing alternative energy sources to North Korea. U.S. officials have made clear that they expect the members of the European Union to bear the burden of Bosnian reconstruction.92 No post-Cold War “Marshall Plan” was devised for Russia and Eastern Europe: burden-sharing disputes characterized the Western aid effort for Russia, and for the most part the United States deferred the economic initiative on Eastern Europe to Germany and its European partners.

Second, U.S. officials have taken a series of aggressive steps to assist U.S. firms in international competition. The Clinton administration has elevated export promotion to the very top of the U.S. foreign policy agenda, including the routine use of diplomatic leverage at the highest levels to create opportunities for U.S. firms.93 The Commerce Department has emulated the Pentagon in dedicating a “war room” to track international competition for major export contracts around the world.94 A high priority has been placed upon improving America’s position in competition for emerging markets across the developing world, and in 1994 President Clinton himself was instrumental in helping U.S. aircraft suppliers outbid their European rivals for a $6 billion order from Saudi Arabia. U.S. officials have made the relaxation of national security export controls—which traditionally disadvantaged U.S. firms more than those in other industrial states—a high priority, especially in areas of U.S. competitive advantage such as computers and electronics. Commercial motivations have also led the Clinton team to weaken restraints on conventional arms sales.

Compared to the governments of other advanced industrial states, the U.S. government still lags in its enthusiasm for civilian industrial policies. Yet an evolution over time is apparent. “Atari Democrats” pushed the idea during the early 1980s without political success. By the late 1980s it became legitimate in the U.S. policy context to promote industrial policy, as long as the primary purpose was defense applications. The Reagan and Bush administrations devoted resources to SEMATECH and encouraged the Defense Advanced Research Projects Agency (DARPA) to fund defense-related civilian technologies such as flat computer-display panels and high-definition television.95 By the middle of the 1990s, executive officials embraced explicitly the idea of industrial policy directly for commercial applications. DARPA’s name dropped “Defense” to become ARPA, and the Clinton administration launched a series of initiatives involving government-business partnerships in industry and advanced technology.96 The president’s often-quoted depiction of economic relations among the United States and other advanced industrial nations as analogous to “big corporations competing in the global marketplace” captures the sentiment underlying these and similar initiatives.

Third, accelerating a pattern that began during the 1970s and 1980s, U.S. officials have become far less tolerant of trade, technology, and exchange rate asymmetries that lend advantage to its primary competitors. Aggressive demands for market access have become the centerpiece of U.S. trade strategy.97 Struggles with the European Union over aircraft subsidies, broadcasting quotas, and agricultural restrictions reflect this priority, and the concern drove former U.S. Commerce Secretary Robert Mosbacher to demand a “seat at the table” for the United States in order to influence the design of the single European market. Japan, to this point America’s most intense industrial and technological competitor, has been an even more prominent target. In trade disputes over satellites, supercomputers, and semiconductors, U.S. officials have sought to disrupt Japan’s home market “sanctuary” by countering Japanese infant industry protection and collusive arrangements among Japanese firms and between Japanese government and industry. U.S. behavior in the highly public automotive sector dispute in 1995 was driven in part by similar concerns, as U.S. officials sought to break open the long-term supplier and distributor relationships that shut U.S. firms out of the Japanese market.

U.S. officials have resorted increasingly to the use of exchange rates as a trade weapon in competition with Japan. Since the Plaza Accord of 1985, and in a reversal of the Cold War pattern, the United States has forced Japan to accept a dollar-yen exchange rate that enhances the attractiveness of U.S. exports to Japan and discourages Japanese sales to the United States. The FSX fighter dispute demonstrated dramatically that U.S. officials are no longer willing to encourage, as they did during the Cold War, the transfer to Japan of sensitive U.S. technologies that have commercial significance. The United States wants to stem the flow of critical commercial technologies to Japan and to encourage the “flowback” of Japanese technologies to the United States.98
The United States has also begun to counter and emulate the industrial espionage practices that have long been an element of its competitors’ national economic strategies.99 Early in 1995 the French government asked the CIA station chief and his assistants to leave the country in light of accusations that the CIA had been recruiting French officials with responsibilities for GATT negotiations and telecommunications policy. U.S. officials criticized the very public French response as unprecedented in relations among allies but did not deny the allegations.100 Subsequently, a similar diplomatic controversy broke out with Japan over suspicions that CIA officials had eavesdropped on Japanese officials in an effort to gain advantage for the United States during the auto negotiations. Japan, too, was indignant and demanded explanations. For Japan and France to protest too vigorously is somewhat ironic, but does reflect their discomfort with the idea that the United States might reorient some of its formidable intelligence assets from military collaboration to international economic competition.

Finally, there have been changes in the nature of the U.S. commitment to multilateral free trade. To be sure, U.S. officials continue to support the multilateral system. The successful completion of the Uruguay Round and the replacement of the GATT with the more ambitious World Trade Organization (WTO) were high priorities for both the Bush and Clinton administrations. Nevertheless, the strength and durability of America’s commitment to the multilateral system have been questioned by America’s trading partners, and with good reason. The Bush administration was willing to risk the collapse of the Uruguay Round at its 1990 deadline, and pinned the blame on its European competitors for refusing to accede to U.S. demands for radical liberalization in the agricultural sector. An uneasy compromise was reached and the round was finally completed in 1993. Subsequently, the United States dealt serious blows to the nascent WTO by refusing to meet deadlines set under the Uruguay Round for new agreements to liberalize trade in telecommunications, financial services, and maritime transport because the proposed accords did not provide sufficient advantages to U.S. firms in overseas markets. U.S. Trade Representative Charlene Barshefsky defended this stand in 1996 by arguing that “with the cold war over, trade agreements must stand or fall on their merits. They no longer have a security component. If we do not get reciprocity, we will not get freer trade.”101
America’s multilateral commitment has also coexisted uneasily since the mid-1980s with the clear determination of U.S. officials to rely on “aggressive unilateralism” in trade policy, even while U.S. tactics have been widely perceived abroad as damaging to the credibility of America’s diplomacy and the multilateral system.102 Aggressive unilateralism exploits the advantages of U.S. economic power and produces quicker results than the more consensual multilateral process. U.S. officials have also devoted considerable diplomatic effort to regional liberalization efforts such as the expansion of NAFTA, while at the same time questioning the need for another comprehensive round of multilateral trade negotiations.103
 

Balance-of-Threat Theory and U.S. Economic Strategy After the Cold War
Earlier I inferred, from the logic of balance-of-threat theory, the prediction that U.S. security strategy after the Cold War would center on the effort to preserve primacy through policies of reassurance and engagement. To develop predictions for U.S. economic strategy requires a bolder extrapolation, because thus far balance-of-threat advocates have devoted relatively little systematic attention to international economic relationships.104
Balance-of-Threat Logic and Predictions
Balance-of-power theorists expect intensified economic competition after the Cold War to be a logical counterpart to the renewal of security rivalry among great powers in a multipolar setting. From the perspective of balance-of-threat theory, however, neither the rapid transition to multipolarity nor security conflict among rival great powers is inevitable, because states respond not only to capabilities but also to perceptions of threat and foreign policy intention. Balance-of-threat realists foresee the potential for great power cooperation; they worry that preparation for great power rivalry and possible war might lead to a self-fulfilling prophecy according to the logic of the security dilemma.105
Two implications follow for international economic relations. First, if great power rivalry can be held in abeyance and the prospects for war are remote, states can afford to be less concerned about relative gains and relative position in international economic competition. There are other reasons for states to be concerned about relative position, but for balance-of-threat theorists these are less pressing than the likelihood of war.106 Second, attempts to pursue relative economic advantage might actually prove to be counterproductive, because states respond to perceptions of threat. The pursuit of relative advantage might appear provocative or threatening to other states, triggering the spiral of political tension and rivalry that balance-of-threat theorists hope states will avoid.

We can infer from this logic the general prediction that states will tailor their foreign economic policies to complement and reinforce their national security strategies. Realists generally believe that economic relations are subordinate to political relations; if balance-of-threat theory is correct, we should anticipate that states will use economic relationships as instruments to serve broader political goals.107 We should expect a state that pursues political confrontation in relations with a revisionist state also to pursue economic confrontation. Since the intentions of a revisionist state are already presumed to be hostile, the purpose of economic confrontation would be to isolate the revisionist state and weaken its capabilities. We should expect a state that pursues a political strategy of reassurance in relations with status quo or undecided states to reinforce that strategy by relying on cooperative economic policies. Economic cooperation might increase the capabilities of an undecided state, but might also shape its foreign policy intentions in a manner desired by the initiating state.108
These guidelines suggest the following predictions for U.S. economic strategy after the Cold War. In relations with the status quo states of Japan and the European Union, we should expect the strategy of security reassurance to be reinforced by economic engagement. We should see U.S. officials seeking to minimize bilateral conflicts and to emphasize cooperative initiatives such as the launching of free trade agreements. In relations with Russia and China, states with uncertain foreign policy intentions, we should expect the U.S. political strategy of integration to be complemented by economic strategies of integration and cooperation, as part of the broader effort to steer these states to support the U.S.-centered status quo. For revisionist states, such as Iran and Iraq, we should expect economic containment to reinforce political containment.

Balance-of-Threat Evidence
To what extent have U.S. officials used economic statecraft to reinforce and promote their preferred post-Cold War security strategy? Although the evidence is mixed, the emphasis is clear. U.S. economic strategy thus far has reflected, consistent with balance-of-power theory, a greater concern for the pursuit of relative economic advantage than for using economic relations to support the preferred national security strategies of reassuring and engaging potential challengers.

The tension between security and economic strategy is strongest in U.S. relations with Japan. As Japanese officials sometimes comment, dealing with the United States in economics and in security is like dealing with two different countries. The relationship among U.S. and Japanese security officials has been characterized by a sense of shared objectives, while relations on the economic side have been marked by mistrust and frustration. Disputes have been virtually continuous for a decade: the Toshiba and semiconductor disputes in 1987; the FSX, Super 301, and SII disputes in 1989–90; the Persian Gulf dispute in 1991; President Bush’s ill-fated auto sales trip in 1992; conflict over semiconductors again in 1992–93; the collapse of the Framework talks in 1994; and the automotive and economic spying disputes in 1995.109 Attempts to resolve these disputes call to mind the U.S.-Soviet arms control experience during the Cold War in the sense that each side approaches the other with suspicion and resentment, and fears its partner will exploit the smallest loopholes or ambiguities as an excuse to renege on commitments. Instead of the deescalation of economic tensions that would complement the security strategy of reassurance, U.S. officials have applied almost relentless economic pressure on Japan.

U.S. economic strategy toward China and the U.S.-China economic relationship have begun to resemble the Japan situation. Concern over China’s mounting trade surplus and frustration over obstacles to market access have led to political acrimony and threats of economic sanctions and trade wars. U.S. trade officials speak openly of China as the “next Japan.” They view China as adopting Japan’s adversarial economic practices as part of its development strategy, and they are determined not to make the “same mistake” of subordinating economic interests to security concerns. Then-U.S. Trade Representative Mickey Kantor expressed the view explicitly in 1995 that the United States must practice economic confrontation against China earlier and more aggressively than it did against Japan. He and other trade officials convinced the White House in early 1996, over the objections of the State Department, that the United States should continue to confront China over its intellectual property practices even though confrontation might jeopardize the ability of U.S. officials to moderate China’s behavior in its conflict with Taiwan.110
U.S. economic relations with members of the European Union also have been more a source of tension than of reassurance, with sustained disputes over agriculture, broadcasting, aircraft, telecommunications, government procurement and other issues played out bilaterally and multilaterally. Even U.S. pressure on Japan has tended to have negative repercussions, as European officials have objected that Japanese accommodation to U.S. market access demands will only force European firms to bear the adjustment costs. By the mid-1990s these festering economic conflicts, compounded by America’s apparent turn away from Europe in favor of Latin America and Asia, led to concerns on both sides of the transatlantic relationship regarding its long-term stability. In May 1995 the United States responded, as balance-of-threat theory would predict, with economic statecraft, in the form of a proposal for a transatlantic free trade agreement. In proposing the agreement, U.S. officials cautioned that in the absence of “new economic architecture” across the Atlantic, “natural economic juices may force us much further apart than anyone conceives of right now.”111 As of the beginning of 1996, however, plans for a “trans-Atlantic NAFTA” were downgraded to a more modest dialogue on non-tariff barriers, as both U.S. and EU officials conceded that they were not quite prepared for the arduous negotiations that would be required to launch a free trade agreement.112
U.S. economic strategy toward Russia has come closest to meeting the predictions of balance-of-threat theory. As part of the larger effort to encourage Russia to sustain political and economic reforms and a pro-Western foreign policy, U.S. officials have facilitated Russia’s dealings with the IMF and the Group of Seven, and have provided funds and technical support to assist Russia in dismantling nuclear weapons and in making the transition to a market economy.113 The fact that Russia is not a serious economic competitor (or, like China, an emerging competitor) has made it easier for U.S. officials to avoid the kinds of economic conflicts that have characterized U.S. relations with other major powers. Yet, even in this case, U.S. economic statecraft offers only a partial complement to the political engagement strategy. U.S. officials have not offered Russia anything resembling the preferential trade arrangements provided to Western Europe and Japan in their postwar recovery phases, and the U.S. aid program for Russia has caused considerable resentment, with Russian officials complaining that the effort is being driven by U.S. export interests and that the main beneficiaries have not been Russians but American corporations and consulting firms.114
 

Conclusion: Realism and the Future of U.S. Grand Strategy
Realists might be tempted to conclude from this analysis that “realism explains everything,” while critics might counter that, by generating contradictory expectations, realism actually explains nothing. Both comments miss the point. Realism per se is not an explanation, but a research program from which particular realist explanations can be derived and tested. I assessed two realist theories in this chapter, and the evidence neither fully supports nor fully refutes either one. However, each theory does provide strong insight into a central aspect of post-Cold War U.S. foreign policy and, taken together, they point to an important tension within overall American strategy.

As both realist theories would predict, U.S. strategy has been responsive to the constraints and opportunities of the international structure and to America’s position within it. Bipolarity concentrated Washington’s attention on the Soviet challenge and drove economic and security strategy in complementary directions. Unipolarity imposes less of a constraint and affords the United States more room to maneuver. After the Cold War, U.S. security and economic strategy have diverged. Security strategy has been more consistent with the predictions of balance-of-threat theory, while economic strategy has followed more closely the expectations of balance-of-power theory.

Further refinement and testing of each theory is needed. Balance-of-power theory confronts a central puzzle in international relations after the Cold War—the absence of balancing at the core of the international system. Unipolarity may indeed prove to be a transition, but for balance-of-power theory the longer unipolarity persists, the more imperative it will become to reconsider the logic of balancing behavior and to reassess the historical evidence that presumably supports the theory.115 Balance-of-threat theory can explain the persistence of unipolarity, but to do so it must focus on both on the distribution of capabilities and, at the unit level, on foreign policy intentions and behavior. Further advances in balance-of-threat theory require sustained attention to the conceptual and empirical challenges of studying images, intentions, and perceptions of threat in relations among states.116
For American officials, the appeal of the security strategy predicted by balance-of-threat theory is not surprising. The temptation to prolong the unipolar moment and the luxuries it affords is a powerful one. That temptation is reinforced by the typical American belief that U.S. power does not threaten anyone, and that the U.S.-led international order provides sufficient benefits so that it is unnecessary for other states to seek to undermine it. The appeal of preserving primacy is also reinforced by inertia—it is easier for American officials to maintain and adjust the practices and institutions of a U.S.-centered international system than to shift to the uncertainty of “strategic independence” in preparation for a multipolar world.

If balance-of-threat theory is correct, then the duration of the unipolar moment will depend not only on the relative distribution of capabilities but also on the effectiveness of U.S. diplomacy. Through policies of engagement and reassurance, U.S. officials can dissuade or at least delay other states from challenging U.S. hegemony and balancing against the United States. The effectiveness of engagement and reassurance, however, will depend on the ability of American officials to meet the following three challenges.

First, Washington must continue to manage the tension between its international economic and security strategies so that economic conflicts do not erode security relationships and eventually trigger a balancing response.117 Thus far, U.S. officials have tried to square the conflicting demands of their two strategies by resorting to economic brinksmanship, especially in relations with Japan. Their tactic is to extract economic benefits by threatening sanctions, only to search for face-saving compromises under the pressure of deadlines to avoid actually having to initiate or escalate trade wars. Brinksmanship can be effective but it is also risky, especially with trading partners who can muster the resolve to resist.118
The next several years should bring a respite in economic tensions with Japan, because U.S. competitiveness has recovered strongly since the late 1980s and at the same time the economic threat from Japan has waned.119 If China does come to replace Japan as America’s principal economic competitor, however, management of the conflicting strategies of economic hardball and security softball will become all the more delicate. More so than Japan has been, China is likely to resist U.S. pressure as a matter of national pride. And, from the perspective of U.S. grand strategy, the security stakes are higher because China is an undecided state rather than a long-standing ally that supports the status quo.

Second, American officials must maintain support at home for the preferred policies of engagement and reassurance. This will not be easy because, as Robert Tucker recently observed, the “great issue” of contemporary U.S. foreign policy is “the contradiction between the persisting desire to remain the premier global power and an ever deepening aversion to bear[ing] the costs of this position.”120 The U.S public indeed has displayed an increasing reluctance to bear the costs of a global engagement strategy, especially when it involves the need to risk American lives in faraway places for the purpose not of meeting an identifiable threat but of maintaining “stability.” But that risk is difficult to avoid, because the pursuit of primacy induces the United States to be the stabilizer of last resort in regional crises. In a two-week period early in 1996, U.S. officials found themselves managing the insertion of 20,000 U.S. troops in Bosnia, prepositioning equipment for a possible renewed Iraqi attack against Kuwait, mediating a crisis on the brink of war between Greece and Turkey, and responding to China’s military intimidation of Taiwan.121
U.S. officials have responded to the domestic constraint by emphasizing “pragmatism” in military interventions—the attempt to avoid excessive commitments, minimize casualties, and emphasize “exit strategies” even at the risk of leaving unfinished business. But the current intervention in Bosnia can still turn sour and future interventions are inevitable if the United States continues to pursue the engagement and reassurance of other major powers. It is hard to imagine that the domestically-acceptable Persian Gulf formula—clear threat, low casualties, quick settlement, ample external support and financing—can be replicated across a series of regional crises.

Third, U.S. officials must manage what might be called the arrogance of power. The dominant state in any international order faces strong temptations to go it alone, to dictate rather than to consult, to preach its virtues, and to impose its values. In the case of the United States, these temptations are compounded by a democratic political tradition that tends to imbue foreign policy with the values of society and to assure that moral considerations are never far from the surface in discussions of foreign policy.

The United States does succumb to the arrogance of power, as demonstrated by recent conflicts with China over human rights and with America’s closest trading partners over the unilateral extension of U.S. sanctions to foreign firms doing business in Cuba, Iran, and Libya.122 The risks to U.S. grand strategy should be evident. Efforts to impose values or to preach to other states create resentment and over time can prompt the balancing behavior U.S. officials hope to forestall. It is ironic that in a unipolar setting the dominant state, less constrained by other great powers, must constrain itself.

No realist can sensibly expect the current international system to remain in place indefinitely. Eventually, power will check power. But whether or not the transition to a new international order will be prolonged will depend, at least in part, on the skill and resourcefulness of U.S. foreign policy officials. Balance-of-threat theory reminds us to appreciate the classical realist insight that statecraft matters.
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6. Mercantile Realism and Japanese Foreign Policy 

Eric Heginbotham and Richard J. Samuels 



Scholars of international relations have largely overlooked Japan in their surveys of great power politics, while students of Japan frequently focus on a single policy-area or on Japan’s bilateral relations with specific states and have generally failed to test Japan’s larger strategic calculus against international relations theory.1 Those who have examined Japanese grand strategy typically adopt a structural realist model, under which states are motivated primarily by the fundamental imperative of military security and frequently subordinate other goals to that end. Some scholars, observing divergence from behavior predicted by this theory, have concluded that Japan’s foreign policy is nonrealist or otherwise exceptional.2 In this article, we examine Japan’s postwar foreign policy both against structural realism and against what we call mercantile realism, which recognizes technoeconomic security interests—including, but not limited to, those associated with military security—as central considerations of state policy. We conclude that although Japan clearly does not ignore military security, its foreign policy is organized around the goal of advancing its technoeconomic position. Moreover, when tradeoffs must be made between military and technoeconomic security values, the latter frequently take precedent. These findings have implications for the U.S.-Japan relationship, for the broader prospects for peace and prosperity in the coming decades, and for how we reconstruct an international relations theory that explains the behavior of as many of the major powers in the system as possible. Ultimately, we believe that the economic and military security imperatives of state behavior should be reintegrated in a more comprehensive realist theory that captures the complexity of how various economic and military interests are balanced in the short- and long-term to maintain or advance the position of the state in the international system.

In the next section we test Japanese foreign policy against predictions consistent with structural realism and find that it poses a number of problems for this theory. First, structural realists frequently suggest that in cases where economic and military interests cannot be pursued simultaneously, the threat of war will lead each state to subordinate its economic interests to the dictates of maximizing military security. Yet, despite the dramatic growth of defense budgets across East Asia, Japan has adopted a long-term defense plan that will reduce the size of its military force. Second, structural realism posits that concerns over relative gains and dependence on goods vital to national defense will convince most leaders to limit the scope of their state’s economic engagement with those states deemed to represent the most imminent military threats. Yet, while China is Japan’s most important potential military challenger, Japan has shown limited sensitivity toward the distribution of relative economic gains from its trade with China. In fact, Japan has become China’s largest trading partner and serves as that country’s largest supplier of bilateral and multilateral aid. Ironically, Japan has been far more sensitive to relative gains from trade and investment in its dealings with the United States and the states of Western Europe, its major Group of Seven partners.

Rejecting structural realism as an adequate explanation for Japanese behavior, however, is not to reject all realist-inspired explanations. In the third section of the paper we examine the argument made by Samuel P. Huntington that “for decades Japan has acted in a way totally consistent with the ‘realist’ theory of international relations, which holds that international politics is basically anarchic and that to ensure their security states act to maximize their power. Realist theorists have focused overwhelmingly on military power. Japan has accepted all the assumptions of realism but applied them purely in the economic realm.”3 We first establish key predictions for a mercantile realist theory of state behavior and test those against observed Japanese foreign policy. We find that not only is Japan’s economic and foreign economic policy consistent with the theory, but also that policy in a much broader array of areas—including military and diplomatic—supports Japan’s technoeconomic security agenda.

The final section of this paper seeks to explain the origins of Japanese strategic preferences: to show how they are manifest in Japanese institutions and to assess the likelihood of change. We argue that elements of Japanese grand strategy today are consistent with its nineteenth-century strategy, when Japanese survival depended on the rapid acquisition of foreign technology and the modernization of its industrial base. But whereas Japan once pursued policies designed to strengthen its economic base for the purposes of enhancing its military power, today the very concepts of security and power frequently are defined in technological, industrial, and economic terms. Japan’s defeat in World War II discredited military measures as a means of enhancing national security, and the hobbling of the state’s military bureaucracy has ensured that Japan’s powerful economic state organs and their industrial allies have immense influence over the terms by which Japan’s security interests are articulated. Japan’s prewar economic planning agencies, once in the service of a militarized state, have in effect been liberated both from the burden of war planning and from the constraints of military supervision. The U.S. alliance has provided time for both the new strategic thinking and the domestic structures in which they are embedded to take root. Mercantile realism has persisted beyond the end of the Cold War and the gradual emergence of more challenging strategic realities, and it is likely to be an enduring feature of a wealthy Japan’s foreign policy well into the next century.

 

Structural Realism and Japanese Foreign Policy
Structural realism makes the following set of assumptions: states are the key actors in international relations; they interact in an anarchic environment devoid of rules and enforcers; and, as a consequence of anarchy, much of their behavior is shaped by the possibility of war and the necessity of preparing to deter or defeat military challengers. The threat of war leads each state to maintain its own defense capabilities and to form loose alliances whenever possible with states that share common defense interests. Although structural realists disagree about the foreign policy propositions that derive from the theory, the following are broadly accepted:

1. States tend to balance against military threats, not bandwagon with them. Kenneth Waltz writes that “secondary states, if they are free to choose, flock to the weaker side; for it is the stronger side that threatens them.”4 Stephen Walt proposes an important modification, suggesting that “states balance against threats rather than against power alone. Although the distribution of power is an extremely important factor, the level of threat is also affected by geographic proximity, offensive capabilities, and perceived intentions.”5
2. States prefer to maintain independent military capabilities. Although states will form loose military alliances in order to balance against primary threats, they will guard themselves against the possible defection of allies by maintaining a full array of military forces and will resist the specialization of their military forces in the interests of greater alliance rationality.

3. Powerful states are more prone to follow predictions 1 and 2 than are weak states. Both Waltz’s and Walt’s propositions about state behavior pertain primarily to great powers. Walt observes that “in general, the weaker the state, the more likely it is to bandwagon rather than balance. This situation occurs because weak states add little to the strength of a defensive coalition but incur the wrath of the more threatening states nonetheless.”6
Contemporary realists have been largely silent on economic issues and on how economic and military security concerns relate to one another. The following propositions capture the most salient observations that have been made on the subject.

4. States will be highly sensitive to the relative economic gains of other states they consider military threats. Realists agree that less trade will occur than is rational from a classical economic standpoint.7 Given that trade may benefit one partner relatively more than the other and that trade involves the specialization of labor between states, states will restrict trade in order to avoid shifts in the balance of power or dependence on trade partners for goods that may be critical in the event of war. The trade-inhibiting effects of differential benefits from trade will be muted within alliances and between partners that are not potential military competitors.8
5. The greater the perceived military threat to a state, the more that state will pay in order to maintain its alliance relationships. How the costs of a military alliance will be divided among component members will be affected by the relative military dependence of the states involved.9 When a state faces both a high degree of military threat and the possibility of defection by allies, it will pay relatively more to entangle its partner(s) and reduce the likelihood of abandonment.

Testing Structural Realism against Japan’s Cold War Foreign Policy
The crushing defeat Japan suffered in 1945 knocked it cleanly out of the great power ranks. Japan’s economy and military power were destroyed, its territory was occupied, and it had little choice but to ally with the United States. That alliance was, however, fully compatible with Prime Minister Yoshida Shigeru’s goal to rebuild the Japanese economy behind the protective shield of American military power. Within the alliance Japan did not maintain a fully capable or autonomous military force and did relatively little to contribute militarily to the West’s effort to balance Soviet power. But those limitations on Japan’s military forces were also consistent with Yoshida’s strategy of avoiding any commitment that might slow economic reconstruction. When John Foster Dulles, then chief negotiator of the 1951–52 peace and security treaties, pressed Japan to expand its National Security Force from 110,000 to 350,000 troops, Yoshida refused, fearing that if Japan’s forces were larger than absolutely necessary to defend Japan, the United States would ask it to send forces to Korea.10 In 1952, when the Ministry of International Trade and Industry (MITI) and business leaders pressed Yoshida to rearm and use the arms industry as the locomotive for postwar reconstruction, he declined, siding instead with the Ministry of Finance and the banks’ preference for nurturing the commercial economy.11
As an American ally, Japan enjoyed access to U.S. markets for industrial products technology, and investment. Japan’s Foreign Investment Law of 1950 and other controls, however, effectively excluded U.S. products and capital from the Japanese market. As Japan began to relax legal restrictions in order to join the General Agreement on Tariffs and Trade (GATT) in the 1950s and the Organization of Economic Cooperation and Development (OECD) in the 1960s, its leaders erected a broad array of new nontariff barriers designed to limit foreign investment and imports.12 Japan also benefited from U.S. influence in Europe, notably pressure forcing the British and the French to accept Japanese entry into the new GATT organization. Japan sacrificed relatively little, and may in fact have gained much, from alliance efforts to contain the Soviet Union during the Cold War. While it was certainly not a completely “free ride,” it was a cheap and profitable one for Japan.

Neither Japan’s economic policy nor its military policy during the Cold War was clearly at odds with the predictions of structural realism outlined above. Japan did join an alliance that worked to balance against the Soviet Union, which it regarded as its primary military threat [proposition 1]. Although Japan failed to maintain a well-rounded and independent defense force and did not expend significant resources to maintain its alliance connections, this too is not necessarily inconsistent with structural realism. Relatively weak powers, like Japan throughout the 1950s and 1960s, are not predicted to balance as actively as more powerful states [proposition 3]. Moreover, the willingness of states to assume the economic leadership of an alliance will, according to structural realism, depend on the relative degree of threat faced by the alliance partners and on the relative size of their economies [proposition 5]. The United States felt that it was engaged in a life or death struggle with the Soviet Union and that U.S. allies on the periphery of the Eurasian land mass were particularly important, since their defection might tip the global balance in favor of the Soviet Union. Given this intense military competition and the vast relative size of the U.S. economy during the 1950s and 1960s, it was unlikely that the United States would object too strenuously to limited cheap riding by allies.

The importance that U.S. policymakers attached to Japan as a military ally is borne out by the 1952 comments of a government official who wrote that “The most highly industrialized country in the Far East must remain outside the Soviet orbit if there is to be a free Asia, and to this end U.S. policy should be directed by whatsoever means are necessary, military or economic, to assist in the establishment of political tranquillity and economic betterment in all of free Asia . . .and until it is clear that Japan can stand firmly on its own feet, the United States must of necessity lend support, even to the extent of providing an unrestricted market for such Japanese goods as American consumers find attractive.”13
The strength of the U.S. commitment was not lost on Japanese officials who frequently played the alliance card to secure economic concessions. In 1966, for example, Japanese officials warned that continued U.S. pressure over Texas Instruments’ attempts to enter Japan could slow the more general process of capital liberalization and harm the overall U.S.-Japan relationship. An editorial in Japan’s leading business daily suggested that “American failure to ‘understand’ Japanese treatment of Texas Instruments and similar foreign direct investment cases might endanger Japan’s support for U.S. security policies.”14
Although Japan’s behavior during the Cold War was not necessarily at odds with the predictions of structural realism, it hardly provides decisive validation of the theory. Structural realism claims only to explain the behavior of large states with any degree of reliability. The idea that weak states will be less inclined to balance against threats by forming alliances and generating additional military resources serves more as a caveat to the general theory than as a primary prediction. Few structural realists would suggest that a state that refuses to mobilize more than a tiny fraction of its gross national product or available manpower for defense or one that structures its armed forces to provide minimal rear-area services to those of an ally (rather than autonomous, well-rounded national defense capabilities) provides compelling evidence buttressing structural realism.15
Perhaps more to the point, it would be difficult to describe Japan in the latter decades of the Cold War as without options in the great power game. By the 1970s Japan’s economy had surpassed the Soviet Union’s. By the end of the Cold War it was larger in proportion to the U.S. economy than the combined economies of Japan and Germany had been in 1939. While its military capabilities were tiny compared with those of the Soviets’ at the end of the Cold War, Japan’s military weakness was a result of state policy, not resource limitations. Japan had become very rich, and could easily have become very strong as well. Yet despite the rise of Japan’s industrial and financial power and despite its capability to turn itself into a military great power, Japanese foreign policy changed relatively little during the 1970s and 1980s.

Structural realists propose that powerful states are more inclined than weaker ones to balance against threats and maintain independent military capabilities, but they sometimes leave undefined how “powerful states” should be defined. We would suggest that if the term is used to refer to states with strong military capabilities, then there is a sort of circular logic to the theory: powerful military states will prefer to maintain independent military capabilities. If structural realism is to have predictive value, its propositions should address the behavior of states with the existing capability to generate powerful military forces, as well as those that have already done so. Viewed in this light, Japan’s behavior at the end of the Cold War begins to diverge from that predicted by structural realism. In 1970, the quintessential realist Herman Kahn suggested that if Japanese economic growth continued the “Japanese will almost inevitably feel that Japan has the right and duty to achieve full superpower status and that this means possessing a substantial nuclear establishment.”16 But Japan did not become a nuclear power and did not aspire to superpower status, at least in the traditional sense of the term. If structural realism did not capture fully Japan’s Cold War dynamics, what of its utility after the Cold War?

Testing Structural Realism against Japan’s post-Cold War Foreign Policy
Structural realist theory predicts a dilemma for post-Cold War Japan. The United States has lost much of its strategic and economic motivation for maintaining its global alliance system. With the collapse of the Soviet Union and the implosion of the Russian economy, U.S. GNP is now 15 times greater than Russia’s. Moreover, a new barrier of affiliated states unfriendly to Russian expansion now exists between Russia and Western Europe. Despite China’s economic growth, the U.S. economy also is 11 times larger than its economy.17 Neither China nor Russia could mount a credible direct military threat to the United States in the next ten or fifteen years. Nor could either conquer the Eurasian landmass. Even after reducing defense spending to just over 4 percent of GNP, the U.S. military budget remains more than five times larger than any other single state, and greater than the next ten largest military budgets combined. At the same time, the U.S. share of the world economy declined from around 40 percent in 1950 to around 25 percent by the mid-1990s. Hence the United States is relatively less able to reap the rewards of the free trade system that its military alliance system facilitates.

Given reduced military threats and the relative slippage of American economic strength over time, some U.S. foreign policy elites became more inclined to reexamine the logic, structure, and costs of U.S. alliance commitments.18 Militarily, the United States undertook to evaluate systematically the need for and costs of maintaining forward deployed U.S. forces on a continuous basis.19 Economically, the first Clinton Administration took an aggressive approach to promoting U.S. exports, and showed less willingness to tolerate discriminatory trade practices by its allies.20 In its dealings with Japan, the administration used the threat of economic sanctions to leverage trade concessions; it openly manipulated exchange rates to apply pressure directly on Japanese export-oriented firms; and, until they backed off in 1996, U.S. officials hinted that the security relationship could depend on Japanese willingness to bargain in good faith on the economic front.21
Since that time, the regional situation confronting Japan in East Asia has if anything become more uncertain. First, the situation on the Korean peninsula remains unstable. North Korean missiles are now within range of Japan, and there is fear that those missiles could soon carry nuclear warheads. Moreover, although the presence of 50,000 U.S. troops in South Korea is reassuring to Japan, these troops may not remain in place after unification. South Korean military technological and military strength and a history of uneasy Korean-Japanese relations may make a unified Korean peninsula even more a threat to Japan than North Korea is currently.

Despite the passage of time since the Japanese occupation of Korea, anti-Japanese sentiments in South Korea have not diminished. To the contrary, a 1995 survey of Korean attitudes shows that a record 69 percent of Koreans responded that they “hate” Japan, while only 6 percent responded that they “like” Japan.22 In this general atmosphere of distrust, defense officials in Japan and South Korea peer across the Tsushima Straits warily. The South Korean navy has grown faster than any other in the region in the last ten years, and much of the rhetoric justifying this growth suggests that the Japanese navy is the competitor.23 Unresolved territorial disputes also continue to affect the relationship. Japan’s extension of 200-mile fishing and mining rights gave increased prominence to the demarcation of islands and waterways. In February 1996 South Korea conducted naval and air exercises around the island of Tokdo (known as Takeshima in Japan) in order to counter Japanese claims to the island.24 Given these problems, it should not be surprising that some Japanese military analysts view South Korea as a threat and its rapprochement with China as laden with political and even military significance.25
Nor has the threat from Russia receded as far from the Pacific as it has from Europe. Russia no longer physically borders Western Europe; however, its borders remain unchanged in the Far East. Because of a lack of resources and maintenance problems, Russia’s Far Eastern fleet is largely restricted to port. But it still represents a potentially powerful force in the region and occasionally makes its presence felt. More important, if the Russian economy recovers, the entire fleet, as well as the Far Eastern air force, could be brought up to operational readiness. This has historical precedence, as Japanese strategists are well aware.26 Given the political uncertainties in Moscow, and the persistent possibility that nationalists could someday gain control of the government, Russia too represents a potential military threat to Japan.

While the latent threats from the volatile Korean peninsula and the Russian Far East are considerable, the growth of China’s power looms as Japan’s greatest strategic problem. China’s military forces are less capable than those the Soviet Union maintained during the Cold War. But China, unlike the Soviet Union, sits between Japan and Southeast Asia, Japan’s most important sources of raw materials and one of its most important markets for finished products. In addition, Chinese capabilities are growing. Chinese official defense budgets have grown by 60 percent in real terms since 1989. While this represents a figure that is only half that of Chinese GNP growth, the Chinese National Defense Law, adopted in March 1997 stipulates that henceforth growth in the national economy should be fully reflected in the military budget.

As important as the rise of Chinese power is the question of how China will behave in coming years. Efforts by the Chinese leadership to solidify its domestic position through the use of nationalist symbols and propaganda include the depiction of Japan, with U.S. backing, as a power bent on regional hegemony.27 Such rhetoric provided the backdrop against which China’s long dormant territorial dispute with Japan over the Senkaku/Diaoyu islands was aggravated in the summer of 1996.28 Moreover, the influence of the military appears to have grown in the last several years. In 1995 conservatives in the military succeeded in pushing Jiang Zemin and other national leaders toward a more confrontational stance on Taiwan independence, culminating in China’s launch of missiles across the Taiwan strait in March 1996. With the death of Deng Xiaoping, the influence of the military has further increased: there is greater military representation in the Communist Party Central Committee, and the new National Defense Law requires that educational and media institutions should heighten their efforts at “national defense education.”29
Japan has two options consistent with structural realism for dealing with its current security challenges. First, it could develop the conventional (and perhaps nuclear) forces necessary to balance against regional threats independent of U.S. assistance, and it could secure military allies among the minor and midsized powers of the region, particularly in Southeast Asia. Alternatively, Japan could work aggressively to offset the natural decline in U.S. alliance motivation by redefining the alliance so that Japan can shoulder a greater portion of military responsibilities within the existing framework; or Japan could be more conciliatory on trade and investment disputes, which, with the end of the Cold War, may assume ever greater importance for U.S. policymakers. Regardless of which strategy it pursues, we should expect Japan to exhibit great sensitivity to the distribution of gains through its trade with China.

The record to date indicates that: (1) although Japan has taken some measures to redeploy its forces into defense positions opposite China, it has not taken measures necessary to balance against China independent of U.S. assistance; (2) despite heightened rhetoric and media attention to the alliance after the 1995 incident in which three U.S. servicemen were convicted of raping an Okinawan schoolgirl, Japan has taken only limited measures to minimize the possibility of U.S. defection; and (3) Japan has shown little sensitivity to the problem of relative gains from trade between itself and China. We examine each point in turn.

Redeployment
To be sure, Japan’s military forces are being shifted southward, and in some ways remodeled, to counter Chinese power.30 Demonstrations of Japanese concern have included the dispatch of Maritime Self-Defense Forces vessels to the disputed Senkaku/Diaoyu islands, the use of Maritime Safety Agency vessels to apprehend “pirates,” and political appeals for China to justify its military buildup and make its activities more transparent.31 Japanese P-3C antisubmarine aircraft have been shifted from northern bases in Hokkaido and Aomori southward to Okinawa. Mobility will be enhanced with the addition of an amphibious assault ship which will be twice the size of any Japanese naval vessel built since World War II that, after minor modifications to the deck, will be able to accommodate Harrier fighter aircraft.32 Other important additions to Japanese military forces include four Aegis guided-missiles cruisers and four AWACS (airborne warning and control systems) aircraft. Japanese military and diplomatic officials have also initiated or intensified dialogue with virtually all the states of East Asia.33 In addition, Japan’s first postwar military intelligence agency, Joho Honbu, was established in late 1995. Much of this activity appears to be designed to help Japan better observe and counter whatever military moves China might mount against Japanese islands ringing the East China Sea.

These measures, however, are limited in scope; and it would be difficult to say that they signal a concerted shift of resources into military assets that could be used independently to balance against China’s regional objectives. Although some new capabilities have been added, the new National Defense Program Outline (NDPO), Japan’s official long-term military planning document adopted in 1996, calls for the reduction of unit formations in all three services. Almost across the board, personnel and equipment numbers will decline. For example, under the new plan, the number of ground-force tanks will be reduced by 25 percent, the number of maritime-force major surface combatants will decline by 17 percent, and the combined total number of combat aircraft in the maritime and air forces will decline by 14 percent.34 The government announced in mid-1997 that the defense budget will not be exempt from its program of fiscal austerity. Japan Defense Agency (JDA) officials have been assured that procurement will decline even faster than the NDPO requires.35
Reductions in the size of Japan’s force structure stand in stark contrast to developments in other parts of the region where regional force structures, particularly naval and air forces, have grown rapidly over the last decade. For example, while the number of major surface combatants in the Japanese Maritime Self-Defenses shrank between 1984 and 1993, the number of major surface combatants in the navies of other Northeast Asian states grew by 64 percent and those of East Asia as a whole (minus Japan) grew by 35 percent.36
Given that U.S. security guarantees are currently in force, and that even without U.S. forces the Japanese military would enjoy significant advantages in defensive combat against all potential regional aggressors, Japan’s refusal to shift proportionally more resources into the defense sector will not leave the home islands vulnerable to invasion in the near future. Nevertheless, continued limitation on the size of Japan’s military force suggests that Japan is not preparing to balance against Chinese military power comprehensively. The lack of significant power-projection capabilities will leave Japan unable to defend her interests in areas distant from the home islands, and will make it difficult for Japan to secure firm allies or create an alliance system in Southeast Asia should strategic circumstances make such a development desirable.

Japanese policymakers are not simply taking the “go slow” approach to the expansion of Japan’s force structure. Limitations on the Japanese force structure have been codified in long-term planning documents. The first NDPO was adopted in 1976, and its provisions were faithfully followed for twenty years. It will be difficult to modify the 1996 NDPO quickly, even if strategic circumstances should change. Similarly, although Japan has the technical capability to produce nuclear weapons on fairly short notice (and some analysts have consequently echoed Herman Kahn’s 1970 prediction that Japan would go nuclear), Japanese planners are not preparing the population for the introduction of nuclear weapons.37
Redefining the Alliance
Although there is little evidence that Japanese planners are thinking seriously about a defense strategy independent of U.S. forces, Japan is doing little substantively, either as a military or economic partner, to make the alliance more appealing to its American ally. During the 1995 crisis over North Korean nuclear program, U.S. defense officials approached their Japanese counterparts about military cooperation in the event of war on the Korean peninsula. The Japanese side refused to commit to the dispatch of minesweepers and other specialized assets in that eventuality.38 After the Okinawa rape incident revealed the fragility of Japanese public support for the continued U.S. presence there, Japanese and U.S. officials hustled to reaffirm the alliance. A pair of highly visible rhetorical flourishes of solidarity—the April 1996 Clinton-Hashimoto Joint Declaration and the September 1997 Defense Guidelines—were designed to inject new meaning and confidence to the alliance in a changed security environment. Alliance managers made four claims: (1) the alliance was updated; (2) Japan’s defense perimeter was enlarged; (3) the alliance is more reciprocal and balanced; and (4) mutual trust was enhanced.39 Yet, immediately after the summit, Prime Minister Hashimoto backed away from President Clinton’s use of the term “Asia-Pacific” to describe the common defense perimeter. Within months, senior Japanese Foreign Ministry officials sought to reassure Chinese diplomats at a vice-ministerial meeting that “the April 1996 Japan-U.S. joint declaration on security cooperation is not aimed at expanding the sphere of activity or application based on the security treaty.”40 A year later, as new defense guidelines were debated, the Japanese leadership openly split on whether a crisis in Taiwan was included in the geographic expression “area surrounding Japan.” In the event, Japan refused to stipulate the contingencies under which it would provide rear area support for U.S. forces or even the geographic scope of the “area surrounding Japan.”41 In short, although there has been much talk about enhanced roles and missions—and Japanese rear area support for U.S. military in particular—the two sides have not articulated clearly what the alliance stands for, nor who it is designed to protect against.
The United States and Japan have made even less progress on the greatest single irritant in the bilateral relationship, namely, asymmetries in trade and investment. When President Clinton sought numerical targets on Japanese imports, Japanese leaders (especially Prime Minister Hashimoto who was then MITI minister) were hailed as heroes “who could say ‘no’ ” to the powerful Americans. U.S.-Japanese bilateral imbalances in trade and investment persist despite decades of often acrimonious trade talks. Promises of a Japanese “big bang” market liberalization in 2001 are met with widespread skepticism.42 Despite U.S. officials’ proclamations that the alliance depends on Japanese cooperation on trade, despite open moves by U.S. firms to “pass Japan” and move operations elsewhere in the region due to commercial difficulties they encounter in Japan, and despite an ambiguous U.S. China policy, all of which ought to raise the specter of abandonment in Japanese eyes, Japan’s economic behavior has not appreciably changed.43
Relative Gains
From the perspective of structural realism perhaps the greatest anomaly has been Japan’s failure to exhibit a sensitivity to the relative distribution of gains that have accrued to China from its economic relations with Japan and other states. Although Japan has repositioned its military forces nearer China, and although it has made modest efforts to redefine its alliance with the United States, Japan has done little to stifle China’s economic growth. To the contrary, Japan has competed vigorously for a major investment presence in China. The Japanese used their influence in the Asian Development Bank and elsewhere to argue for the early lifting of the sanctions imposed on China after the suppression of the Tiananmen demonstrators in 1989, and Japanese business leaders visited China within months to reaffirm the commercial relationship. In fact, Prime Minister Hashimoto reminded his audience at a speech in Tokyo, just before his September 1997 visit to Beijing, that he was the first G-7 finance minister to visit China after Tienanmen.44 In the late 1990s Japan is China’s largest trading partner, and China is Japan’s second largest trading partner after the United States. More Japanese official development assistance goes to China than to any other country. As a partial consequence of Japanese and other investments, the Chinese economy has grown at a double-digit pace for more than a decade.

In 1991 Prime Minister Kaifu Toshiki announced that Japan’s aid decisions would thenceforth be tied to the recipient state’s military and political behavior. However, despite concerns about Chinese nuclear testing, its conventional arms buildup, its military actions in the South China Sea, and its lack of military transparency, the Japanese government announced in December 1994 that annual aid for the three-year period after 1996 would be increased by more than 40 percent.45 In September 1997 Prime Minister Hashimoto promised Beijing an additional $2 billion concessionary loan package, the largest ever extended. But, of even greater significance, was the report that same month that Japan had broken ranks with (and undercut) the United States and the European Union on the terms for Chinese membership in the World Trade Organization.46
Japan is not pursuing these China policies behind a comprehensive U.S. shield. U.S. policy toward China is indeterminate at best. On the one hand, U.S. diplomatic recognition of Vietnam, the visit of Taiwanese leader Lee Teng-hui, and U.S. military support for Taiwan are all perceived in Beijing as measures designed to contain the growth of Chinese power. On the other hand, the Clinton administration’s policy of “engaging” China may clear the way for the United States to reestablish the military-to-military ties and defense industrial cooperation that existed during the Cold War. The United States has not established a clear deterrent posture in the South China Sea area.47 The ambiguity of U.S. policy, particularly the lack of any comprehensive U.S. promise to protect Japanese interests outside of the areas surrounding Japan, makes the Japanese decision not to pursue a relative gains strategy against the Chinese difficult to reconcile with the core propositions of structural realism.

Japan’s economic and foreign aid policies toward China are even more puzzling when considered in the context of its economic policies toward the United States and Western Europe. Whereas Japan is eagerly courting China as an economic partner, its economic relations with other advanced industrial states continue to be difficult. Japan has protected itself against significant import penetration by the other G-7 states by effectively limiting the ability of multinationals to gain control of Japanese companies. Despite the lifting of many formal restrictions on foreign ownership during the 1970s, less than 0.1 percent of all investments in Japan from 1982 to 1992 originated from foreign sources.48 This is less than one-tenth the level of Germany, the G-7 country with the next lowest ranking.

Japan’s reticence to integrate its economy reciprocally with those of Western Europe and the United States, while continuing to deepen its economic relations with China, is perplexing from a structural realist perspective because there seems to be little correlation between the willingness of Japan to engage these states economically and the degree of military threat they pose. Even if one were to make the extreme argument that Japan might view the United States as a potential military threat, it would be extraordinarily difficult to make such a case for the states of Western Europe. None is as populous or as wealthy as Japan; none has a defense budget as large as Japan’s; each is so distant from Japan that the projection of force across the gap would be extraordinarily difficult; and finally, none has any territorial or other major unresolved political disputes with Japan, and all are fellow democracies. Structural realists are surely correct that military security concerns sometimes act to inhibit trade and investment flows. At least in the case of Japan’s economic relations, however, other considerations would seem to be more important in determining the nature of trade with specific partners.

Japanese foreign policy after the Cold War provides ample evidence that the possibility of war and conquest is not the central concern of Japanese policymakers. Despite great new uncertainties in its relations with both China and the United States, Japan has shown great reluctance to create more independent, robust, or well-rounded military forces. Moreover, it has shown greater concern over Japan’s relative economic position vis-à-vis the United States and Western Europe than it has over the rapid expansion of the Chinese economy.

This observation that Japanese behavior does not seem consistent with the predictions of structural realism is not ours alone. Other American defense officials and academics, recognizing this, conclude that Japan has no serious security strategy, or that it is an “economic giant and political pigmy.”49 However, while we find structural realism inadequate as a guide to Japanese international behavior, we would not rush to conclude that Japan is in any way bereft of (or that its norms preclude) strategic thought. Rather, we would first entertain the possibility that Japanese strategy is consistent with the sort of technoeconomic logic referred to by Huntington (and quoted in the introduction to this article). In the following section, we first consider the principles and predictions that would be associated with such a theory and then examine whether Japanese foreign policy is consistent with those predictions.

 

Mercantile Realism
The idea that technology and national wealth should be given prominence in providing security is hardly unique to the contemporary era. Its disparate antecedents include the nineteenth-century neomercantilist propositions of Alexander Hamilton and Frederick List and the mid-twentieth-century insights of Joseph Schumpeter, E. H. Carr, and Eli Hecksher. We learn from Hamilton and List that states must nurture their manufacturing capacity to remain strong; from Hecksher and Carr that states can use economic power to unify and dominate the system within their sphere; and from Schumpeter that innovation is the most dynamic source of structural change and power in capitalist economies.

Although traditional mercantilists and classical realists have been concerned largely with the connection between national wealth and national military power, we note that policies designed to enhance the technological and economic fortunes of states may be pursued to increase a state’s political leverage and independence even in the absence of military-security considerations. In developing predictions consistent with a mercantile version of realist theory, we have entertained the notion that broad segments of the elite in some states might embrace three ideas: (1) the possibility that the efficacy of appeals to arms has, for a variety of reasons, declined dramatically during the course of the twentieth century;50 (2) the idea that national economic power can be used to constrain the sovereignty or independence of states;51 and (3) the notion that national economic power can be enhanced through industrial and trade policies designed to create comparative advantage in critical high-tech sectors.52
This effort should be seen in a larger context. In its classical formulation, realism was a comprehensive theory of state behavior. Only during the Cold War did it became closely associated with the more narrow logic of military competition. We agree with Randall Schweller that the breadth and full texture of international economic competition has been lost in the structural realists’ quest for parsimony. According to Schweller, “ . . .scholars and practitioners have been getting off the realist train at various stops over the past decade or so. . . At its core, classical realism is a theory of the state and international competition. It is not, primarily, a theory about how states acquire security or about strictly defense issues. Indeed, the best treatments of realism’s intellectual roots are not found in the security side . . .but rather in its more overlooked economic philosophy of mercantilism.”53
Despite differences in goals, structural and mercantile realism share several common elements. Each is “realist” because each posits states as the most important actors in world politics; each assumes that state behavior is determined by rational national leaders who seek to maximize state power; and each suggests a competition among states for relative power and security. Despite sharing core elements, mercantile and structural realism produce divergent predictions under many global and regional political conditions. These differences involve more than differential rates of military investment or trade policies. They comprise a broad range of preferences, including the question of how elites define threats and select allies, as well as how they conduct themselves with states they find threatening and those they find nonthreatening.

Here we outline several propositions associated with mercantile realism, paying special attention to areas where predictions differ from those of structural realism: (1) security threats are economic as well as military; (2) powerful technoeconomic states will balance against other technoeconomic states; (3) when tradeoffs must be made, technoeconomic interests may be pursued at the expense of political-military interests; and (4) the nationality of firms matters as much or more than the location of production.

Economic Security Threats
Under structural realism, the primary threat to state security is from direct attack. The equivalent of military conquest in mercantile realism is deindustrialization or dependency. States that intervene in their national economies to nurture domestic producers are acting to protect domestic markets from the economic equivalent of direct attack; we would thus expect states to justify these interventions as matters of national security that will therefore entail the sorts of national mobilization and sacrifice associated with military mobilization elsewhere. It follows that the elite cadres of economic bureaucrats in such states should enjoy the same training and status as military officers in the states better described under structural realism. Such states should be particularly sensitive to technological dependency. Given that technological capabilities are essential for prosperity in industrial economies, timely access to technology is a matter of national security. The dangers of excessive dependence are measured as more than “vulnerability” to access denied; there are the opportunity costs of foregone chances to learn and to innovate. Mercantile realists will also worry about exploitation by technological leaders who would use their market power to “tie” (influence purchases), to “rent-seek” (raise prices), to extort by allocating or denying supplies for strategic reasons, and to be predatory by driving another nation’s producers from the market entirely.54 Mercantile realists refer to the consequence of such dependency—the reduction of national firms to assemblers, handlers, and retailers unable to reap the full profits of manufacturing and innovation—as “hollowing” and make it a central focus of strategy.

Economic Balancing Behavior
States may balance both economically and politically against rival industrial powers even when those nations pose little military threat; conversely, close economic and political relations may be pursued with states possessing complementary economies, even when such behavior entails some degree of future military risk. States may adopt a wide array of measures, including strengthening ties with economically less-threatening partners, in order to mitigate this danger. As in structural realism, balancing behavior is most likely to characterize the behavior of major industrial states. Technologically weak states may have little choice but to integrate their economies (bandwagon) with the dominant partner. The economic bloc that would ensue is the mercantile realist analogue to the military alliance in structural realism. Under mercantile realism, states will also balance against others based upon judgment of their strength, position, and behavior, but these judgments will conform to a technoeconomic logic:

Strength
Strength in the mercantile world is not always determined by size, population, or military capability, but also by wealth and technology. While these have hardly been unrelated historically, they are not always covariant and should be distinguished analytically.55 Mercantile realists will balance against wealthy states that are endowed with technology-intensive industries.

Position
Position in the mercantile world is defined by its industrial structure rather than by its physical geography. States that compete in the same sectors will tend to view one another as threatening, and mercantile realists will minimize intra-industry trade. While military strength is rapidly attenuated across space, technological power, and the ability to profit from it, are not. Hence, in the context of global markets, states far away may pose as big a threat as those that share common borders.

Behavior
States will balance against others that behave as economic predators. Moreover, because the behavior of other states may be misinterpreted under mercantile realism just as it is in the world of structural realism, we can imagine the problem of technoeconomic “security dilemmas” in which defensive efforts made by one state (e.g., to protect infant industries) may be viewed by trading partners as aggressive actions to which they respond with tariffs and other sanctions.

Economic-Military Tradeoffs
Nations may be forced to choose between maximizing technoeconomic values or political-military values. Structural realists argue that when forced to make this choice, states will seek to achieve political-military goals first. Military security is like oxygen, they assert. It is taken for granted until there is too little of it, at which point, states will do anything to get more.56 Mercantile realists respond that economic security is just as important, adding that once economic security is gone, it is difficult to recover. A state with a powerful technological and industrial base is capable of transforming itself from a military pygmy into a military giant within a short span of time, whereas states with large militaries that allow their industrial and technological base to wither find themselves in a more difficult predicament.57 They may thus be unable to protect themselves from either economic coercion or military threats.

Nationality of Firms
Even in a global economy, mercantile realists assume that firms have (and will retain) a national center of gravity. States therefore seek not only to nurture firms within their borders but also to support national firms abroad. These firms are more comfortable trading with co-nationals sited abroad than they are with foreign-owned entities at home. It follows that outward foreign direct investment can be used to entangle allies and to create dependence that serves national ends, while inward direct investment can be carefully monitored and circumscribed to prevent the same result. Mercantile realists have no difficulty identifying “who is us?” After all, as Laura D’Andrea Tyson put it, mercantile realists know very well that “they are not us.”58 Under structural realism, the physical location of production may be more important, because production assets may be nationalized in the event of war.

Testing Mercantile Realism Against Japanese Foreign Policy
Given that strong military states are also often wealthy states with advanced technology, the predictions of structural realism and mercantile realism frequently are congruent. This, however, is not always the case. Japanese foreign policy is an important case in point. Here we evaluate postwar Japanese foreign policy against each of our propositions in turn.

Economic Security Threats
Japan persistently has acted as if its greatest vulnerabilities have been economic and technological. Foreign penetration of Japanese markets, particularly in manufactured goods, has been perceived as a threat, whether that penetration was by the firms of a military competitor or ally. For example, in 1982 at the height of the Cold War, Wakasugi Kazuo, the director-general of the Trade Policy Bureau of MITI, warned publicly that unless the United States and Europe relaxed their trade and market-opening pressures, Japan might be forced to join the communist bloc.59
When economic threats are perceived, Japan’s leaders have been willing to sacrifice military values for technoeconomic ones. For example, in the late 1980s, the U.S. Department of Defense (DoD) began a program to improve efficiency in weapons acquisition. The DoD, working with some of its major prime contractors, developed software for an electronic materiel database: the computer aided acquisition and logistical support system (CALS). CALS is designed to shorten development time and reduce inventory, thereby increasing efficiency; contractors including Boeing and General Motors began adapting this integrated product management system for commercial use. According to Japanese press reports: “Japanese companies are afraid that CALS . . .will become the international standard . . .and if Japanese products do not meet the standard they will be kept out of the world market. It could also lead to the disintegration of the Japanese traditional keiretsu business practices and to worldwide restructuring since cost/performance could be the driving force for the use of CALS.”60
The threat that Japanese firms will be excluded from the marketplace, and that traditional supplier relationships will be disrupted by low cost and direct procurement (something desirable in the United States) led MITI to budget $17 million in 1997 to develop both a domestic CALS and an international one that excludes U.S. and European firms. The industrial threat posed by the possible imposition of a U.S. procurement standard clearly was given greater weight than considerations of cost in military procurement or than the interests of the U.S.-Japan military alliance. MITI has invited China, Indonesia, Malaysia, and the Philippines to participate in the development of pilot CALS systems in the areas of automobile, electronics, and textile manufacturing. MITI says that it will invite the United States to participate “in the future.”61
Japan’s leaders perceive a range of foreign threats—not the least of which are threats to the sustenance of long-term manufacturing capabilities—including market shifts and technological revolutions. As a result they vigilantly monitor the economy to mitigate the worst effects of each. They also fear “excessive competition”—the fratricidal competition among domestic firms that results in bankruptcies and unemployment. In the Japanese view, the social dislocations of “excessive competition” are as great or greater than the economic costs of excessive concentration in the neoclassical model. Thus firms and sectors are nurtured, and the resulting dense local, regional, national, political, and industrial networks do not facilitate the “cut and run” strategies typical in the United States. Rather, Japanese firms share market pain, and grow together during economic upturns.

The threat of deindustrialization—popularly referred to as “hollowing” in Japan—has never been far from public concern and strategic attention. Perhaps as a consequence, a stronger yen in the first half of the 1990s drew much less investment away from Japan than Western analysts expected. Small and medium-sized manufacturing employment actually rose by 8 percent between 1990 and 1992, stayed flat through 1993–94, and fell just 2 percent from late 1994 to 1995.62 Thus, Japanese manufacturers added jobs after the bubble burst, despite the high yen, which encouraged even faster investment overseas. That the United States (despite its cheap dollar) lost 12 percent of its manufacturing base during this same period suggests that Japanese strategists place a different value on manufacturing and are willing to pay a higher cost to maintain it.

Finally, there is the issue of technology transfer to Japan’s trading partners. Whereas structural realism might predict that states will use technology transfer to strengthen an alliance against military competition, mercantile realism makes no such prediction. During the Cold War it was in the perceived security interest of the United States to encourage U.S. firms to sell technology to Japan (or at least not to intervene when the Japanese demanded such transfers as the cost of gaining access to the Japanese market). The United States provided technology to support its allies. By contrast, in the Japanese case, technology may be traded and transferred within firms, but it is rarely sold at arm’s length to unrelated firms. As mercantile realism would predict, there are very few countries with which Japan enjoys a technology trade surplus. Further, those that do have a technology trade surplus with Japan are also those—such as China, Thailand, Indonesia, and the United Kingdom—where Japanese investment accounts for a large portion of domestic manufacturing investment. In Japanese practice, technology, like trade, follows investment, and technology is a strategic asset, not a commodity.63
Economic Balancing Behavior
During the Cold War Japan seldom had to choose between advancing its political-military or technoeconomic interests. The Soviet Union represented a military security threat to Japan; it did not represent an economic threat, nor did it represent an economic opportunity. For its part, the United States was willing to provide both economic public goods in the form of open markets and military public goods in the form of an extended nuclear deterrent and forward-deployed ground, sea, and air forces. Japan could bandwagon with the United States politically and balance against it economically; thus the general outline of Japan’s alliance patterns during the Cold War—that is, a security policy built on an alliance with the United States combined with a protectionist economic policy—is consistent with both conventional and mercantile realism.

In the post-Cold War period, Japanese leaders face difficult choices about how to reconcile technoeconomic with military-political security interests. Intermittent, but intense, U.S. pressure for market access has provoked a heated debate in Japan between those who would suggest an Asia-first strategy and those who would seek to maintain the American alliance. To date, the alliance supporters have prevailed. Yet many Japanese bureaucrats, politicians, and business leaders have openly advocated turning away from the U.S. alliance and toward Asia.64
From a mercantile realist standpoint, Japan has significant incentives to pursue an Asia-first strategy. Many Asian economies are highly complementary to Japan’s; and Japan enjoys tremendous leverage in its dealing with those states by using its size and technological position to play them off against one another. Japan has not only established wholly owned subsidiaries throughout the region, but it has also replicated entire supplier-producer networks in Asia.65 The results have been impressive. In 1996 Japan had an $18 billion surplus with members of the Association of Southeast Asian nations (ASEAN) and a $23 billion surplus with Taiwan and the Republic of Korea alone.66 Japan runs trade surpluses with virtually all its trade partners—rich and poor, agricultural and industrial, those with budget surpluses and those with deficits. These results belie the argument that Japanese trade balances are merely the consequence of low savings and investment abroad.

Economic-Military Tradeoffs
Many of Japan’s decisions in the military realm have been driven as much by economic considerations as by strictly military calculations. In 1968 and 1970 Prime Minister Sato Eisaku commissioned studies on Japanese nuclear options. The second of these reports concluded that “the days are gone when the possession of nuclear weapons is a prerequisite for superpower status.” The studies were undertaken to provide the intellectual justification for Japan’s ratification of the nuclear Non-Proliferation Treaty (NPT). It was hoped that ratification of the NPT would provide both economic and political benefits useful for a Japanese government bent on maintaining high growth. One participant reported that “there was a pressing need to secure nuclear energy for economic growth by joining the treaty. It was therefore urgent that we arm ourselves with a rationale against acquiring nuclear weapons.”67
The debate over the role of Japan’s conventional forces and on whether or not Japan should become a “normal” nation is colored by economic considerations and the exigencies of economic diplomacy. Even those, such as politician Ozawa Ichiro, who use the term “normal” to mean a greater Japanese political and military role in the world, would limit Japanese involvement in operations overseas to U.N.-sponsored and directed missions.68 Although Japan displays great concern for autonomy in economic affairs, works diligently to acquire and indigenize foreign technology, and resists the foreign ownership of production in Japan, it also displays a far greater willingness than many other states to place its forces under international command. Unlike most “normal” nations, the rationale for the use of military force by a “normal” Japan would be the assumption of greater international burdens. Use of force would not be undertaken in the pursuit of national interests as structural realists would define them. Rather, the use of force would be the burden that Japan would assume in order to maintain its image as a member in good standing of the world community. It is that image, not the use of force per se, that serves Japan’s national interests by reinforcing other states’ inclinations to continue supporting the free-trade system that makes Japan’s prosperity possible.69
Whereas the United States is willing to overpay for defense goods to guarantee the autonomy and health of its defense industry, Japan is frequently willing to pay higher factor costs to maintain industrial autonomy. Examples are easy to find. Although Japanese reports in 1995 indicated that acceding to U.S. demands for increased auto parts imports would have enabled Japanese makers to cut costs on those parts by 20 to 30 percent, a rapid shift in supplier relations was judged detrimental to Japan’s interests since it might jeopardize Japanese production, employment, and the keiretsu system of industrial relations.70 Japan has shown less sensitivity to the problem of relative gains vis-à-vis one of its greatest potential military competitors than structural realism might predict, while displaying greater sensitivity in its economic relations with the United States and Europe. From the beginning of the U.S. occupation in 1945 until today, Japanese strategists have been more willing to accept U.S. military on their soil than they have U.S. bankers or manufacturers.

Nationality of Firms
As noted earlier, structural realists have made few detailed predictions about national economic priorities, such as whether the ownership of firms or the location of those firms is more important. Although it is therefore difficult to test predictions of structural and mercantile realism with equal certitude, the evidence does suggest three conclusions. First, the logic described by mercantile realism on the question of national ownership does seem to be at work in the Japanese case. Second, Japanese leaders take the question so seriously that they are willing to risk undermining important political-military relationships in the pursuit of Japanese interests in this area. Third, the United States does not pay the same premium for national ownership. Japanese elites are certain that nations and national ownership count, even in a “global economy.” The Japanese know exactly “who is us,” and prefer to trade with (and transfer technology among) co-nationals.

The 1995 auto parts trade dispute between the United States and Japan illustrates these points clearly. U.S. pressure on Japan to purchase higher volumes of U.S. manufactured automobile parts in 1995 went beyond routine demand-making and threatened to lead to a fuller trade war. The Clinton administration set a deadline by which 100 percent tariffs would be applied to imported Japanese luxury automobiles unless there were “measurable” changes in Japanese procurement of U.S. auto parts. The Japanese reacted vigorously and refused to bow to U.S. pressure. Hashimoto Ryutaro, then Minister of MITI, said “no” to the United States and was hailed as a hero. Ultimately, an agreement was reached that Japan would increase imports of auto parts manufactured by Japanese firms in the United States. The Clinton administration was satisfied that jobs would stay at home, while Japanese firms were pleased to achieve significant cost reductions and retain control and profits. Japan’s ability to say “no” to the United States on the ownership of firms and technology and the willingness of the United States to take “no” for an answer are attributable to the difference between the dominant U.S. view that firms do not have a nationality and the prevailing Japanese view that Japanese firms are Japanese wherever they are located.

An even clearer illustration of the emphasis that Japanese leaders place on national ownership and control can be seen in the approach to competitive foreign pressure euphemistically called “development importing” (kaihatsu yunyu). Using this approach, when aluminum smelting proved hopelessly uneconomical in the early 1980s, Japanese firms were guided by the government toward collective investment in Brazilian and Indonesian smelters to avoid dependence on foreign ingot.71 Following the same logic, the liberalization of beef and citrus a decade later was accompanied by the acquisition of cattle ranches and groves abroad.

 

Conclusion
Japanese policymakers and academics commonly argue that economic power is now more salient than military power. The former head of the Mitsubishi Research Institute summarized this position when he wrote that “although national supremacy was once a product of military power, it is now decided primarily by economic power. Economic power is, for its part, decided primarily by the ability to generate technology.”72 Ishihara Shintaro, the conservative politician, and Morita Akio, the former chairman of Sony, called attention to this view when they wrote that production of the microchips used in sophisticated weapons systems abroad gives Japan leverage over even the world’s strongest states.73 Economic power is, in this view, not simply the basis on which military power rests but can be used to safeguard or constrain national sovereignty.

Despite Japan’s capability to generate substantial military power, there is no broad-based call for Japan to convert its economic strength into military power and assume regional, much less global, leadership. Rather, many Japanese intellectuals have proposed Japan pursue a division of labor in international society. Noting that that by the end of the Tokugawa era Japan belonged to the merchants and the samurai (warriors) had been reduced to poverty, Amaya Naohiro, the late MITI official, argued that “for a merchant to prosper in samurai society, it is necessary to have superb information-gathering ability, planning ability, intuition, diplomatic skill, and at times the ability to be a sycophant.”74
Japanese strategists have noted that Japan’s history parallels the experience of Renaissance European trading states. Gotoda Masaharu, an LDP (Liberal Democratic Party) politician, argues that “while Mediterranean states such as Genoa, Naples, and Pisa fell one after another, Venetian prosperity continued, giving it a thousand year reign. What enabled Venetian prosperity alone to continue? First, Venice coolly faced the reality that there was no alternative path to making a living by selling their produce overseas. Accordingly, it pursued a wise foreign policy and made no missteps in its foreign policy choices. Secondly, its political and administrative apparatus remained in firm control, internal opposition was overcome, and a comparatively stable social order was maintained domestically.”75 Viewed from this perspective, Japanese efforts to exclude foreign firms from penetrating domestic markets and their willingness to pay a premium for high employment are more understandable. Japanese mercantile realism includes both measures designed to strengthen the technological, industrial, and financial underpinnings of power and measures designed to insulate Japanese society from forces that might ultimately jeopardize the state’s ability to pursue a mercantile policy in the long run.

During the 1980s, books and articles held up Japan as the outstanding example of the country whose behavior undermined neoclassical economic theory. Here we suggest that Japan is also a difficult case for orthodox theories of security. Some aspects of Japan’s foreign policy are difficult to reconcile with realist theory, when the primary motivation of state behavior is said to be military threat. Of course, structural realists do not claim that all states follow the behavioral imperatives of their theory; rather, they claim that any state which does not will pay a penalty. Japan may ultimately pay a high penalty for its apparent adherence to a different causal model of what makes states succeed or fail. Then again, by following a different, equally rational strategy, it may avoid these costs and emerge stronger and safer than before. Mercantile realism seems to have served Japan well during the period we studied. At a minimum, any comprehensive realist theory should include the logic of technoeconomic competition if it seeks to include Japan in the states the behavior of which it claims to explain.

Some analysts, pointing to the fact that the United States has guaranteed Japanese security, will argue that Japanese behavior is consistent with the precepts of structural realism and that Japan’s behavior will change if the U.S. alliance is weakened. While we cannot rule out such a possibility (and while we readily acknowledge that U.S. hegemony abetted the consolidation of the system we describe), we would urge circumspection both toward Japanese foreign policy and structural realism itself based upon our analysis. By now Japan has long had the world’s second largest economy—an economy greater in proportion to the world’s largest economy than either the Soviet Union’s at the height of the Cold War or Imperial Japan’s and Nazi Germany’s combined on the eve of World War II. Yet Japan, with all of the makings of a traditional great power, continues to rely on another great power for its military security. While this so-called “free-riding” may be realist—and we argue that it is in fact very consistent with mercantile realism—it is difficult to reconcile with the self-reliant and militarily focused world of great-power competition found under structural realism. A Japan operating under a structural realist model would long ago have begun lobbying to “pop the U.S. cork” from its bottle; it should have been “overproducing” military security since the 1970s.76 Japan’s foreign policy instead consistently reflects a more complex calculus, under which the maximization of military security frequently is subordinated in the pursuit of technoeconomic security interests. Military security is not ignored, but neither is it the predominant focus of a grand strategy designed to enhance comprehensive state power in the long run.
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7. Realism and Russian Strategy after the Collapse of the USSR 

Neil MacFarlane 



From 1993 to 1996, Russia’s relations with the West gradually deteriorated while Russia reasserted itself at the expense of the other newly independent states on the territory of the former Soviet Union. Some have explained this in terms of the increasing influence of realism in Russian foreign policy after a short honeymoon of liberal institutionalism.1 Others have contested this interpretation. For example, Robert Legvold has taken exception to what he perceived to be the deterministic quality of realist argumentation and its excessive focus on systemic variables. Policy consistent with the dictates of realism, in his view, was not systemically determined, but was largely a product of domestic politics and the choices of the Russian leadership; national leaderships could choose either “Waltzian” or “Wilsonian” definitions of self-interest, since “self-interest is a highly subjective matter and honest people can disagree over the best way to achieve it”:

The extent to which realist theory attempts to turn it into an objective matter by basing self-interest on the struggle for power also offers no way out . . .There is, in short, nothing about the essence of international politics or the imperatives created by states that says, at this juncture, facing the problems that it does, Russia should better pursue a Monroe Doctrine in the near abroad and a droit de régard [sic] in Central Europe than seek international regimes and multilateral machinery protecting its interests in these areas.2 

Legvold’s objection is interesting and challenging. To what extent was and is evolving Russian foreign policy consistent with the deductive propositions and predictive dimension of international realism? To what extent does it depart from these aspects of realist theory? And how does one explain both the congruence of theory and practice and the departures of the one from the other?

Closer analysis of the problem reveals other puzzles. First, given the frequent assumption in realist theory that the state is a rational unitary actor, how does one account for realist outcomes in Russian behavior where the state is hardly unitary or monolithic, where there is a wide diversity of opinion on the meaning of “the national interest,”3 and where the state’s control over Russian persons and organizations active internationally is often notional?

Second, Russian foreign policy is played out in at least two more or less distinct arenas: the other former Soviet republics, and the broader international system. The regional and global agendas of Russian policymakers operating on a realist calculus of international relations may diverge. The pursuit of a realist regional agenda might conflict with that of a broader realist agenda toward international actors outside the former Soviet Union. How, then, would one account from a realist perspective for the choices of policymakers?

In this chapter, I begin with a summary of basic propositions of realism concerning the behavior of states in the international system, and how, in deductive terms, these propositions generate hypotheses regarding Russian behavior. I follow this with a discussion of the evolution of Russian foreign policy in the post-Soviet era. I do not deal in detail with Soviet foreign policy during the Cold War. Although the exploration of continuity and change between the Cold War and post-Cold War eras might be useful in assessing the significance of systemic and structural influences on Russian foreign policy, space is limited, and contemporary Russia is a product in large part of the radical discontinuity constituted by the end of the Cold War.

I argue that the distribution of power at the regional level has favoured a strategy of assertion and consolidation by Russia in the “near abroad.” At the broader systemic level, the rapid decay of Russia’s position in international relations leaves it with two options: balancing and bandwagoning. The balancing option has proven difficult to exercise in the current international system. Consequently, realist theory would suggest a continuation of the retreat from the confrontational rhetoric and policy of the Cold War and of the more accommodative behavior characteristic of the Gorbachev era. This is also favored by Russia’s dependence on the other great powers for material assistance and the maintenance of status. This does not imply simple surrender to the desires of the West in general and the United States in particular. But one would expect that—to the degree that there is a correlation between the deterioration in state power and the pursuit of cooperative behavior—as Russia’s power declined, the cooperative content of its approach to the West would grow. 

The two strategic agendas are in tension with each other. Russian behavior follows the predictive propositions of realism within the former Soviet region. It is not entirely consistent with predictions derived from Russia’s changing position in the global balance. While Russia’s economy continues to contract and its military power continues to atrophy, it has abandoned the liberal internationalist focus of its foreign policy and is behaving in an increasingly confrontational manner. In particular, it has been unwilling to curb its regional ambitions in order to stabilize its relations with the United States and NATO,4 while farther abroad, its attitude on arms transfers to powers hostile to the West, on the conflict in the former Yugoslavia, and on NATO expansion, among other issues, suggests that the limits on its willingness to cooperate are narrowing. Russia is in fact willing to challenge the West on such issues, even if this risks substantial complication in its relationship with Western states. 

This apparent departure from the theory may reflect significant second image influences. However, it also reflects the fact that Russia retains substantial resources of power in international relations that are often missed at first glance. Notably, Russia’s weakness is itself a source of strength in the relationship with other great powers in the system. Recognition of these sources of power helps resolve the apparent tension between global and regional agendas and goes some distance toward explaining the apparent departure of Russia from the agenda dictated by its deteriorating position in the post-Cold War distribution of power. 

 

The Theoretical Framework
The question addressed in this chapter is whether realism can account for Russian behavior in international relations better than alternative theoretical perspectives, such as, at the systemic level, neoliberal institutionalism, or, at the unit level, those focusing on domestic politics and political culture.

The basic propositions of realism are highly contested, and the theoretical framework itself admits of considerable pluralism. Many realists would so characterize themselves without accepting the structural revisions of a Kenneth Waltz. For “classical” realists, the essence of international relations lies in the egoistic pursuit of national interest in an essentially anarchic environment, rather than in the determining influence of structure on the choices of states. It allows an important place for judgment and for motivation in the explanation of outcomes.5 To take a second example, some would argue that state-centricity is essential to the theory. Others would argue that it is an “analytical convenience.” As one author put it with reference to older exemplars of realism: “State-centrism is a superfluous principle in classical realism: the predominance of power and self-interest in international affairs abides, with all its consequences, whether states are the sole actors in that realm or not.”6 

The same author rightly notes that for “classical” realists, the assumption of rationality is not necessary, and much of the realist literature gives space in explanation to such variables as motivation and judgment, and, for that matter, to speculation regarding human nature, as is evident in the work of Hans Morgenthau and Reinhold Niebuhr.7 

Despite the considerable pluralism in realist perspectives, most would accept the following propositions as basic to the realist perspective on international relations. First, the primary actor in international relations is the state. The state is capable of unitary and rational action. It operates in a systemic framework characterized by anarchy; that is, states are autonomous actors in a system without a supreme authority above them. Resources in this system are finite and scarce. The scarcity of resources in the system dictates competition for control over them. The absence of an authority above states means that they must rely on their own devices to assure their security. As Paul Kennedy put it in a discussion of the meaning of grand strategy:

The history, geography, and culture of each country on our planet are unique . . .but there are some unifying elements, deriving from our common humanity. One of them is the demand placed on all the polities of this world, whether ancient empires or modern democracies, to devise ways of enabling them to survive and flourish in an anarchic and often threatening international order that oscillates between peace and war, and is always changing.8 

This in turn accounts for the fact that, in the realist tradition, international politics is essentially about power and the competition for it. Some have argued that national interest itself can be boiled down to the pursuit of power.9 Given that power is a relational concept, states are sensitive to relative gains in the distribution of power.10 This poses considerable constraints on their capacity to cooperate, since the gains from cooperation are not necessarily distributed equally among cooperating states. The significance of relative gains and, consequently, the constraints on cooperation are likely to be particularly strong in the realm of military affairs (as opposed to, say, trade). Charles Lipson pointed out in this context that regimes are much rarer in security than in economic affairs, because the “immediately and potentially grave losses to a player who attempts to cooperate without reciprocation,” and the “risks associated with inadequate monitoring of others’ decisions and actions” were much higher in the former than in the latter realm. He noted that in this context the incentive to defect is higher, concluding that “it is this special peril of defection, not the persistence of anarchy as such, that makes security preparation such a constant concern.”11 

Given that, according to the theory, states are inherently self-interested competitive entities, and given the intimate connection between wealth and power, sensitivity to relative gains is evident in the economic realm as well. Consequently, and ceteris paribus, prospects for cooperation are limited here as well. Moreover, economic instruments can and will be used by states in the competition for power when military means are, for whatever reason, deemed inappropriate. Strategy, the effort to relate means to ends, includes both military and economic dimensions.12 

In addition, most states pursue both welfare and power. Assuming that the two objectives are distinct yet simultaneously pursued, the basic realist point is that the principal objective of states is to maximize their own utility and, equally important, prevent relative decline in their own utility relative to that of other states. That is, the utility functions of states are not independent, but interrelated. 

Given the uneven distribution of capabilities in the system and the uneven development of states, few states have the capacity to assure their survival on their own. As Steven van Evera and Stephen Walt have argued, in seeking cooperative solutions to their security dilemma, states do have a choice. They can bandwagon with, or balance against, potential threats in their environment. Most realists would agree that states balance against, rather than bandwagon with, threats, because this choice carries a higher probability of maintaining autonomy.13 This presumes, however, the existence of similarly interested states with whom one can balance. Moreover, it is generally accepted that weak states (i.e., “states with illegitimate leaders, weak governmental institutions, and/or little ability to mobilize economic resources”) are likely to bandwagon, because, in part, of the severity of domestic threats to them.14 

There is a further, dynamic aspect to realism, concerning not so much the position at any given time of a state in the system, but trends over time in the distribution of power and their effects on state strategy. Rising powers attempt to appropriate resources at the expense of other states. Declining powers attempt to save what they can through preventive war, retrenchment, or appeasement.15 One might expect this strand of the discussion to have particular relevance to Russia, given the dramatic change in its position in the global balance of power. Since 1991, its position has been one of weakness and the trend has been one of decline.

It is also worth noting that much of the structural realist literature focuses not so much on the details of a single state’s approach to international relations—as I do in this chapter—as on the patterned quality of international relations in general. Waltz, among others, has stressed that his is not a theory of foreign policy; its focus is on the structure of the international system. He would, I suspect, be among the first to admit that there is a substantial range of choice for states in the international system. Classical realism is more congenial to this project, as it leaves substantial room for the characteristics of specific states and the motivations and judgments of their leaders. 

My own perspective on realism is minimalist and nondeterminist. It is realist in the belief that states in general act in a self-interested fashion to further their own ends (survival, welfare) in an anarchic system. They seek to retain or expand their power and control over resources. They are sensitive to their relative position in the system and to trends affecting that position. Beyond these basic propositions, other motivations may intrude into the calculus of decision. How leaders relate means to these ends is a matter of judgment. Both dimensions leave considerable space for domestic political influences and leadership characteristics to affect the choices and behavior of states. Systemic characteristics and environmental factors constrain choice and predispose states to certain kinds of patterned behavior, but they do not determine anything. 

One potential problem with this analysis and with realism in general is that of nonfalsifiability. Self-interested behavior of almost any type (viz. balancing, bandwagoning, confrontation, and appeasement) may be rendered consistent with the theory. Indeed, the simultaneous pursuit of all of these alternatives in different contexts and on different issues may be explained in realist terms. One is left wondering what the theory could not explain. I address this problem in greater detail later in this chapter, and suggest a number of actual or potential policies that could falsify the realist perspective.

 

The Application of Realist Theory to Russian Foreign Policy
What does this discussion of international realism imply for Russia? It emerged from the Cold War as a weak state internally. Its position in the balance of power had deteriorated rapidly and substantially. Russia’s military position and alliance structure in Europe had largely collapsed while that of its principal post-World War II adversary remained largely intact. The collapse of the USSR deprived Russia of control over its immediate periphery. The discrediting of Marxism-Leninism had stripped the Soviet state of its ideological basis, requiring the definition of an alternative form of legitimation. The economy was in free fall, with a 39 percent decline in GDP from 1990–93, and a further 16 percent decline in the first quarter of 1994.16 Signs of growth returned only in 1996–97, and these were stalled further by the consequences of instability in emerging markets in the last months of 1997 and through 1998.

Russia and the Newly Independent States
On the other hand, power is relative and relational, and the situation of Russia’s newly independent neighbors, with the possible exception of the Baltic republics, was even worse. (See Tables 7.1 and 7.2.)

It should be acknowledged that, in many instances, these data are approximations. However, the point of the table is to give a picture of the relative power and power potential of the former Soviet states. There is no reason to believe that the lack of precision in data acquisition biases the results sufficiently to draw into question the accuracy of the basic picture.

The first aspect to note in this table is the sheer difference in size, and therefore, potential power, between Russia and the rest. The second is that, although the decline in GNP and the rate of inflation in the Russian economy have been notable, they are hardly the most impressive in the bunch. One need only compare Russian inflation with that of Ukraine, the second most powerful state in the region, to grasp this point.

In assessing the relative economic power of the Russian Federation in the former Soviet space, however, one should look beyond the gross indicators of economic weight and performance to examine the nature of dependencies among the constituent republics of the USSR at the time of dissolution. The spatial structure of production and exchange in the USSR greatly favored the Russian Federation. Infrastructure was routed from the republics to the center with the result that very few links to the outside world not controlled by Russia existed, with the exception of the western republics. The other republics, moreover, were (and in a number of instances still are) heavily trade dependent on the Russian republic. There is no question that Russian was sensitive to disruption of trade with the other republics. However, the impact of disruption or diversion for Russia and its neighbors was asymmetric. The other republics were in most cases more susceptible to the vulnerabilities of asymmetric interdependence, in large part as a result of the focused nature of their markets and the high degree of specialization in production.

Similar comments can be made about the balance of military power in the region. Russia possesses a massive military advantage over its neighbors. Although the state of repair of much of the equipment in the Russian Federation is subject to question, the readiness of many of its units dubious, and (to judge from Chechnya) their combat effectiveness less than ideal, the same is true of the militaries of the other former Soviet republics. They suffer the additional problem that many of their officers were (and are) of Russian extraction. The demise of the USSR left substantial (though decreasing) numbers of Russian troops on the soil of the other republics. Leaving aside the jointly controlled forces in Turkmenistan, more than 90,000 personnel in Russian-controlled military units are in the other former Soviet republics (mainly in Ukraine, Armenia, Georgia, Moldova, and Tajikistan).17 Azerbaijan is the only former Soviet republic outside the Baltics that is free of Russian military forces.18 For the most part, these units are far more formidable than the armies of their host countries. All of this leaves aside the question of nuclear weapons. By 1997, Russia was the only remaining nuclear power in the regional system. 

Arguably, Russia possessed certain sociopolitical advantages as well. In contrast to many of the other former Soviet republics, Russia did not have a significant problem with compactly settled ethnic minorities, with the exception of the Northern Caucasian jurisdictions. While much was made of the possibility that Russia might go the way of the former Soviet Union, dissolving into ethnically based subordinate jurisdictions, such an expectation ignores certain aspects of the ethno-demography of the Federation. There are eleven autonomous republics within the Russian Federation in which Russians are not a majority of the population. With the exception of those in the Northern Caucasus, they are surrounded by areas in which Russians are a majority. Together these autonomous jurisdictions constitute approximately 13.9 million people, or 9 percent of the total population of 147.3 million at the time of the 1989. The same census reported that some 83 percent of the total population of the Russian Federation were ethnic Russians.

Although the war in Chechnya demonstrated that, in this particular region of the Russian Federation, intercommunal violence could cause substantial pain, the potential for effective challenge to the territorial integrity of the Russian state on the part of minorities is very limited.19 The contrast with Georgia, for example, or, for that matter, Ukraine, is striking. As we will see, the ethnic diversity of the populations of many of Russia’s former Soviet neighbors creates vulnerabilities that are comparatively easy to exploit. One element of that diversity, in fact, presents particularly attractive opportunities for the Russian Federation. The russophone diaspora of some 25 million people distributed throughout the former Soviet Union, although in some respects a liability, represents a significant potential resource in Russia’s policy toward its neighbors.20
If one accepts Gilpin’s proposition that a state will expand at the expense of other members of the system until the perceived costs of such expansion equal the perceived benefits, then Russia would be likely to expand its influence at the expense of its neighbors in the region.21 The distribution of power in the region favors a revisionist strategy on the part of Russia. Sensitivity to the possibility of relative gains by powers external to the post-Soviet space that might take advantage of the region’s confusion to establish themselves would strengthen this conclusion.22 Finally, as Russian analysts themselves have argued, the reestablishment of a position of leadership in the former Soviet region may be a prerequisite for reestablishment of the global stature of Russia.23
Such a strategy would seem particularly attractive since the weaker neighbors of Russia were perceived to be generating negative externalities for Russia in the form of migration that the Russian Federation lacked the resources to absorb, economic dislocation as a result of the rupture of links of interdependence, and potential spillover of local conflict outside the Federation into border regions of Russia. In addition, Russia faced serious problems resulting from the absence of established and policed borders with its neighbors. Control of narcotics and arms trafficking, for example, required effective border interdiction. There were no effective borders within the territory of the former Soviet Union between Russia and the other republics. Such facilities existed on the former Soviet borders that fell for the most part under the jurisdiction of other former Soviet republics.

To summarize, realist theory would suggest, all other things being equal, that the distribution of power weighted toward the Russian Federation and the negative consequences of lack of control over its neighbors would favor a policy of assertion of Russian power at the expense of the Federation’s neighbors. Russia would attempt to use political, military, and economic instruments to control the other former Soviet republics.

 

Russia and the Rest
Within the global arena the Russian position was far more problematic. During the Cold War, Russia had been the core of a multinational state and associated alliance system that formed one of the two poles of the international system. The USSR was generally recognized in military terms as at least the equal, if not the superior, of the United States. Although the economic performance of the Soviet Union and its allies left much to be desired, particularly as the dilemmas of transition from extensive to intensive economic growth in centrally planned systems began to take their toll, the USSR nonetheless was the center of one of two competing economic systems in the global economy.

This position began to erode considerably in the late 1980s. Owing to internal crisis and a reconceptualization of its place in the international system, the USSR implemented a substantial retrenchment from its alliance commitments in Eastern Europe and its farther flung commitments in the Third World. The position collapsed in 1991 with the implosion of the Soviet state. In the meantime, after a recession at the beginning of the 1990s, the Western economies recovered and continued healthy growth into the 1990s. The combination of shrinkage in Russia and stasis and then expansion in the West rapidly widened the economic gap between the two. Russia is now substantially dependent on Western financial resources to stabilize its budget, and resuscitate its economic base.

The withdrawal from forward bases in the former German Democratic Republic, the former Czechoslovakia, Poland, and Hungary fundamentally altered the place of Russia in the European conventional military balance. The collapse of the Warsaw Pact deprived the USSR of its principal allies. The scrambling of former Warsaw Pact states—and, for that matter, many of the non-Russian former Soviet republics—for inclusion in Western political (the Council of Europe), economic (the EU), and military (NATO) multilateral structures posed the prospect of a substantial expansion of the sphere of influence of the Western alliance at the expense of Russia. The Russian fleet was in port, its blue water capability rusting away, while the army lacked the funds properly to house and feed, let alone train, its units. The incapacity of the Russian state to sustain levels of military expenditure has had a profound impact on the readiness of Russian nuclear and conventional forces. The consequences of the fiscal crisis in the Russian defense sector are evident in the poor performance of land forces in Chechnya.

In short, there has been a profound global erosion in the Russia’s position. Realist theory suggests that a state in such circumstances, and concerned about its deteriorating position, would seek to balance against the United States and its Western allies.

The problem was that the external balancing option was weak. The power-political advantages—from the Russian perspective—of balancing through alliance with lesser powers such as Iraq, Iran, North Korea, and/or Cuba were (and are) hard to fathom. The logical candidate is China, which is emerging as a key economic and military actor in the Pacific Rim and which has problems of its own with the West. There are other more specific reasons why Russia might seek substantial improvement in its relations with China. Notably, Russia has a long frontier with China that it cannot afford to defend. China provides a substantial market both for Siberian natural resources and Russian armaments. China is also a source for light manufactured goods and agricultural products for the Russian Far East, allowing the latter to compensate for supply problems along the west-east axis of the Russian transportation system. Finally, both Russia and China share an interest in the stability of the new Central Asian states, since both are vulnerable to the spillover of ethnically and religiously based disorder there.24 Moreover, as the events of 1996–97 in Xinjiang suggest, China is facing a destabilizing demonstration effect of independence in Central Asia. Arguably, all these factors favor rapprochement between the two states.

However, although China’s relations with the West are strained on an array of issues from human rights through China’s military buildup to its trading practises, the creation of an alternative pole in the system—based on an alliance between Russia and China—would require a level of tension in China’s relations with its Western and Asian economic partners that is difficult to conceive, given the priorities of China’s leadership in current circumstances. China requires orderly economic and stable politico-military relations with Western states to continue its surge of growth.

Moreover, for Russia, China is as much a threat as it is an answer to the country’s security problems. The demographic and economic weight of China is exercising an increasing economic pull on the eastern regions of the Russian Federation. The regions bordering China are underpopulated and their population continues to shrink as a result of emigration. There is considerable illegal Chinese immigration into the Russian Far East.25 The difference between Russian and Chinese rates of economic growth suggests that Russia will be left ever farther behind in the economic balance between the two states. Russia and China have a long history of conflict over these areas and of cultural animosity. This gives the Chinese reason for concern over the possibilities of a nationalist turn in Russian politics and of Russian recovery to a point where Russia might once again seek to assert itself in the Far Eastern region. For all these reasons, there are, in the abstract, significant limits on the attractiveness for each side of reliance on the other. The predictive dimension of realism in this context would suggest a limited rapprochement that falls short of a full balancing strategy.

The limitations on balancing options, coupled with the decline in Russia’s position in the distribution of power and Russia’s dependence on Western assistance and economic involvement, suggested a strategy of appeasement and cooperation. In this sense, the predominance of the liberal internationalist perspectives of “new thinking” in the early period after the demise of the USSR, and the close and cooperative ties with the United States and the other Western states during this period are consistent with the predictive dimension of realism.

Such a strategy was also suggested if one accepts modification of the balancing-bandwagoning dichotomy to include domestic as well as external threats. Close relations with the Western community would arguably strengthen the Russian leadership in the face of its internal opposition. Moreover, the “promise of rewards”—the capacity to reallocate resources away from defense expenditure and reform the domestic economy without needing to preoccupy oneself with imminent or potential strategic threats from the main historical adversary, as well as flows of Western assistance—recommended bandwagoning for profit.26
It is worth stressing that this accommodation would, in theory, include Japan—one of the principal potential sources of capital and expertise for Russian recovery and a logical market for Russian raw material exports. There are fewer potential longer term threats emanating from Japan than from China. Indeed, one could argue that the development of stronger relations with Japan would serve as a means of balancing potential threats from China in the Russian Far East.

The overall problem for a realist explanation is that, at first glance, the two vectors of Russia’s expected strategy contradict one another. A strategy of assertion and suppression in the former Soviet Union is likely to create tensions in relations with the West, since Western states have assumed commitments to the sovereignty of the other former Soviet republics, and since any successful reconsolidation of the former Soviet space might be perceived by Western states to be threatening, particularly as Western strategic and economic interests in the newly independent states gradually expand, as they are doing in the Caspian Basin. This in turn would make Western states more likely to balance against rather than cooperate with Russia.27
 

Russian Conceptualization of Foreign Policy and International Relations
The maturation of Russian foreign policymaking from 1991–96 produced several more or less authoritative statements of Russian strategy in the “near abroad.”28 I focus on six—the Foreign Policy Concept of the Russian Federation,29 the descriptions of Russian military doctrine,30 the “Russian National Security Concept for 1994,”31 Andranik Migranyan’s analysis of Russian interest in the “near abroad,” from January 1994,32 Boris Yeltsin’s Decree of September 1995 on Russian relations with CIS states,33 and the theses of the Council on Foreign and Defense Policy of May 1996.34 As a group, they are indicative of a wider evolution in the views of policy analysts and the attentive public.35
Several themes run through these documents. First is the focus on state interest as the basic underpinning of national strategy. As the Russian National Security Concept for 1994 put it: “The main threat is the weakening of power and statehood, “ in the context of a “fundamental change in Russia’s position in the world community and in its mutual relations with foreign states.”36 This is frequently coupled with a critique of previous “liberal” or “utopian” policy for insufficient attention to matters of Russian interest.

With regard to the newly independent states, which are identified as the first priority of Russian foreign policy, most of these documents stress that Russia is surrounded by a region of weak states that are in many instances incapable of controlling negative spillovers into Russia itself. The major failure of early Russian foreign policy was its inattentiveness to the centrality of policy vis-à-vis the near abroad.37 Citing Russian military doctrine, one of the basic dangers to the Russian Federation is “existing and potential local wars and armed conflicts, particularly in the vicinity of Russian borders.”38 Moreover, powers external to the former USSR may take advantage of Russian inattentiveness or weakness to establish strategic positions at Russia’s expense.39
This problem was judged to be particularly serious along the southern periphery of the former Soviet Union. Turkey pursued an ambitious strategy of deepening its relations with the turkic states of the former Soviet Union, as well as with Georgia, in 1992–96. This extended in a less dramatic way to the establishment of ties with North Caucasian Muslim peoples such as the Chechens. Much of the Russian strategy in the Caucasus discussed below may be explained at least partially in terms of an effort to contain this initiative.40 More recently, the United States has come to be seen as a regional threat, seeking to acquire control over the region’s important natural resources. Also frequently encountered is insistence on the need to control the borders of the former Soviet Union in order to limit cross-border contraband in weapons and drugs, and the spread of ideologies (e.g., Islamic fundamentalism) that are perceived to be antithetical to the interests of the Russian Federation.41 This identification of Russian strategic preoccupations in the near abroad reveals a strong sensitivity to issues of interest, power, competition, and relative gain. It predisposes Russian policymakers toward actions to control this space and limit involvement of other powers. Together, these factors favor a Russian interest in cooperation among former Soviet states, but, even in declaratory doctrine, this is not to be cooperation among equals on the basis of mutually recognized common interests, but instead on Russian leadership and the others’ acquiescence.42 Their discussion of institutional manifestations of Russian control is reminiscent of Gilpin’s discussion of hegemonic cooperation.

With regard to the West, the early embrace of interdependence and cooperation in security and economic relations was well expressed recently by Sergei Rogov, the director of the USA-Canada Institute, who points out that the Russian leadership felt that:

to provide favorable conditions for reform at home, Russia had to adopt a foreign policy which would reject Bolshevism’s ideological dogmas, not only doing away with the legacy of the confrontation of the Cold War era, but also joining the “civilized world,” that is, the Western community, at an early date. Accordingly Russia was prepared to accept US leadership without qualification.43
This has been replaced by a deep disillusionment with the fruits of this attempt at cooperation,44 a growing suspicion of Western intentions regarding Russia perhaps best typified in the commentary on NATO expansion, and a reemphasis on the primacy of specific Russian interests distinct from those of Western states.45 The latter often translates—at least at the declaratory level—into advocacy of the balancing strategy inherent in Eurasianism.46 The earlier comprehensive quality of cooperation with the West has been replaced by a far more differentiated and less ambitious agenda of cooperation based not so much on universal liberal values as on convenience and interest. There are areas in which the benefits of cooperation exceed the cost, and where cooperation is therefore desirable. There are those in which cost exceeds benefit, and where, consequently, cooperation does not make sense. This strongly resembles the classical realist approach to cooperation, whereby states cooperate to the extent that, and as long as, it suits them. When it doesn’t, they don’t, with institutions and norms having little autonomous impact on their behavior.

This equivocal and self-interested approach to the issue of cooperation is also evident in economic policy. Russia remained strongly interested in broadening and deepening economic ties to the West. This was cast, however, not so much in the rhetoric of globalism as in terms of Russian national interest. As the Foreign Policy Concept put it in 1993,

Without economic rebirth, Russia cannot become a full-fledged member of the club of great powers at the end of the 20th and beginning of the 21st centuries, and, consequently, it will be more difficult to defend its own interests and the interests of Russians in the international arena.

Disillusionment with the fruits of the relationship with the West has been accompanied by increasing interest in alternative relationships. In 1993, Yeltsin himself, in comments during his first trip as president of an independent country to China, stressed that Russia’s foreign policy could not be oriented in an exclusively Western direction, but had to face both east and west. Similar comments were made during the president’s visit to India. The “Foreign Policy Concept” criticized the Soviet era’s production of policies that tended to isolate the USSR from its Asia-Pacific neighbors, and stressed the possibilities for more cooperative relationships there as a means of “ensuring Russia’s independent role in the polycentric system of regional international relations.” It went on to call for a deepening relationship with China. Significantly, however, it warned against any steps that might reproduce a re-creation of Cold War confrontation in the region between a Sino-Soviet bloc and the United States.47 It is also noteworthy that, in the section of this document on the Asia-Pacific dimension of Russian foreign policy, the discussion of relations with China was preceded by that concerning Russo-American relations in the region.

Discussion of balancing alternatives revived in the face of NATO’s expansion project and also the turn in Russian domestic politics evident in the elections of December 1995. Defense Minister Pavel Grachev, for example, asserted in November 1995 that any expansion of NATO would produce a Russian search for allies, not only in the CIS, but also in “the Middle East and Far East.”48 Both India and China have been mentioned in this regard. Boris Yeltsin responded to the 1997 decision to invite three Central European states to join NATO by noting that Russia would engage China more deeply in response to enlargement.

 

Russian Strategy in the Former Soviet Union
The principal focus in this discussion of Russian behavior is on the newly independent states of the former Soviet Union, since this is, by Russian admission, the first priority of their foreign and security policy. In examining Russian strategy in the newly independent states, I focus on three components: Russian national security policy vis-à-vis the other newly independent states; Russian foreign economic policy in the region; and Russian policy toward regional cooperation. The first displayed an increasingly clear propensity to use force or the threat of force to expand Russian influence over the other former Soviet republics until the war in Chechnya. The second suggested a consistent pattern of manipulating the dependencies of the other former Soviet states to obtain compliance with Russian economic and politico-security interests. The third indicated an increasingly clear Russian effort to structure regional cooperation in such a way as to establish Russian leadership and control over regional organizations. All three directions are consistent with the predictive component of realism outlined previously.

Decisionmakers responded to the interests and concerns outlined in the previous section in a patterned way in national security policy. One element was the use of force, officially or unofficially, to interfere in the affairs of other republics in order to enhance Russian influence and/or prevent gains on the part of potential state and non-state adversaries. The best example was Tajikistan, where the Russian Army intervened in force to sustain an unrepresentative ex-communist regime in the face of attacks on it by a democratic and Islamic opposition. The intervention occurred in response to a request from Islam Karimov, the President of Uzbekistan, and other Central Asian leaders who had even more to fear from instability in Tajikistan than Russia did.49 In justifying the intervention, Yeltsin stressed that, given the lack of established border control within the former Soviet space, the border of Tajikistan with Afghanistan was the border of Russia. The result has been the establishment of significant Russian force along the Central Asian perimeter of the former Soviet Union. This intervention was accompanied by substantial Russian pressure on the Central Asian states to deepen cooperation (under Russian control) in the area of border control.

The Transcaucasus provided other examples.50 Here, elements of the Russian military assiduously manipulated the civil conflicts in the region (notably the Nagorno-Karabakh conflict between Azerbaijan and Armenia and the conflicts between Ossets and Abkhaz on the one hand and Georgians on the other in the Republic of Georgia) in order to return the governments of the region to a position of subservience. In the case of Georgia, Russian forces stationed in Abkhazia assisted the secessionist movement up to the point that the Georgians were driven from the region. At this stage, Georgia abandoned its previous unwillingness to join the Commonwealth of Independent States (CIS), signed a number of economic agreements binding the republic to Russia, and ultimately accepted a military cooperation agreement that provided, among other things, for a twenty-five year Russian lease on three military bases within its borders.51 Armenia has signed a similar agreement concerning the status of Russian forces and followed that up in 1997 with a bilateral treaty that amounted to an alliance. Azerbaijan is the only country in the Transcaucasian region with no Russian forces within its borders, but it has been under significant Russian pressure to allow a return of the Russian military, coordination of air defense systems, and joint border control.52 Many have interpreted Russian support of the Armenian side in the Nagorno-Karabakh dispute as a means of bringing Azerbaijan to heel.

A third example might be the Russian manipulation of the Crimea dispute to elicit Ukrainian concessions on the Black Sea Fleet question and compliance with Ukrainian commitments to denuclearization, as well as a more compliant general direction in Ukrainian foreign policy. Here the pluralistic quality of the Russian foreign policy formulation process has worked to Russian advantage. Although the government itself studiously avoided any demonstration of commitment to Russian secessionist forces in the Crimean parliament, the State Duma repeatedly expressed support for the transfer of Crimea to Russian sovereignty and supported the Crimean government against Kyiv, underlining the possibility of change in official policy.53 The success of Russian pressure is evident in Ukraine’s formal accession to the Nonproliferation Treaty (NPT) in October 1994, and the general improvement in Russian-Ukrainian relations subsequent to the election of Leonid Kuchma as president, typified by the initialing of a treaty of friendship and cooperation in February 1995 and the conclusion of a bilateral treaty in 1997. The Russian Federation’s failure to interfere with the Ukrainian Government’s suppression, in early 1995, of the Crimean constitution and presidency reflected not only Russia’s preoccupation with the analogous case of Chechnya, but also recognition that the Russians had essentially obtained what they wanted.

The mention of Azerbaijan and Ukraine brings me to the second dimension of the discussion—the use of economic instruments to pursue strategic objectives. In the case of Ukraine, the central question was that of energy debt. In 1995, Russia was providing more than two-thirds of Ukraine’s oil and 60 percent of its natural gas (the balance coming from Turkmenistan via pipelines transiting Russian territory). The critical issue from the Ukrainian perspective was Russian willingness to tolerate the accumulation of debt through the unpaid export of natural gas supplies without which the Ukrainian economy would grind to a halt. The incapacity of Ukraine to pay precluded the search for alternative sources of supply to this energy-poor economy and created a deep and asymmetrical dependence on Russia. The results were exacerbated by Russia’s (and other CIS suppliers’) move to world price levels for energy. Energy dependence, coupled with the termination of official transfers from Russia to Ukraine, caused Ukraine in 1993 to have an annual trade deficit with the other CIS states of some $2.5 billion dollars, owing Russia more than $1 billion for energy imports, and being in substantial arrears with Turkmenistan as well. By 1995, according to some reports, the Ukrainian energy debt to Russia had risen to $4.3 billion.54 Energy debt was used as a lever in negotiations regarding the disposition of the Black Sea Fleet. It was intended, for example, that a substantial portion of the Ukrainian share be sold back to Russia in return for diminution of debt. Ukraine is hardly alone in this respect.55 Between 1992 and 1994, it was estimated that these factors had resulted in a cumulative debt of the non-Russian former Soviet republics to Russia of $15 billion, or about 15 percent of their cumulative 1994 GDP.56
More concretely, Russia has on occasion demonstrated its willingness to use its control over energy transport infrastructure to coerce its neighbors into compliance with Russian foreign policy objectives. A concrete example is the experience of Kazakhstan. The Kazakhstani authorities concluded an agreement with Chevron in 1993 for a $20 billion U.S. investment in the development of the Tengiz oil field. Initially, the oil was to be exported to Western markets along existing and improved Russian pipeline routes terminating at Novorossiisk on the Black Sea.

It transpired, however, that Russian authorities were unhappy with their exclusion from the Tengiz development and their share of other Kazak energy development projects. They sought to take advantage of their monopoly position in the pipeline sector to extort rents at the expense of both the Kazaks and their foreign partners.57 They also exploited the vulnerabilities that resulted from the hub and spokes pattern of energy transport in the region to coerce the Kazaks into compliance by interrupting the flow of oil to the energy complex in Southeastern Kazakhstan in 1994.58 From a geopolitical perspective, this had the effect of limiting the extent to which Western firms might replace Russia in the critical energy sector of Central Asia, and making the point to the Kazaks that, if they wanted to get back on their feet, it would be with Russian help. Chevron responded to its unforeseen transport costs by putting its Tengiz development on hold, reducing its level of planned investment and ultimately splitting its equity stake with Mobil in order to spread future risk and inviting the Russian corporation LUKOil to take a stake as well. Russian behavior in this instance suggests a desire to extract a substantial share of the profits of development of critical natural resources in the other former Soviet republics, and to control the access of these states to the international marketplace.

A similar conclusion can be drawn about Russian behavior regarding energy production and development in the Transcaucasus. Azerbaijan negotiated for several years with a consortium led by British Petroleum to develop offshore reserves. The Azerbaijanis attempted to mollify Russia by granting LUKOil 10 percent of Azerbaijan’s 30 percent stake in the project. In September 1994, negotiations came to fruition in a $7 billion deal for offshore development. At this stage, the Russian Foreign Ministry weighed in, rejecting the deal on the basis that ownership of offshore resources in the Caspian was unresolved since the Caspian Sea, as a lake (sic), was not covered by international laws concerning offshore resource zones. The Foreign Ministry took the view that LUKOil participation in the project might imply Russian recognition of Azerbaijan’s authority over the a section of the Caspian shelf. This resulted in substantial delay of the project in question; this, in turn, interfered with economic recovery and political stabilization in Azerbaijan.

This story also has a pipeline dimension. The preferences of the majority of consortium partners were for transport in the short term via Georgia to Supsa and the Black Sea, and in the longer term via Armenia and Eastern Turkey to terminals on the Mediterranean. This option had the advantage from the point of view of Azerbaijan and Georgia of reducing dependence on Russia, as well as (in the Georgian instance) providing a much-needed infusion of hard currency to assist in economic recovery. Russia vociferously resisted this variant, insisting that Azerbaijani oil be exported via Russia to Novorossiisk. Turkey attempted to shortcircuit this option by enacting (in July 1994) more stringent restrictions on tanker traffic through the Bosporus and Dardanelles. Russia has responded with a proposal to ship the oil by tanker to Burgas (Bulgaria), where it would be offloaded into a new pipeline that would terminate in Alexandropoulis, Greece (a prospect no doubt difficult for the Turks to swallow). The fact that the Russian section of pipeline transits Chechnya no doubt goes some considerable distance toward explaining the Russian operation to suppress the Dudaev regime in Chechnya.

In the autumn of 1995, the development consortium selected the Georgian option. The Georgians and Azerbaijanis, along with their international partners, attempted to reassure Russia by agreeing that existing volumes of oil exported from Azerbaijan would continue to use Russian pipelines and that the new pipeline would carry only “new” oil. In other words, the project implied no loss for Russia in absolute terms. Nonetheless, the decision reportedly resulted in a flying visit to Baku by two Russian deputy foreign ministers who read Geidar Aliev the riot act. The result was a reversal and acceptance of the Russian option.59 Ultimately a compromise was achieved whereby Azerbaijan’s oil would travel on both routes once they were rehabilitated. The first of Azerbaijan’s new oil began to flow in the autumn of 1997 via Novorossiisk. The Georgian pipeline was scheduled to come on line in late 1998. The “relative gains” dimension of Russian behavior on this issue should be obvious.

Both the economic and military discussions have international institutional components as well. The Russian government has manipulated the collective security and peacekeeping agreements of the Commonwealth of Independent States in such a way as to provide an institutional imprimatur for unilateral intervention in pursuit of its own foreign and defense policy objectives. The peacekeeping force in Tajikistan, for example, operates under a CIS mandate renewed at regular intervals, but is heavily dominated by Russian forces who report to the Ministry of Defense in Moscow. The CIS peacekeeping force in Georgia was installed only after Georgia had capitulated to Russia on the question of membership in the CIS. It is composed exclusively of Russian troops and also reports to Moscow. In short, Russia has dominated the military and security dimensions of multilateral cooperation in pursuit of its own strategic objectives. Where the organization has not been useful in this regard, Russia has bypassed it in concluding asymmetrical bilateral agreements, such as those concerning status of forces in Armenia, Georgia, and Armenia and military cooperation in Turkmenistan and Kazakhstan.

Similar patterns are evident in multilateral economic cooperation. The paradigm case is the (ultimately failed) ruble zone project of 1992–93. Here Russia offered cooperation in the supply of liquidity to other former Soviet states in return for the deposit of these states’ hard currency reserves in the Russian State Bank in Moscow and effective Russian control over monetary policy.

More recently, Russia has been seeking closer multilateral cooperation on matters of border control and air defense with the peripheral states of the former Soviet Union,60 as well as in the area of trade. Yeltsin’s September 1995 decree on Russian policy toward the other newly independent states makes clear that such efforts—and indeed foreign, security, and trade policy issues in general—should occur under Russian leadership.61 In short, in all three dimensions of Russian policy in the former Soviet Union, both documentary evidence and the empirical record are consistent with the predictive dimension of realist theory.

By way of conclusion, it is worth noting that Russia’s capacity to pursue a hegemonic agenda in the former Soviet region has depended importantly on at least one permissive condition—the unavailability of serious balancing options for the other newly independent states. This condition may be weakening as the United States and the EU states gradually increase their political and economic involvement in the CIS states, and notably in Ukraine, the Transcaucasus, and Central Asia. This may reduce the vulnerability of these states to Russian politico-military and economic pressure. However, this does not alter the basic conclusion thus far regarding the utility of the realist logic in accounting for Russian behavior toward its neighbors.

 

Russian Strategy Toward the Rest
Matters are not as simple in Russia’s relations with the West. On the one hand, ample evidence exists of durability in the most fundamental aspects of the Gorbachevian project of cooperation with the West on security issues. In fact, the Russian-American arms control arrangement suggests the opposite of Lipson’s point cited above. The most developed aspects of Russian cooperation with the West lie in the realm of security, even though this is the area in which, theoretically, sensitivity to relative gains should be most intense. This is the one area in which Russia might be said to be embedded in the core of international relations and in which “strategic partnership” with the United States exists.

Implementation of the INF Treaty moved forward more or less smoothly. Russia is generally complying with the provisions of the two major arms control agreements at the strategic level—START I and II—despite the failure to ratify the latter. Russia actively cooperated with the United States in facilitating Ukrainian compliance with the Lisbon Protocol on the application of the non-proliferation regime in the former Soviet Union.62
With one critical reservation (to be discussed), Russia complied with the provisions of the CFE Agreement. It implemented the troop withdrawal provisions of the two plus four agreement on German unification. It completed the withdrawal of its forces from the former Warsaw Pact states. The Russian government on the whole cooperated for much of the period with Western agendas in the UN Security Council, such as the maintenance of sanctions on Libya and on Iraq, despite fairly substantial costs to Russia. It did not allow its reservations regarding Western policy toward Serbia and Bosnia-Herzegovina to prevent the West from escalating its involvement in that war. In instances where Russian preferences in the former Soviet region ran directly counter to Western preferences, and where these preferences are made unambiguously clear (viz., the question of Russian troop presence in the Baltic Republics), it abided by them. This behavior is consistent with the deductive propositions based on change in the distribution of power outlined in Section III.

However, there are elements of tension in these smoothly operating areas of Russian-Western relations. There were disagreements on the pace of reduction in strategic ballistic missile arsenals and on ballistic missile defense, and Russia ignored forcefully expressed Western opposition to sales of missile technology to India and of conventional arms.63 Moreover, Russia intensively sought revision of flank limits in the CFE Treaty, particularly as these concerned Russian deployments on the southern flank. Russia unilaterally violated these limits during its action in Chechnya. Moreover, the Russian government, or elements thereof, courted significant problems in the relationship with the United States through the proposed transfer of nuclear technology and (reportedly) ballistic missile expertise to Iran in the face of sustained and vociferous American disapproval.

In the former Yugoslavia, when push came to shove, Russia did not interfere with UN-sanctioned escalation in Bosnia in 1995, the Croat offensive in Krajina, and the subcontracting of military functions to NATO in the context of UN efforts to secure a cessation of hostilities.64 However, it resisted, and on occasion acted unilaterally to prevent, specific acts of force against the Bosnian Serbs, as it did in February 1994 in its redeployment of peacekeepers from Croatia to areas around Sarajevo when the Bosnian Serbs were under threat of air attack. Moreover, the United States and its European allies—in escalating the use of force in the area—have had to rely on broad interpretations of early UNSC resolutions on the conflict, since it is improbable that Russia would have supported new broader mandates. In the context of impending settlement of the conflict, Russia continued to oppose NATO command of the peacekeeping venture likely to follow signature of a peace accord in Bosnia. Once the IFOR plan came into effect, they refused to accept the subordination of Russian forces in Bosnia-Herzegovina to the NATO command structure. Finally, Russian policy in the former Soviet region has more than occasionally acted as an irritant in relations with Western powers ostensibly committed to the autonomy of the non-Russian former Soviet republics and attracted by the economic opportunities they present.

The deepest disagreement between Russia and the West concerned the role of NATO in Europe in general and NATO expansion in particular. Russian commentary on NATO has suggested that they view the organization as an artifact of the Cold War, and as an inappropriate basis for strengthening European security. They regarded NATO expansion into the former Warsaw Pact zone as a hostile act deleterious to the national security of the Russian Federation. This sentiment spanned the political spectrum.65 As former U.S. Defense Secretary William Perry put it, Russian reaction to NATO expansion “ranges from being unhappy to being very unhappy . . .This is not just one or two officials expressing a view, this is a very widely and very deeply held view in Russia.”66 In practice, they substantially delayed their adherence to the Partnership for Peace, and then—when the expansion project was approved in Brussels in December 1994—walked away from formally signing the partnership agreement they had negotiated. This was followed by Yeltsin’s warning of a descent into “Cold Peace” at the Budapest OSCE meetings.

Although this lies in the realm of speculation, one cannot resist the conclusion that these obstreperous Russian positions on matters outside their immediate region are linked to their objectives within that region. Yeltsin’s warning at the Budapest Summit was followed closely by the military action against Chechnya.

Of course, his remarks may simply have reflected his rage at NATO’s decision to proceed with expansion. Alternatively, they may have been the result of a judgment that to proceed in relations with the West as if nothing had happened would have courted domestic political disaster. However, this hard line in Budapest also served a strategic purpose. The fanning of a sense of crisis in Russia’s relations with the West served as an instrument of dissuasion in anticipation of a highly negative Western response to impending events in Chechnya. Yeltsin was reminding his Western counterparts that a radical deterioration in relations with Russia could cause them significant problems.

There is evidence of more concrete strategic tradeoffs in Russian-Western relations. It appears, for example, that in 1994 the Russian Federation granted its approval in the Security Council for the American-led intervention in Haiti in return for Security Council endorsement of the Russian peacekeeping role in Georgia.67 Elsewhere in 1994, Russia granted its cooperation in the creation of the heavy weapons exclusion zone around Sarajevo in return for the creation of the five-power “Contact Group” that ended Russian exclusion from the diplomatic process in the former Yugoslavia and restored it to status as a major player in the Balkan diplomatic process. In 1995, the escalation of NATO bombing of Serb positions coincided with NATO acceptance in principle of a revision in CFE flank limits that essentially gave the Russians what they wanted in the south.

This suggests that the issues were linked. Russia held back on the Bosnian question in return for Western concessions on a CIS issue. In this respect, there are grounds to doubt the view of those who argue that events in Bosnia-Herzegovina in July and August 1995 indicate a deepening marginalization and powerlessness of Russia.68 Instead, Russia was trading off concessions on less important issues for flexibility on more important ones.

Likewise, as NATO moved toward a decision on enlargement, pressure increased for formal adoption of revisions to CFE flank limits. As the revised flank limits came into effect quite closely with the May 1997 enlargement decision, this too may have contained elements of a quid pro quo.69 In the same vein, although acknowledging that there was little they could do to forestall the process, Russian diplomats extracted what they could,70 including a charter in which NATO stated that it had no intention of deploying nuclear weapons or substantial new forces on the territory of new member states, accepted the establishment of a Russia-NATO Permanent Joint Council, and accepted in principle the necessity of a substantial CFE adaptation to take NATO enlargement into account.71
In short, the picture one gets in the politico-military realm is somewhat different from that forecast by realist theory. For reasons noted previously, from the perspective of structural analysis, the weakness of Russia, the continuation of its decline in 1992–97, and the failure of balancing options to emerge should produce a deepening of cooperative behavior on the part of Russia. However, since 1991 Russia has moved away from a position of more or less complete acquiescence to Western preferences and has become increasingly assertive in defending its own interests and status in the relationship with the West, even when these considerations impede cooperation and risk alienating their Western partners. It appeared to be using its leverage across a broad range of issues to secure Western concessions, particularly on CIS issues. This reflects the principal focus on power and interest characteristic of realist theory, but departs from the predicted behavior of weak powers with few balancing options. Moreover, it also suggests a capacity to extract concessions that is difficult to explain in terms of the distribution of capabilities prevailing at the time.

Turning to economic strategy with respect to the West, a realist analysis would suggest that Russia would seek to manipulate the levers of economic policy to manage Russia’s opening to the international economy in such a way as to maximize Russian relative gain. In trade, this meant a reorientation in activity toward hard currency exchange with partners outside the CIS. This has occurred. Vladimir Popov reported in 1994 that trade with the near abroad diminished by a factor of two between 1992 and 1994, while Russian exports and imports shifted dramatically to the far abroad. This reorientation was particularly evident in the energy sector, where the ratio of exports to the near versus the far abroad was approximately 2.5 to 1 in 1991, and 1 to 3 in 1994.72 The same redirection was evident in the dramatic growth of Russian export of nonferrous metals during this period. The export of aluminum to foreign markets, for example, grew by a factor of three between 1991 and 1993. Although the substantial involvement in natural resources trade of private actors often acting outside the Russian regulatory framework creates problems in speaking of a Russian strategy in trade, the evolving pattern appears to be one of emphasizing natural resource export as a basis for financing Russian recovery.73
This was accompanied by an increasing effort to control expansion of imports through duties, excise taxes, and value added taxes on imports.74 More recently, the Russian government has implemented further duties to protect key sectors. In short, the strategy in trade appears to be one of maximizing relative gain through expansion of export and control of import activity.

The final area in the economic sphere is that of arms transfers. After a radical decline in arms exports from their 1980s levels, the Russian government has quite deliberately reorganized the sector to facilitate export to hard currency markets. Its export policies show little attentiveness to issues of regional stability and also, as is evident in transfers to Iran and China, little regard for Western preferences. The point is, apparently, revenue maximization.75
Although Russia is constrained in its capacity systematically to pursue economic strategies that maximize Russian relative gain at the expense of its Western economic partners by, most notably, its need for access to Western markets, Western technologies in key sectors, and IMF support of currency stabilization, the self-interested thrust of the policy is clear. This is consistent with realist analysis as it relates to behavior of states in the international economy.

Realist analysis also performs reasonably well in accounting for Russia’s relations with China.Those relations display a limited balancing quality. Russia has moved actively since 1991 to resolve issues that have caused tension. The best example is that of border demarcation. This has involved Russian cession of territory to China in several instances, despite considerable domestic opposition. Russia resumed military sales to China in 1991, and by 1995 was selling submarines, late-generation tanks, and Su-27 aircraft along with the technology to produce them. In 1997, the disillusionment of both states with NATO enlargement was evident in the April summit between Yeltsin and Jiang Zemin, in which the two rejected the idea of “unipolar” domination and reemphasized their strategic partnership.

On the other hand, although political relations are better than they have been in decades, there is no substantial evidence of efforts to institutionalize such cooperation through alliance building, or of practical cooperation in wider international relations. Both, moreover, are combining their more cooperative policies with efforts to balance against one another as insurance. This is evident, for example, in the Russian cultivation of South Korea and China’s vigorous effort to develop relations with the non-Russian CIS republics.76
However, Japan is the logical balancer for Russia with respect to China. There was no real progress in the development of relations with Japan, despite the obvious geopolitical and economic advantages. The key issue remained the Kurile Islands and particularly those that Japan referred to as its Northern Territories. Russia continued to refuse to abandon these islands, while the significance of their return in Japanese domestic politics was such that little progress in bilateral relations was possible so long as the issue remained unresolved. It is possible—though not very credible—to account in realist terms for Russia’s reluctance to make the necessary concessions to move the relationship forward. The islands do have some strategic value in retaining the Sea of Okhotsk as a secure bastion for the submarines of Russia’s Pacific Fleet. Moreover, concession on territorial issues may encourage further demands from other states.

The latter argument, however, lacks credibility since Russia is already making territorial concessions with China. The former seems stretched, given the diminishing strategic significance of nuclear weapons in Russian national security doctrine and the obvious costs to Russia associated with lack of progress in its relations with Japan. By contrast, unit level explanations focusing on the symbolic significance of the islands in domestic political discourse and the potential domestic costs of giving them away are more compelling. Realist theory does not help much here.

To sum up, the record of realist theory in explaining Russia’s relations with major actors outside the former Soviet Union is mixed. It helps little with regard to Japan, but performs better concerning China and Russian foreign economic strategy in general. Perhaps the most significant problem is that the level of Russian cooperation with the West is lower than one would expect from a deductive analysis of the implications of change in the distribution of power for Russian policy. Notably, Russia’s positions on NATO enlargement, the wars in the former Yugoslavia, and, arguably, on trade and investment are less accommodating than predicted.

 

Weakness as Strength
Following Waltz’s schema, if a theory produces hypotheses that do not pass observational tests, then one can reject the theory or refine its assumptions, definitions, and/or hypotheses.77 One promising possibility here is a revisitation of the characterization of power relations. Arguably, the problem is that the discussion of Russia’s place in the global distribution of power was excessively simplistic. In the first place, it was insufficiently differentiated, and paid inadequate attention to several areas where Russian power remains considerable. Moreover, it paid insufficient attention to the relational aspect of power, and more specifically to Western vulnerabilities in the relationship with Russia.

In this context, and contrary to the frequently encountered image of a Russia prostrate in the face of American unipolarity and the discipline of the international market, Russia possesses significant assets in its struggle for survival and autonomy of decision. First, the Russian nuclear deterrent remains intact. How one assesses this factor depends strongly on assumptions concerning the significance of nuclear weapons in contemporary world politics, and particularly their relationship to state power and the distribution of power among states. The significance attributed to nuclear weapons in the balance of power has both diminished and altered in substance. In the Russian case, the deterrent role of these weapons has lessened considerably. The Russian deterrent appears to have developed an “existential” quality, divorced from immediate threat assessment, strategy, or force restructuring. Nonetheless, the presence of substantial numbers of strategic nuclear weapons and the infrastructure to maintain them in Russia retains considerable significance in its strategy toward the West. Their presence lies at the core of Russian leverage over the West, and they are, consequently, a key remaining element of Russia’s national power, although not in a traditional sense.

It is the Western—and particularly the American—concern to ensure the integrity of the Russian nuclear force, and to prevent diversion of nuclear materials, delivery capabilities, and the human capital of the former Soviet nuclear weapons industry to potential proliferators that gives Russia substantial leverage in its dealings with the West.78 So does the American desire to ensure continuing Russian cooperation in the implementation of START I and II and the Conventional Forces in Europe Treaty. These factors are practically the sole basis for retention of Russian status as a great power in the international system as a whole. Russian defection from these agreements would have serious implications for the development of American defense policy. This is not merely a matter of Russian state policy. To the extent that a collapse of law and order in Russia may jeopardize the security of weapons and nuclear stocks, there is a Western interest in sustaining the Russian state.

The Western and American interest in preventing Russian defection from these arms control agreements—coupled with the existence within the domestic political arena of groups that consider these agreements a betrayal of the Russian national interest—creates a potential for blackmail by Russian policymakers. Après moi, le déluge is a powerful means of turning weakness into strength.

In the economic realm, the matter of Russian debt is also illustrative. Russia inherited 61.3 percent of the estimated $67 billion external debt of the Soviet Union. By the end of 1993, Russian debt amounted to some $87 billion, having increased $9 billion in 1993 alone.79 The external debt of the Russian Federation continued to grow through the middle of the decade as Russian enterprises became active on international bond markets. While these debts are indicative of Russian dependence on external financial support, they also suggest a strong and growing Western interest in preventing Russian default on its obligations, an interest evident in the repeated deferrals of debt service and extension of new credit characteristic of 1992–95, and the widespread concern expressed over instability in Russian markets in late 1997.

The gradual entry of Russia into global commodity markets created additional vulnerabilities for Western producers. This was clear in the devastating impact that uncontrolled (and often illegal) exports of Russian raw materials, notably metals, had on prices in already weak international commodities markets in 1992–93.80 Although the general recovery of the international economy in the mid-1990s vitiated this effect, it remained the case that the potential disruption of international markets associated with Russian entry gave Western states a substantial incentive to cooperate with Russia, a factor evident in the prolonged negotiations on quotas for Russian aluminum production in 1993–94.

Russia also enjoys a number of political/institutional assets. The most notable is permanent membership of the United Nations, which gives Russia leverage over Western efforts to develop multilateral responses to specific problems, such as Bosnia-Herzegovina or Iraq. The value of this asset was evident in late 1997 during the crisis over Iraqi expulsion of UN inspectors, when Russia joined France and China in a successful effort to forestall US-led, UN-mandated military action against Iraq, and then mediated a compromise permitting the return of the inspectors. The latter suggests a further asset that may in future have considerable utility. As a result of historical relations and current activities, Russia may be useful as an interlocuteur valable in relations with a number of states that the United States has considerable difficulty in dealing with, not least Iraq and Iran.

Finally, Western states were (to a degree) vulnerable, or perceived themselves as vulnerable, to the social consequences of instability in the former Soviet Union and contiguous zones of Europe. The internationalization of criminal activity originating in the former Soviet Union is a case in point.

Most generally, many Western policymakers and analysts take the view that including Russia in the framework of post-Cold War Europe is preferable to leaving Russia outside the status quo. Russia remains that country in Europe with the largest population, the largest military establishment, and the largest resource base for future economic development. A German analyst, reflecting a degree of amnesia, put it this way in December, 1995: “The basic problem of European security remains what it has been since the Napoleonic Wars. Russia is too big for Europe.”81 Recent economic data suggest that the bottom may have been reached in Russia’s economic decline and that its economy is rebounding.82 Western states face a future in which Russia will resume its central place in the balance of power in Europe. The question for them is whether—when it does—Russia will be integrated into the structure of the system or it will be left on the fringes with an incentive to challenge the post-Cold War settlement.83
In all these respects, Russia retains considerable assets in its relations with the dominant coalition of powers in the international system. Realist theory would suggest an opportunistic effort to take advantage of Western vulnerabilities to maintain maximal access to Western assistance and markets and to limit so far as possible Western efforts to reap the strategic benefits of victory in the Cold War (viz. NATO enlargement). Closer to home, it would predict Russian efforts to take advantage of these vulnerabilities to restrain Western challenges in the newly independent states and to limit efforts to influence sovereign choices in domestic policy.

In concrete terms, while the record shows that the leverage produced by perceived weakness is insufficient for extracting the desired level of Western assistance in economic recovery, it did enhance Russia’s autonomy of decision in the former Soviet Union. The best example was the lack of substantial Western response to the reassertion of Russian military power and political control in the CIS in 1993–96. The smaller states of the region found themselves without meaningful international defense against Russian manipulation of military and economic power. Western concern about the weakness of the current government of Russia also impeded the operationalization of NATO expansion and elicited a level of accommodation to Russian concerns on former Yugoslav issues and on NATO enlargement that would have been unlikely otherwise. In this sense, weakness itself is a source of power.

 

Conclusion
As already noted, the possibility that realism explains not merely the cooperative phase in 1992 of Russian relations with the West, but also the turn to a more self-interested, assertive, and occasionally confrontational strategy and limited balancing in later years raises the obvious question of whether there is anything that realism could not explain—or to put it another way, whether realism as applied to Russian foreign policy is nonfalsifiable.

There are, however, possible developments in Russian policy that would strain the explanatory capacities of the realist tradition. Most notably, Russia has a clear and unambiguous interest, given the current and prospective distribution of power in the international system, in pursuing and strengthening the network of arms control arrangements that constrain the United States, since it would lose any unrestrained arms competition. An abandonment of the START process could not be explained in terms of the realist calculus. That such a development is possible, as a result of trends in current Russian domestic politics, suggests that there are limits on the utility of realism in this instance and that realism in this version can be disconfirmed. Moreover, as we already noted, there are important areas of Russia’s foreign relations that cannot simply be explained in terms of international realism, particularly the development of the relationship with Japan.

Nonetheless, the above analysis suggests that realism has considerable utility in understanding the general lines of Russian strategy in international affairs. This is particularly true when the focus is on the fundamentals of international realism, which stress that states operate in an anarchical environment, that state policy is rooted in self-interest, and that it is sensitive to the distribution of power in the international system and to relative change in that distribution.

To return to the point raised by Robert Legvold, it is true and obvious that leaders have choices when they formulate foreign policy. And it is equally true that Russian leaders could have chosen to sustain their liberal internationalist perspectives and policies of the early years. Realism does not maintain that states must follow the “dictates” of the international distribution of power. It does, however, suggest that the systemic environment predisposes the choices of leaders and the behavior of states in certain directions and discourages others. In the Russian case, the liberal institutionalist option was disadvantaged in at least two respects. The Western states, although professing their friendship for Russia and their appreciation of the positive impact that change in the USSR had on their own interests and position in world affairs, were reluctant to weave Russia into the web of institutional linkages (NATO, the OECD, the G7, the European Union, etc.) that together arguably formed a regime stabilizing expectations and facilitating cooperation in the West. The proposed inclusion of a number of Central European states in NATO and the rejection of Russian calls for a strengthening of pan-European structures of cooperative security intensified Russian perception of exclusion. Since the Russians were left outside these structures by the choice of Western powers, it is not obvious that Russia could choose the liberal institutionalist alternative in the conjuncture of the early and mid-1990s. It apparently was not there.

With regard to the near abroad, there was no web of regimes similar to that affecting international politics in Western Europe. Few states of the region (including Russia), moreover, were stable internally. Since a degree of internal predictability is a necessary prerequisite for stable partnership in foreign relations, it is not clear that the liberal institutionalist choice was present in the near abroad either. To put it another way, there was an institutional deficit in the former Soviet Union. Moreover, given the legacy of Russia’s relations with the other states of the former Soviet Union, a Russian effort to construct consensual regimes in the area would be problematic at best. Consequently, and to return to Legvold’s terms, there was something about “the essence of international politics or the imperatives created by states that says, at this juncture, facing the problems that it does, Russia should better pursue a Monroe Doctrine in the ‘near abroad’ and a droit de regard in Central Europe than seek international regimes and multilateral machinery protecting its interests in these areas.”84
This leaves open the question of how these systemic factors impinged on the policy process. Although there is no space here to go into detail, they were clearly mediated by the domestic political process.85 At first glance, the post-1993 degree of consensus among relevant political circles on the realist agenda suggests that domestic politics is not the principal locus of explanation. On the other hand, issues such as the fate of the diaspora, local conflicts in the former Soviet republics, the treatment of the Serbs by the West, the various forms of partnership with NATO, and the structure of Russia’s economic relations with the West were (and are) all hotly debated in Russian political circles. One might, in fact, interpret the gradual conversion of the “westernizers” dominating the foreign policy bureaucracy to a russo-centric agenda in the face of substantial pressure from their parliamentary and other critics as evidence that their concern to sustain their domestic position determined the change in their foreign policy perspectives. Had they not embraced the cause of the diaspora and the Serbs, and had they not waffled on Partnership for Peace and resisted NATO expansion, they would have been even more vulnerable to criticisms for abandoning Russia’s national interest and status as a great power.86
However, this is not a full explanation. The question remains as to why such issues were salient in domestic politics. If it is true that their salience reflected popular and elite insecurities about instability in the near abroad and its implications for Russia, as well as resentment of loss of status in the international system and unequal treatment by the Western powers, then one might be led to the Gourevitch argument87 that, far from domestic politics determining unit level behavior in the system, systemic trends strongly affect domestic political processes relating to foreign policy within the units. The truth in the Russian case presumably lies somewhere in between, with foreign policy being the result of interconnected processes operating at both systemic and unit levels. The only claim being made here is that systemic factors clearly favored certain policy outcomes consistent with the predictive apparatus of realism outlined above, and that the record shows a reasonably close relationship between empirical outcomes and predictions. This suggests that, in this case anyway, the theoretical apparatus of realism has substantial power as an instrument for explaining and predicting Russian international behavior.

By way of conclusion, we should note that this is an “easy” case. Russia exists at the center of a group of weak states in an underinstitutionalized and especially anarchic periphery of the international system. Its connections to the established network of institutions and norms of European “international society” are fragile, and the military/political stresses that the regional subsystem place on Russia’s changing state apparatus are strong.88 The implications are clear. The relevance of realism to Russian strategy is case-specific in at least two senses. First, it reflects the particular circumstances of Russia at this point in its history, rather than some immutable logic of international politics, or, for that matter, the “Russian soul.” And, second, conclusions drawn from this case are not obviously generalizable, particularly with reference to states at the “core” of the international political system.

Table 7.1: Macroeconomic Indicators for the former Soviet Republics (1993) 

	Country
	Population (1989) (millions)
	GNP 1993 ($billions)
	GNP Chg (1990-93)
	% Chg in Consumer Prices (1991-93)
	Debt 1994($billions)

	Russia
	148.92
	1,160
	-35
	804
	85

	Ukraine
	51.85
	54.2
	-34.6
	1,535
	1.6

	Kazakhstan
	17.407
	18.2
	-31.3
	907
	2

	Belarus
	10.491
	16
	-25.7
	846
	1.3

	Uzbekistan
	22.318
	14
	-11.8
	528
	?

	Turkmenistan
	3.987
	3.8
	-16.2
	513
	?

	Tajikistan
	5.897
	2.5
	-50.2
	862
	?

	Kyrgyzstan
	4.684
	2.9
	-34.4
	751
	?

	Georgia
	5.682
	2.3
	-66.2
	3,664
	.09

	Armenia
	3.421
	1.9
	-56.7
	630
	.011

	Azerbaijan
	7.462
	4.4
	-44.3
	486
	.082

	Moldova
	4.472
	4.1
	-36.7
	779
	.2

	Estonia
	1.623
	1.7
	-36.7
	445
	.1

	Latvia
	2.622
	1.6
	-49.6
	394
	.1

	Lithuania
	3.833
	2.9
	-54.5
	552
	.1

	Sources: IISS, The Military Balance, 1994-5 (London: Brassey’s, 1994), General Accounting Office, Former Soviet Union: Creditworthiness of Successor States and U.S. Export Guarantees GAO/GGD-95-60 (Washington, DC, 1995), pp. 84, 89.


Table 7.2: The Military balance in the Former Soviet Union 

	Country
	Military Personnel
	Tanks
	Combat air
	Helicopters
	Artillery

	Russia
	1,520,000
	19,000
	2,150
	2,851
	20,650

	Ukraine
	542,000
	4,775
	846
	204
	3,685

	Kazakhstan
	40,000
	624
	133
	44
	1,850

	Belarus
	98,400
	2,348
	349
	40
	1,579

	Uzbekistan
	25,000
	179
	126
	43
	325

	Turkmenistana 
	11,000
	530
	171
	20
	345

	Tajikistanb 
	2-3,000
	?
	?
	13
	?

	Kyrgyzstan
	7,000
	204
	0
	65
	3,685

	Georgiac 
	?
	48
	2
	1
	60

	Armenia
	60,000
	128
	6
	7
	225

	Azerbaijan
	86,700
	325
	46
	18
	343

	Moldova
	11,850
	0
	27
	8
	61

	Estonia
	3,500
	0
	0
	1
	0

	Latvia
	6,950
	0
	0
	5
	45

	Lithuania
	8,900
	0
	0
	3
	0

	a Turkmenistan’s armed forces are under formal joint (Russian-Turkmen) control.

b Tajikistan has not yet formally constituted its armed forces.

c Georgia’s armed forces are in a process of reconstitution after their rout in the 1992-3 campaign in Abkhazia. Enumeration has also been difficult as a result of the presence of large numbers of paramilitary formations occasionally cooperating with the army. The largest of these, Mkhedrioni, is currently being suppressed and disarmed by the Georgian government.

Source: IISS, The Military Balance, 1995-96 (London: Oxford University Press, 1995).
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8. Realism(s) and Chinese Security Policy in the Post-Cold War Period 

Alastair Iain Johnston 



Why try once again to test realist theory, this time on the behavior of states in the post-Cold War period, when it has, apparently, been so bad at prediction and explanation in the past?1 One justification is that even if realist hypotheses do not do particularly well in explaining a range of cases, there is still some portion of these where these hypotheses do work. China would seem to be a good candidate. A a number of observers of Chinese foreign policy have remarked on the realpolitik nature of Chinese behavior,2 but there is still some controversy over how realpolitik, and over the roots of this realpolitik. Adding or subtracting the China case from the number of cases that realists can claim to explain well is important for advancing IR theory’s understanding of major-power behavior, which heretofore has rested largely on the European or American cases. Indeed, the question of Chinese balancing during the post-Cold War period ought to be as “most likely” a case for realism as any. With a rapid and massive shift in polarity after the collapse of the USSR, realism should be optimistic about confirming predictions about balancing from a major state with no prior alliance ties to the U.S. and a skeptical approach to international institutions such as China. 

Some realists might object to this single-country empirical focus. Those who purport to rest their explanations entirely on system structure would argue this is an unfair test of their theory. They argue that their models work as if unit-level characteristics and variables are essentially irrelevant. They go on to suggest that even if these unit-level characteristics are different and have some effect on the behavior of particular states, in the aggregate these deviations cancel each other out. But when looking at specific cases, the structuralists would argue, one should expect some role for unit-level characteristics, since one is not looking at an aggregation of actors. So, they would conclude, don’t be surprised if their predictions don’t work on individual states such as China. 

One could counter, however, that China is a major power, and it is major powers that should be more acutely sensitive to structural constraints (since they, not small states, are likely to be the target of rising hegemons). Thus major powers are more likely to such reflect the modal characteristics of the aggregation of the actors. This ought to make them amenable to tests of realist theory.3 I will take up the question of whether structural realism embodies expectations about the foreign policy behavior of individual states in a moment. But the point here is that while one single-country test of realist propositions is not sufficient to confirm or undermine realist claims, realists ought to be concerned about the cumulative implications of many single-country major-power tests. If the number of major-power cases in which behavior uniformly deviates from the direction expected by realism grows too large it is doubtful that realists’ claims about systemic outcomes will be right.

One of the problems with testing realist theory, of course, is deciding what it is. We often find ourselves bracketing or qualifying realism with adjectives such as “standard,” “mainstream,” “old fashioned,” “baseline,” “traditional,” as though it were obvious what was meant by these descriptors. More often, it seems, these adjectives are used to avoid acknowledging the problem of realism’s indeterminateness, particularly at the actor level, and to infuse materialist realist theory with far more coherence than really exists. As Wayman and Diehl argue, realism is not so much a theory as it is a “cluster of models, assumptions, hunches, hypotheses, and parameter estimates held together by their common focus on concepts including and related to national material capabilities, power, perceived power, major-power status, revisionist and status quo powers, coalition formation via the balance of power, resolve and commitment.”4
Instead of trying to distill an intersubjectively acceptable version of realist theory, I will test four versions of realism. Three of these would be considered the predominant strains of contemporary realism and are readily identified with prominent scholars who claim to be working in the realist tradition. Two versions of realism fall within the neorealist camp—that is, they derive their predictions from system-level variables: balance of power realism, identified with Waltz; and power maximization realism as exemplified by Mearsheimer. The other two versions fall outside of neorealism because they rely heavily on the explanatory role of nonsystemic variables: balance-of-threat realism, as explained by Walt; and what could be called identity realism, which draws on work in social-psychology and constructivist IR theory that suggests an ideational basis for realpolitik behavior. 

The structure of the essay is essentially a simple interrupted time-series design, where the X treatment is “the end of the cold war” as defined by a change in the value of the key independent variable for each theory. One then observes trends in the dependent variable before and after the X treatment to see if there is a significant variation that is consistent with the expectations of the theory.5 To telegraph my argument, I find that Waltz’s balance of power and Walt’s balance-of-threat theories are not useful explanations of Chinese security behavior. Chinese security policy is not reacting to the end of the Cold War in ways these theories predict. Power maximization realism provides a relatively accurate description of Chinese security behavior. But it gets the explanation wrong, or at least it is incomplete. China’s power maximizing behavior in the post-Cold war period is not rooted in insecurity generated by structural changes in the international system. The drive to increase relative capabilities predates the shift of global military capabilities toward the U.S. direction. Moreover, although this drive persists under near-unipolarity it is not because the Chinese believe this structural condition is especially dangerous for China at the moment—indeed Chinese assessments describe the post-Cold War period as the most benign period in Chinese strategic security since at least 1949.

I argue here that identity realism provides a more nuanced understanding of the origins, timing, and content of Chinese security policy spanning the Cold War-Post Cold War transition. It does so by helping us understand two critical features of Chinese foreign policy in this transition: The first is why Chinese leaders believe that this relatively peaceful era provides a window of opportunity to increase relative capabilities relatively rapidly so as to enhance China’s international status, rather than security. The second is why Chinese leaders believe that the primary dangers in their environment come from threats to the achievement of higher status emanating from challenges to the cohesiveness of internal order. One consequence is that the Chinese leadership has tried to intensify popular identification with the regime and the nation-state, with the result that we have seen a somewhat starker “othering” of the external environment and a consequent hardening of realpolitik discourse and behavior.

 

Realisms and Their Predictions
Balance of Power Realism
Waltz’s balance of power realism makes a simple prediction about a major power’s behavior: it ought to balance against whichever state appears to be trying to establish a dominant or hegemonic position in the system. If ever one ought to see such balancing, it ought to be when there is such a dramatic change in the systemic distribution of power that it leaves another power in a commanding position. The end of the Cold War—essentially the disappearance of one of the poles in a bipolar system—was precisely such a moment of dramatic redistribution.6
Thus, if the end of the Cold War constitutes a change in an independent variable of some type, for balance of power theory it must signify a change in polarity if it is to have any observable implications for variation in the foreign policies of major powers. This raises the question of how to determine whether there has been a change in polarity. Waltz notes simply that power is “difficult to measure and compare”: How it is measured and distributed are “empirical” questions and “common sense can answer” them.7
One place to start is simply to use relative shares of world military expenditures as a measure of power.8 The key question, obviously, is what particular distribution of this measure would constitute different types of polarity? Neorealists provide no insights. For simplicity’s sake I use Modelski’s commonly used categories: a state that possesses 50 percent or more of system-wide military expenditures is the unipole; two states that, combined, possess 50 percent or more of system capabilities, with each having 25 percent or more, are the two bipoles; and any other distribution is multipolar.9
The question for balance of power theory, then, is: with the collapse of the Soviet Union did the distribution of system capabilities change enough to constitute a change in polarity? Depending on the source for military expenditures (ME) one uses, one arrives at somewhat different estimates. According to Arms Control and Disarmament Agency (ACDA) data in 1987 the U.S. and Russian shares of world expenditure were about the same at around 30 percent. This distribution met Modelski’s definition of bipolarity. By 1993 the U.S. share increased somewhat to 34 percent of world military expenditures, but the Russian share dropped dramatically from about a third to less than a sixth (see figure 8.1). These shares do not meet Modelski’s criteria for unipolarity, but neither does this fit his definition of multipolarity: Rather, this distribution slips between the definitional cracks because the U.S. has such a commanding lead in military capabilities over the next contender (Russia). According to IISS military expenditure figures, however, in 1992 the ME shares stood at 43.5%, 7.1% and 4.0% for the U.S., Russia and China respectively.10 This distribution doesn’t quite fit Modelski’s categorization of unipolarity either, since the U.S. has less than 50 percent and three or more states have more than 5 percent each, but neither is it multipolarity, given the clear lopsidedness. The U.S. would need only a few percentage points more for the system to be unipolar. Thompson recognizes this and calls this kind of distribution asymmetrical multipolarity or near unipolarity .11 Regardless of which data set one uses, however, both show a very clear redistribution of capabilities beginning in 1991 with the collapse of the USSR. In military power terms, the U.S. is the dominant actor.12 It is obvious that this differs from the distribution of power for most of the Cold War. Thus it is plausible to assume for the purposes of testing balance of power theory that the end of the Cold War (set at 1991), constituted a shift in polarity from a bipolar to a near-unipolar or highly asymmetrical multipolar system, where the U.S. is the one candidate hegemon.
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	Figure 8.1: U.S., Russian and Chinese shares of world military expenditure
Source: ACDA 1995 World Military Expenditures


Balance of power theory therefore makes the following general prediction. H.A: In order to maximize security in an anarchical competitive environment where the use of force is the ultima ratio of state behavior, states balance against a rising state (or coalition of states) that is, or threaten(s) to emerge as, the dominant actor(s) in the system. China, therefore, ought to be balancing against the United States. More specifically: H.A1: We should expect that military expenditures and trends in acquisition and doctrine reflect the particular needs of militarily balancing against the candidate hegemon. This first hypothesis predicts that China ought to be increasing its military expenditures and adjusting its force posture to deal with the United States as the emergent post-Cold War hegemon. As figure 8.2 suggests, however, if China is balancing internally against the United States its military spending, adjusted for inflation, does not reveal much single-minded effort to concentrate resources on military capabilities after 1991. Or at least the statistics are inconsistent. The Pentagon’s East Asia Strategy Report of February 1995 provides one of the more alarmist estimates of real growth in Chinese military expenditures (ME)—40 percent from 1989 through 1994, or about 8 percent per year.13 The United States General Accounting Office, however, estimates only a 6.4% real growth between 1987 and 1993.14 ACDA figures for constant ME also suggest relatively slow but steady growth after 1989.
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	Figure 8.2: Chinese military expenditures 1981–1994 
Sources: SIPRI


Military expenditures as a percentage of GDP and central government expenditures also do not indicate a “storming” approach to military power. That is, the economy is apparently not becoming increasingly militarized to deal with the large structural shift in power after 1991. Whether counting nominal or real military expenditures, these percentages have dropped over the 1980s and 1990s, showing no obvious reaction to the emergence of the United States as the dominant hegemon or as the one remaining superpower (see figure 8.3).
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	Figure 8.3: Chinese military expenditures as a percentage of GDP and Central Government Expenditures 
Source: SIPRI


Of course, one could argue that since the dominant hegemon’s own military expenditures have declined in real terms in the 1990s, the net relative change is quite significant. In the post Cold War period the United States share of world military expenditures increased, but the ratio of its spending to China’s decreased from about 6.6: 1 in 1988 to 5.3:1 in 1993 (using ACDA figures). The ratio of the Soviet/Russian spending to China’s dropped from 7.2:1 in 1988 to about 2:1 in 1993 (see figure 8.4). Thus China narrowed the power gap with both states in the post Cold War period. Still, this change is not so much a function of deliberate Chinese balancing against the U.S. as it is the unpredicted collapse of a major military spender, the Soviet Union.
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	Figure 8.4: Military Expenditure Ratios 
Source: ACDA


Internal balancing is not limited to overall increases in military expenditures. A balancing state could also be expected to develop operational capabilities designed to deal with potential military threats from the system hegemon. Chinese military acquisition patterns after the collapse of the USSR do not indicate a particularly alarmed balancing directed at the United States Rather the PLA is modernizing to deal with a range of contingencies from border conflicts with India, to naval conflicts over the South China Sea, to operations against Taiwan. There is some discussion in military writings on modern high-tech war to suggest that the U.S., among other high-tech militaries, is the standard that China should aim for.15 But these trends in doctrinal thinking were rooted in the “strategic decision” of 1985 to shift China’s force posture away from dealing with a Soviet blitzkrieg and toward the management of local, limited high-tech wars. This shift was reinforced with more vigor after the U.S. Gulf War, but its origins are in the mid-1980s, not the post-Cold War redistribution of power. This shift in doctrine has been reflected in the creation of rapid reaction forces (numbering variously between 200,000–500,000 or about 10–25 percent of the PLA).16 However, these, again, are multidirectional, multipurpose forces, and training is not preoccupied with a single superpower enemy the way Chinese military force posture, doctrine, and training were focused on the USSR in the 1970s and 1980s.17
As for quantitative indicators of military capabilities, there has in fact been a decline in the size of the PLA, from about 3 million in 1985 to about 2.5 million in 1990. These numbers held steady through 1995. This reflects a decline in the ground forces as the PLA slowly shifts from anti-Soviet missions to rapid reaction to local wars along its borders. Acquisitions and deployment of major weapons systems also show no particularly rapid pattern of arming after 1991 (see figure 8.5), and in qualitative terms most of the weapons modernization going on still leaves the PLA a generation or two behind Western militaries. PLA acquisition specialists admit that Chinese weapons are “now roughly 15–20 years behind those of advanced nations.”18
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	Figure 8.5: Weapon Deployment Trends 
Source: IISS, Military Balance 1985, 1990, 1995


Military exercises and combined arms exercises at the group army level have picked up in frequency after the collapse of the USSR, but U.S. army analysts do not detect any specific enemy or contingency in mind in these exercises. Rather, the focus is on rapid reaction to potential local wars along China’s periphery, and on an overall effort to increase the operational flexibility of a very backward force.19 Some smaller unit exercises have been directed at a potential conflict with Taiwan.20
Naval modernization has been only indirectly aimed at U.S. power in the Pacific. Rather, the predominant driver appears to be to secure control over resources in territorial waters claimed by China in the East and South China Seas. A secondary goal is to be able to control SLOCs that are used by the United States and Japan. Consonant with these goals, naval doctrine has shifted from the coastal defense of the mainland to active defense of maritime economic, resource, and strategic interests. This means developing an operational capability that should extend to the interdiction of enemy SLOCs and attacks on enemy bases within the first island chain around China (running roughly from Kamchatka Peninsula to east coast of Japan, east coast of Philippines and east of Indonesian archipelago), and to the protection of Chinese long-distance SLOCs.21 This is reflected in the somewhat more concentrated effort in the 1990s to build a blue-water surface navy. Naval acquisition is focusing on missile frigates, submarines, supply ships, V/STOL-capable aircraft carriers (there are apparently plans for between three and five of these), a fleet air arm, marine and rapid-deployment force, plus C3I, expanded berth, and operational command systems that are more mobile.22 Naval exercises and operations have extended progressively farther away from coastal waters beginning in 1980. In the words of one participant in a 1988 conference on military futures held at the PLA Air Force Command College in Beijing, in the next century China should try to exercise effective control over its territorial waters, recover occupied islands, and “move towards international waters, the core being to seek the rights we deserve in international waters.”23 But these goals, and the initiation of this kind of thinking, predate the emergence of the United States as the lone superpower.24
As for nuclear modernization there are internal discussions among strategists about whether China needs to develop a limited warfighting capability to deter conventional war, nuclear war, and intrawar escalation in future high-tech local wars.25 Possibly to this end, China is developing more accurate, mobile land-based ICBMs, and a second generation of SLBM. Obviously, the United States is a potential adversary in this conceptualization—along with Russia and a future nuclearized Japan. But the interest in limited nuclear war capabilities developed in the mid to late 1980s, prior to the collapse of the USSR; thus it cannot be attributed to the emergence of the United States as the dominant power in the system. While it takes time for new systems to come on line, thus far, according to the Natural Resources Defense Council, the numerical size of the Strategic Missile Forces has not increased much after the fall of the USSR.26 Again, this may change if China’s acquisition is guided by limited warfighting thinking (the relationship between those who think about doctrine and those who make R&D and acquisition decision is unknown), and if the United States proceeds with development of THAAD ballistic missile defense systems. But the primary impetus in nuclear modernization has not been the redistribution of power after 1991.

H.A2: A second hypothesis generated by structural balancing theory is that states will also balance against the existing or emerging hegemon(s) by joining, or constructing, loose security alliances aimed at containing the hegemon. At the same time the state should try to loosen or undermine any alliance structures that buttress the hegemon’s power. At a minimum the state should be signaling to other potential adversaries of the hegemon an interest in loose coordination of policies on the basis of the realist principle that an enemy of my enemy is my friend. This hypothesis suggests that Chinese diplomacy after the Cold War ought to be driven by a search for allies and partners with whom to coordinate in balancing against the United States

A simple question to ask first is whether China is, in fact, acting less cooperatively toward the United States after the end of the Cold War. This would be a reflection of China’s identification of the United States as the emerging hegemon, and the calculus that, at the very least, China should not be accommodating such a power. A quick and dirty look at quantitative events data suggest that, indeed, China’s behavior toward the United States in the last few years has been obviously less cooperative than in much of the 1980s.27 There is a moderate negative correlation between Chinese military expenditures in constant dollars and the intensity (r = -26) and proportion (r = -.22) of cooperative actions directed toward the United States from 1984 to 1994.28 Certainly this is consistent with the analysis of outside observers that Sino-U.S. relations in the 1990s have been troubled, to say the least, by disputes over trade, proliferation, human rights, and the Taiwan question. One does not see now the degree of strategic coordination that existed between the two countries during the 1980s, for instance.

However, as the percentage of cooperative and conflictual actions indicate (figure 8.6), the precipitous drop in overall cooperative behavior occurred in 1989, prior to the collapse of the USSR. This shift was triggered primarily by the June 4 crisis and the effect this had in souring both U.S. and Chinese perceptions of the intentions of the other in a range of other issues.
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	Figure 8.6: PRC actions directed at the United States: percentage cooperative and conflictual 
Source: KEDS/PANDA (counting only WEIS scores over 1, so as to reduce error from coding ambiguous actions)


Even if the initial trigger of this decline in Chinese cooperative signaling were the legacy of June 4, perhaps the emergence of the United States as the dominant state in the system in 1991 perpetuated or injected new life into China’s calculus? If so, one expectation might be that China should try, at a minimum, to improve relations with potential adversaries of the United States, and, at a maximum, to coordinate policies with them. The principle ought to be a soundly realpolitik one—the enemy of my enemy is my friend. The quantitative events data suggests a fair degree of ambiguity on this score.29 The KEDS/PANDA data show a reduction in the ratio of conflictual to cooperative actions in relations with Iran after 1991. The pattern is similar for reported Chinese actions toward Iraq. The data set shows no change in the pattern in relations with Cuba—the small N of Chinese actions all being coded cooperative.

Another expectation from balancing theory is that China ought to be trying to consolidate relations with existing allies and strategic partners, particularly those whose relations with the United States have declined. The exemplar, of course, is Pakistan. The N is too small to say much with confidence (the addition of only a couple of recorded actions could change the cooperative:conflictual proportions quickly), but the PANDA data suggest that China’s signaling has been somewhat more conflictual after 1991. Relations with Pakistan remain close as the Chinese continue to believe that arming Pakistan will help divert Indian military resources away from China, but in the November 1997 Sino-U.S. agreement to implement the 1985 nuclear cooperation agreement China essentially pledged to stop all assistance to Pakistan’s nuclear weapons program. As for PRC signaling toward its one formal ally, and sworn adversary of the United States, North Korea, the ratio of conflictual to cooperative actions did not change over the 1991 divide. Arguably, these data have not captured a deterioration in Beijing-Pyongyang relations as China has used behind-the-scenes pressure to convince the North Korean regime to adopt an economic reform program and to rejoin the NPT, pressure for which the U.S. government has openly thanked the PRC. Indeed, while China still has a military alliance with North Korea, Beijing has signaled that it does not consider this to be a particularly hard and fast commitment.30
Anecdotal evidence is consistent with this mixed picture. There was some speculation in the early 1990s about an evolving Iran-PRC axis, though the cooperation on nuclear power development, arms sales, and trade, began well before 1991. The Chinese motivation is not only to have at least some voice and presence in another region (as major powers must, in Beijing’s view), but also to ensure positive relations with a major energy supplier, and to maintain good relations with a radical Islamic state in order to understand better the more sensitive political-strategic issue of Islamic fundamentalism on and within Chinese borders. However, there is little evidence of a foreign policy axis emerging. Indeed, in order to preserve relatively constructive relations with the United States, in November 1997 China provided a written, private guarantee to the United States that it would avoid any new nuclear technology cooperation with Iran and would phase out existing commitments.

According to Waltz’s balancing theory, we might also expect China to be trying to undermine American relationships with other major players in the system, including American allies. However, most Chinese analysts and officials continue to indicate privately a preference for a continuing U.S. security relationship with Japan so as to restrain Japanese military power, at least for the time being.31 As for South Korea, China has moved quickly to consolidate friendly political and economic relations with Seoul—with formal normalization in 1992—even though the ROK is a formal American military ally. As yet there is no evidence that China is trying to undermine this alliance, despite perfunctory calls for a reduction in U.S. military forces in the peninsula.

Sino-Russian relations have improved since 1991, despite Chinese invective directed at Yeltsin in for undermining socialism in the Soviet Union. The two countries have negotiated settlements for most of the disputed border areas, and in 1996 they concluded, along with three central Asian republics, an unprecedented multilateral CBM treaty placing limits on peacetime military operations along their border. China has also made a couple of high profile purchases of weapons systems—SU27s have been delivered, as well as some transport aircraft and four batteries of SA-10 SAMs; and there are persistent reports of Russian weapons specialists working in Chinese military industries. However, none of this signals anti-American security coordination. Indeed, some Chinese elites are worried about Russian-American military collusion against China. The 1995 Clinton-Yelstin communique pledging joint development of TMD systems raised concerns in Beijing. Moreover, there are serious perceptual problems in the Sino-Russian relationship, not the least of which are Russian fears that China is deliberately flooding Siberia with workers and businesspeople. Russian Minister of Defense Grachev has termed this a “peaceful invasion.” Chinese exports to Russia as a percentage of Chinese exports to the United States stood at about 6 percent in 1994–95. Chinese trade with Russia accounted for about 2 percent of China’s total trade, as compared with 15 percent for trade with the United States

In general, there is little evidence of the kind of security coordination with American adversaries directed at the United States in the 1990s that China developed with the United States and its allies against the Soviet Union in the 1970s and 1980s. At that time U.S.-PRC security cooperation involved, among other shared interests, highly sensitive exchanges of intelligence,32 arms sales, the coordination of assistance to the Afghanistan resistance and the Nicaraguan contras, and American incorporation of Chinese concerns into U.S.-Soviet arms control agreements (such as the INF Treaty). China is not trying to manufacture an anti-American united front, nor is it obviously trying to undermine American security commitments to other states.

Finally, if China were balancing against the United States due to a post-1991 structural shift in power one might also expect China to try to reduce its economic dependence on the United States As Gowa argues, trade can create security externalities.33 If a state perceives that the relative gains of economic interaction may be used to develop the military power of potential adversaries, then it has an incentive to reduce its trade with these adversaries and to diversify its economic linkages with more strategically reliable partners.34 Although China has carried a trade surplus with the United States for a few years, and thus, materially, the relative security externalities are in China’s favor, Chinese leaders tend to discount these kinds of externalities and focus on how China’s dependence has made it more vulnerable to threats to cut off or limit trade. Indeed, they have even called for reducing China’s trade dependence on the United States This has not happened, however. China’s dependence has increased over time. In the mid 1980s about 10 percent of China’s trade was with the United States By 1993 the figure stood at about 14 percent, and for the year from August 1994 through August 1995, the figure is 15 percent.35 Exports to the United States as a share of all of China’s exports jumped even more dramatically after 1991 (See figure 8.7). Chinese military expenditures are positively correlated with the percent of China’s total trade that is with the United States (r = .67). In other words, if China is balancing against the United States, it is not trying very hard to reduce the negative security externalities of trade with its adversary.
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	Figure 8.7: China’s trade dependence on the United States ($billions) 
Source: Almanac of China’s Foreign Economic Relations and Trade, 1988–1995


H.A3: A final hypothesis is that a state’s policy processes should reflect the specific balancing calculus embodied in H.A1–2.36 That is, if, as balance of power theory suggests, realpolitik actors are those who choose to balance, then we should expect to find with some high probability that the decisionmaking discourse reflects a realpolitik worldview, and specifically, that these decisionmakers view the rising hegemon as the target of their balancing choices. Thus one hypothesis would be that with the emergence of hegemon, the discourse ought at least to stress the need to balance against, rather than accommodate, the hegemon.

Much of the more authoritative Chinese discourse on the nature of the international system accepts that the system is, or close to, unipolar, though this conclusion is not a consensus position. It emerged as the predominant line only after the Soviet coup (which suggests that treating 1991 as the end of the Cold War has some face validity). This unipolar assessment was signaled by a lead article in World Economics and Politics, the authoritative internal circulation journal of the Institute of World Economics and Politics, written by He Fang, a senior foreign policy specialist in the State Council’s Center for International Studies. He argued that “it must be acknowledged that the U.S. really does possess all-round superiority in political, economic and military affairs, and in science and technology.”37 The official line acknowledges, in a roundabout way, the unipolar characteristics of the system by arguing that the system is in a transitionary stage to multipolarity from unipolarity.38
However, the policy conclusions that He Fang and others have drawn from this transitional unipolarity are that China should accommodate the United States on certain issues, or at least try to avoid preventing any dramatic downturn in relations. As researchers from the China Institute of Contemporary International Relations—the rough equivalent to the analytic side of the CIA—implied in an article in World Economics and Politics in 1993, because of China’s economic ties, its technological and developmental goals, and its relatively weak “comprehensive national strength” (zong he guoli) balancing against the United States could be very costly.39 Glaser reported that by the end of 1992 the dominant position was that China could not counterbalance U.S. power but should try to improve relations with it. Economic reform, market access, and technology transfers all dictated accommodation, not competitive balancing.40 In a fascinating study of about 130 Chinese foreign policy, business and academic elites in 1991–1992, Wang Jianwei even found substantial support for, or at least understanding of, the United States as a world leader, despite China’s being subject to considerable bullying from the United States. Surprisingly, almost 40 percent of the respondents expressed varying degrees of “appreciation of or support for American leadership in world affairs” because the system needed a leader and the United States was less overbearing and dangerous than other contenders.41 Even after Taiwan President’s Lee Teng-hui’s visit to the United States in June 1995 pushed Sino-U.S. relations to a new low, the Chinese leadership has apparently been keen on avoiding any irreparable damage to the relationship. Thus, contrary to Layne’s expectations that eligible great powers should be striving to help create a multipolar system,42 China may be vaguely hoping for the emergence of one; but it is not expending much economic or political capital to hasten its arrival or to weaken American hegemony.

Power Maximization Realism
This realism is most clearly identified with John Mearsheimer, with certain elements shared by Morgenthau. Essentially the argument is that states seek to maximize relative power or capabilities. While Morgenthau’s starting point was greed in human nature, Mearsheimer derives his offensive realist propositions from the characteristics of structure. For Mearsheimer, states want to maximize relative power because the uncertainty and fear generated by anarchy puts a premium on being prepared for attack from other actors in the system.43 Since the probability of such an attack is a function of whether the defender can credibly deter or eliminate threats, this probability decreases as the defender’s relative capabilities improve. States therefore seek to maximize their instruments of control over other states. There is no a priori logical barrier in this realism to states preferring pre-emption, or at the very minimum superior capabilities if possible. “Since the desire to attain a maximum of power is universal, all nations must always be afraid that their own miscalculations and the power increases of other nations might add up to an inferiority for themselves which they must at all costs avoid.”44
This suggests that for power maximization realism, states must always be essentially dissatisfied with relative position, even if all they seek is to maximize security. They want to maximize relative capabilities since this is what makes them most secure in anarchy. This is where power maximizers have a beef with defensive positionalists. The latter argue that states seek mainly to preserve their relative position rather than to improve it.45 But to power maximizers this axiom does not really warn against trying to improve one’s own relative capabilities. By increasing one’s own relative share of capabilities, by definition one prevents any increase in the relative capabilities of the other, and more effectively so. Given the fear generated by uncertainty under anarchy, it makes little sense only to try to freeze the status quo in relative capabilities; one can never be sure the other side will be content with the status quo. This means that, ceteris paribus, states will prefer to maximize offensive, power projection capabilities.

What, then, is the critical structural independent variable for power maximization realism? One could argue that, in principle, there should be no obvious variation in the interest in improving improve relative capabilities.46 That is, it should be a constant feature of state policy. But the ability to realize this interest is affected by at least two exogenous material constraints: the drain on resources that this single-minded pursuit to improve relative capabilities brings; and the probability that these efforts might compel a counter-coalition to form. We should expect to see the pace of power maximization to pick up as these costs decline, which will happen when other states are unable or unwilling to race or coalesce.47 The state will then exploit this opportunity to rapidly increase relative capabilities. Thus one should expect that in periods where other states are reducing their military capabilities, the state should increase its efforts to improve its own. Alternatively, a change in the systemic power distribution toward unipolarity might provoke power maximizing behavior. Even though the costs of this behavior may be quite high (given a state is “racing” with a unipole), the costs of not balancing against the unipolar are potentially very high as well.48
Power maximization realism would therefore make the following general prediction: H.B. States act primarily to increase their relative military power. More specifically: H.B1: a state will increase its military spending and step up the development of power projection capabilities when the opportunity to improve relative capabilities is low cost (e.g., when others are standing still or reducing their relative capabilities). Power maximization realism arguably allows for enough intentionality in the behavior of units such that they will calculate strategically to exploit opportunities for improving relative capabilities. Gilpin, for one, argues that differential rates of growth in power have a dynamic effect on state behavior by altering the “cost of changing the international system, and therefore the incentives to changing the international system.”49 Did, then, the end of the Cold War constitute a change in this cost for China, and if so a change in which direction?

Arguably, the collapse of the Soviet Union reduced this cost to China quite dramatically. For one thing it reduced the Russian ability to race the Chinese and to preserve existing ratios in capabilities. Indirectly, as well, the Russian ability to maintain existing capabilities ratios was constrained by a series of bilateral arms control agreements with the United States in the late 1980s (e.g., INF, START). For another it marked the end of a period of relatively sizable increases in U.S. military spending, and it saw the retrenchment of the military industrial complex as U.S. political leaders searched for a peace dividend.

Finally, the collapse of the USSR constituted the end of bipolarity. While the United States at present constitutes the predominant military power, according to Layne other players ought to be working especially hard to prevent the consolidation of U.S. hegemony. Thus with end of the Russian and American competition, and with the limited success in U.S. Congressional efforts to consolidate U.S. hegemony by increasing military expenditures in an era of low threats, the Chinese have both a window of opportunity and an extra incentive to increase their share of world capabilities in a relatively short period. Both factors are products of changes in global distributions of power after 1991.

Hypothesis H.B1 therefore suggests that the recent upturn in Chinese military expenditures ought to be due primarily to the reduced costs of “racing” with Russia and the United States. Moreover, internal maximization strategies are more realistic now, given the payoffs from economic growth in the 1980s. The same data used to test H.A1 applies here. If the post-1991 period presents a window of opportunity to shift substantially more resources in the military’s direction, the ME/GDP and ME/CGE data suggest this is not being exploited with much fervor. Additionally, this increase in ME began prior to the collapse of the USSR—that is, prior to the opening of this window. The pace of these improvements has generally not picked up much with the collapse of the Soviet Union, as the figures on military procurement indicate. In those areas where acquisition has increased since 1991, it is not clear these will be sustained. For instance, one quick fix to close the relative capabilities gap would be to rely on arms imports. According to SIPRI, however (using a composite measure of cost, lethality, and technical sophistication), there was a sharp jump in the arms imports index in 1992, accounted for primarily by China’s acquisition of SU-27s and SAMs, but the figures for 1993 and 1994 were much lower, suggesting this may have been a one-time jump.

In short, as I noted in the discussion of H.A1, the motivation for the slow but steady modernization of Chinese military capabilities—particularly its power projection forces—is more consistent with the desire to improve relative power than it is with the goal of balancing the system hegemon. But the pace of military modernization seems slower than power maximization might expect.

H.B2: unilateral efforts to improve relative capabilities will be supplemented by efforts to build a coalition to help the state’s relative capabilities improve (e.g., by providing technology, military assistance, or support for cooperative arrangements that constrain the relative power of others). It will, however, be sensitive to the costs this coordination carries for the autonomy of the state. These coalitions will be loose, with low levels of mutual coordination.

The evidence for this hypothesis is essentially similar to that for H.A2. China is not obviously trying to construct an anti-American united front; it has improved relations with American allies in East Asia, and it would, for the most part, prefer to maintain stable political, military and economic relations with the United States One might be able to argue from a power maximization position that China ought to be trying to maintain relatively good relations with the United States so as not to provoke a militarized response that increases the cost to China of arming, or that shuts the Chinese off from to the economic and technological benefits of the U.S. market. But power maximization theory suggests states will guard their autonomy carefully, and thus might be reluctant to become to closely entwined economically with a potential adversary.

H.B3: There should be evidence in the policy process that is consistent with general calculus embodied in H.B1–2. Decisionmakers therefore ought to see or portray the international system as anarchical, in which unitary actors pursuing the maximization of power are locked into competitive relationships that lead most often to conflict. Decisionmakers also ought to be arguing that in such a world it is best to maximize relative capabilities.

Arguably many Chinese officials and analysts do indeed accept that the nature of world politics is essentially zero-sum and that competition is the primary feature of the system. As one recent article in the authoritative internal circulation journal, World Economics and Politics, put it, systemic anarchy renders all interdependence asymmetric, and asymmetric relationships are essentially ones involving zero-sum power political struggles. As long as gains are asymmetric, the basis for conflict exists. Interdependence can accentuate interstate conflict by trampling on the sovereignty of nation-states, by preventing them from controlling their economic, military and political resources, and by providing opportunities for states to interfere in the internal affairs of others. The basic characteristic of the international system, therefore, is that states pursue short-term benefits by adopting policies harmful to others.50
It is interesting to note that in Chinese-language analyses, particularly after the collapse of the USSR, one rarely sees the term “new world order” (shijie xin zhixu) to describe the Chinese leaders’ normative vision of world politics (see figure 8.8).51 Rather the preferred term is “new international order” (guoji xin zhixu). The former connotes a system in which a hegemon is the primary impetus behind this order.52 Moreover, a new world order connotes a system of interstate norms which undermines state sovereignty, ostensibly in the search for cooperative solutions to global problems. In a new international order, however, the sovereign state remains the unit of analysis, and the primary objective of this order is to preserve the sovereignty and independence of states.53
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	Figure 8.8: Average frequency of terms per article in Shijie jingji yu zhengzhi, 1985–1995


This does not mean that the system is imminently dangerous, only that states should be prepared for potential threats. Indeed, some analysts explicitly identify the relatively benign security environment of the 1990s as precisely the one in which China can make strides in narrowing the military gap with other major powers without having to divert resources away from economic development. As weapons experts in the military wrote, “The relatively peaceful international climate and our friendly relations with our neighbors are providing fine external conditions for PLA weapons development.”54 As an internal circulation 1993 book for military cadres stressed in reference to the navy,

At present our navy faces a tremendous opportunity for development that is has not had before: the international environment is moving toward detente, the national economy is in the midst of rapid development, the reform and opening policy has become a state policy, the people’s “ocean consciousness” is in the process of strengthening, the Central Military Commission has given a great deal of attention to the development and construction of the navy, and the development and expansion of the navy has received the understanding and support of knowledgeable people in all spheres of life.55
On balance, Chinese behavior appears to be more consistent with power maximization realism than with balance-of-power realism. In particular, China’s goal in its security policy is more consistent with the desire to maximize relative capabilities as insurance in a potentially dangerous world than it is with the intention to balance against a rising hegemon.

I am leery, however, of jumping to the conclusion that power maximization realism has been confirmed. The main problem has to do with the motivation behind Chinese power maximizing behavior. In this version of realism the driving force behind state behavior is ultimately fear of insecurity in an anarchical environment. Long-term interests and goals are exogenous (security in an anarchical world) while shorter term goals and interests (the means to these long-term goals) are endogenous, shaped by particular power distributions and the opportunities these present for power maximizing behavior. The problem is that in the Chinese case a critical driver of its long-term goals is not security per se but status. Indeed, elements of Chinese realpolitik are sometimes put almost as a conscious choice. Writing in 1988, one analyst at a military conference on East Asian strategy noted, “In the early 21st century we must utilize the Soviet-U.S. detente, and the advantageous opportunities presented by their partial retreat from the Asia-Pacific region, to speed up the development of our diplomacy, throw off the limitations of ideology, adopt flexible diplomacy and gradually expand our country’s influence, increase our status and effectiveness in the Asia-Pacific region.”56
The status arguments behind power maximization are explicit and implicit in internal discussions about why China needs nuclear weapons, why it needs aircraft carriers, and why it needs to control the South China Sea. In each of these cases a powerful argument is that these are signs that China has “stood up” in world affairs. Indeed, Chinese foreign policy discourse since 1949 has been replete with status-related language,57 and foreign policy behavior since 1949 has been aimed, in part, at protecting “national self-respect” (minzu zizun), at enhancing China’s “international position” (guoji diwei).58 The most visceral, hence deeply ingrained, emotional reaction to Western criticism of China’s record on human rights or its foreign policy behavior, is usually a heartfelt recitation of the 100 years of humiliation that China suffered at the hands of Western imperialism, including the loss of territory through “unequal treaties.” Thus when Chinese leaders and analysts talk about the post Cold War period being the most advantageous for China since 1949 (zui you li de guoji huanjing) this is not simply a reference to the relatively low level of security threats, but also to China’s influence in international institutions and in world economics and politics in general.59
This drive for status is not directly structurally determined. It may be a product of structure at time t, but its persistence at time t + 1 is independent of structural conditions (e.g., China’s drive for major-power status has been a persistent policy goal of leaders inherited from the legacy of weakness in the face of imperialism in the nineteenth century). It is this historically generated, ideationally propelled and politically institutionalized interpretation of China’s place in international politics that explains the persistence of power maximization behavior, independent of a structurally determined drive for security. The disconnect between structural threat and/or structural opportunity to increase relative capabilities is illustrated by Deng’s remark in 1984 that if China could quadruple its national wealth by the end of the century, it could devote more resources to military capabilities.60 A major policy study commissioned by the State Council in 1984, called “China 2000,” was explicit that in the 1990s more resources would be devoted to the PLA and to hinterland development.61 It is hard to say to what degree the study is still guiding the state’s development strategy. But the point of both examples is that regardless of broad structural transformations in the international system, Chinese leaders have taken it for granted that China needs to increase its military power in the not-too-distant future.62
Some Chinese strategists now also speak of the need for “survival space” (sheng cun kongjian) and for strategic frontiers that extend horizontally into the Indian Ocean, the South China Sea, the East China Sea, and vertically into space. But they have spoken of these “soft frontiers” at least since 1987, and not specifically in reaction either to U.S. hegemony or post-Cold War opportunities to increase relative capabilities for security reasons.63 Advocates of naval modernization and the development of the “near ocean defense strategy” (jin hai fangyu zhanlue) speak not only of protecting shipping lanes, fishing grounds, and SLOCs, but also of increasing China’s “national awesomeness” (guo wei) and expanding its “political influence” (zhengzhi yingxiang).64 As some proponents of naval modernization have put it: “If we are to be a world great power, we must not merely cast our eyes at the continental land, but must also look toward the oceans, and we must have a strong “ocean consciousness” [haiyang guan]. If we don’t have a strong and powerful ocean force, it is very difficult to enter the ranks of the world’s powerful states.”65
Status is not unrelated to security, of course. Status buys deference to one’s interests; it buys access to states and international institutions. But as Schweller points out, there are states that have revisionist tendencies not because the present structures make them insecure, but because the present structures do not allow them to appropriate other goods (e.g., status and deference).66 In China’s case, there is a fair degree of evidence that, at the moment, it is not security maximizer, but a “prestige maximizer.”67
How serious the damage, then, to power maximization theory if it gets the motivation for China’s power maximizing behavior wrong? I think it is quite serious since it means that the theory gets a basic prediction, H.B1, wrong: immediate security fears are not the the obvious driving force behind China’s military policies in the 1990s, and the opportunities to improve relative capabilities with the collapse of the USSR emerged after China began to increase its military expenditures and power projection forces.

Balance-of-Threat Realism
Balance-of-threat theory, as developed by Walt, predicts that states will balance against the primary threat as defined by aggregate power, geographic proximity, offensive power, and aggressive intentions (a component of which is ideology that may affect perceptions of enemy intentions). The primary threat may or may not be the dominant power in the system.

The theory is fairly indeterminate, however. For one thing, as Walt acknowledges, it does not provide any a priori aggregate weighting system for the four key variables. Each variable could lead to predictions about behavior that contradicted the other.68 This raises problems of falsifiability. For another, virtually any perception of threat drives the model, and the threat need not be to strategic/territorial interests, as is the focus of traditional realism. Threat can mean threat to the domestic politics and the internal legitimacy of a regime.69 Again this introduces a great deal of indeterminacy into the theory, since if one finds balancing behavior in the absence of a military threat to the territorial integrity or strategic interests of a state, one can always claim that the threat is in fact to the internal legitimacy of the state, an altogether more subjective, flexible, hence manipulable definition of threat. To make the theory testable, then, I think it has to define threat in more “traditional” realist terms—as a military threat to the territorial integrity or military security of the state. Threats to the legitimacy of the regime may be derivative of strategic threats, but they should not be included in an amorphous independent variable.

Finally, Walt’s theory is not clear about what happens when when one threat ends or declines. Is it necessarily succeeded by another? Do states require or expect that one threat will be followed by another? Balance-of-power theory suggests there is a constant shifting of the target of balancing: once one hegemon is balanced against, then the system balances against the initial balancing state or coalition.70 But Walt is unclear about this. If threats are constructed—that is if we assume, as I think Walt has to, that the crucial variable is threat perception—which interprets the meaning of military power, geographic proximity, and offensive doctrines—then the replacement of an old threat by an new one is not automatic. So once the threat disappears, balancing behavior should cease.71
H.C: The general prediction is that states balance against the primary threat. Thus with the collapse or end of that threat (in the absence of the appearance of another) we should see the end of balancing behavior until another threat emerges.

This first step in testing this this general hypothesis, and its derivatives, is to show that variation in Chinese internal and external balancing behavior is consistent with variation in perceptions of the primary threat (either the disappearance of the old threat and/or the appearance of a new one). There is little doubt that the collapse of the USSR signaled the end of a long-standing military threat to China, and the major impetus behind China’s force posture and alliance behavior from the late 1960s through the late 1980s. The question is whether Beijing sees newer and imminent threats at present or over the horizon. The evidence on this is ambiguous. Perhaps indicative of this, a major PLA conference consisting of a wide range of strategic and operational analysis institutions held in late 1993 to determine precisely this question came to a range of estimates. According to Hong Kong reports of the conference, about 60 percent of the attendees believed primary threat in the next century will be Japan, 40 percent believed it would be the United States, while 10 percent thought it would be a resurgent Russia.72
Nonmilitary analysts seem divided as well. During the sharp downturn in relations in mid 1995, some analysts apparently concluded that U.S. policy was determined to keep China divided and weakened, to prevent it from challenging U.S. hegemony.73 Others have observed, however, that American foreign policymakers are not engaged in a monolithic conspiracy to contain, divide, and weaken China, but are themselves being buffeted about by conflicting domestic interests, the division of powers, and other peculiar features of U.S. policy process.74 While some hardline analysts believe that the United States is trying to encircle China—vide U.S. efforts to control political and economic reform in Russian, U.S.-Vietnamese normalization, American promotion of multilateral security institutions in East Asia, improved U.S.-Indian relations, the promotion of Taiwanese efforts to increase their international status75—even they are willing to concede that this strategy is largely political and economic in nature: “If one looks at it from a purely military security angle, [the United States] does not constitute a realistic threat.”76 The general assessment that China operates in the most benign strategic environment since 1949 still stands.

If the perceived threat is not clear, or as Chinese leaders proclaim, relatively low, then according to balance-of-threat theory we should not expect to see much internal or external balancing. On this score the evidence suggests this version of realism does not do a particularly good explanatory job.

H.C1: As the threat declines or disappears a state will slow down, stop, or reverse the rate of growth in its military expenditures and in its development of any power projection capabilities that could be used against the former threat.77 Arguably this hypothesis is disconfirmed by the continued, if moderate, real growth in Chinese military expenditures and military power projection capabilities in the 1990s. Of course, these power resources are not necessarily directed at Russia, but they could well be. They could be used against Russian capabilities in East Asia, Central Asia, or against Russia itself. More generally, however, military modernization is directed at multiple possible contingencies, one of which is considered imminent (anti-Taiwan operations).

H.C2: As the threat declines or disappears, a state will withdraw from, or cease seeking alliances that aggregate capabilities, and will draw down efforts to break apart existing or real coalitions that favor the former threat. Consistent with this proposition, given the collapse of the Soviet threat, China is no longer trying to build a united front directed at Russia, as it did in the 1970s and 1980s. Given that there is no consensus yet as to the degree to which the United States constitutes a clear strategic security threat, we should also not expect to see alliance building against it. And indeed, as I noted, despite problems in the Sino-U.S. relationship the Chinese are still interested in developing closer military ties with the United States, in part to acquire technology, training, information about command and control and operations through these exchanges.

The problem for the theory is that it is not clear that the end of the Cold War per se had much to do with this diffusion of potential targets of Chinese military power. On the one hand, though Soviet threat was, in the Chinese view, declining somewhat over the 1980s, this was debated inside China well into the Gorbachev period. His reforms were viewed as an effort to restore Russia’s ability to vie for hegemony and China was still a potential target. In this sense, the collapse of USSR in 1991 could be viewed as the critical change in the independent variable. Indeed, sometimes the Chinese discourse will speak of the end of the Cold War and the breakup of the Soviet Union in the same breath. On the other hand, Sino-Soviet relations were “normalized” in 1989. The Soviets unilaterally met China’s conditions for normalization, and in doing so reduced the operational military threat against China (e.g., by withdrawing forces from Mongolia). U.S.-Soviet arms control, particularly the INF agreement, also improved China’s security. All of these changes preceded 1991. So, as the theory predicts, the decline in the threat has led to a decline in external balancing efforts and a diffusion of internal balancing efforts. But it is not clear that the decline of this threat and the end of the Cold War are the same thing.

H.C3: As the threat declines or disappears, so does the assessment of threat in policy process. Since this theory relies heavily on subjective judgments about threat (given the potential role of ideology in defining threat), it is even more important for its validity that ideas and discursive practices are consistent with behavior. Indeed, in this theory these practices are at times causal, not ephiphenomal.

There is no doubt that Chinese threat assessments are consistent with an end to the Soviet threat. Chinese commentary on its relatively friendly external environment is not just public posturing: internal circulation papers written by top analysts in the intelligence and foreign policy communities generally endorse this assessment as well.78 The problem for the theory is that if Chinese leaders were balancing against threats, the discourse would be inconsistent with the behavior outline in H.C1. That is, even though China’s threat environment is relatively benign, its internal balancing behavior in particular is inconsistent with the behavior the theory predicts given this change in environment. If the behavior were consistent with the discourse, one might expect to see Chinese leaders arguing in favor of slowing down the military modernization program, now that threats have declined.

Identity Realism
This form of realism has heretofore been unexplicated in any detail, but it flows from work in social constructivism and social psychology on group identity formation and intergroup conflict. Much of this disparate literature essentially holds that the creation of in-group identities leads directly to the devaluation of out-groups. This in turn leads to competitive interpretations of the relationship with the out-group. The creation of and intensification of group identities, then, positively correlates with the degree of competitiveness with the out-group.79 Thus the initial motivation for self-help behavior is not the survival of the group (state) but its creation.

The literature is murky about the reasons for this out-group devaluation, however. Some explanations rest on individual material interest.80 But Kinder and Sears’s work on racial prejudice shows that the devaluation of the out-group is not obviously interest-driven among most members of the group. Put another way, the in-group does not resent or distrust the out-group because of some tangible threat to in-group’s interests (as neorealism/realism would posit, whether because the out-group is a predator or is structurally compelled to compete). Rather it is socialized and learned—whether or not a tangible threat exists—and is reinforced by pressures to conform. In symbolic racism the cognitive structure of this devaluation is based on dramatically differentiating the values of in-group and those of out-group: the other is seen as morally unalike (e.g., blacks are lazy, criminal, don’t work hard, are unpatriotic etc, among other stereotypes).81 The cognitive structure of nationalism and nation-state identity is probably akin to symbolic racism in its normative condemnation of the other. That is, identity creation must be based on stereotypes of self and other, not just on evidentiary-based arguments about conflicting material interests. The persistence of the former in the absence of the latter suggests identity construction is not epiphenomenal to the state’s need to mobilize resources in a given competitive anarchy (just as the persistence of symbolic racism even when no concrete interests are threatened by blacks suggests that racial conflict is a constructed, not an economic, fact). Rather the causal arrows run the other way: identity construction, and its intensity, determine anarchy and how much fear and competition results. Applied to international relations, then, the literature would suggest that changing intensities of in-group identity affect the degree of outwardly directed realpolitik behavior, regardless of changes in structural environment.82 Moreover, variation in in-group intensity will explain variation in the targets of this realpolitik. That is, weak or porous in-group identification provides greater cognitive space for identifying, at least in part, with other groups. To the extent that identity expands to these groups, they no longer serve as logical targets of realpolitik behavior.83
In sum, if there is an increase in the intensity of identity—or efforts to intensify identification—we should expect to see more competitive behavior directed at the out-group. As the boundaries of the in-group expand or contract we should expect a change in the degree of competitive behavior directed at the those actors comprising the old in-groups and out-groups at time t.

What might an identity explanation of realpolitik consider to be the critical independent variable explaining this initial variation in intensity of identity? Unfortunately there is no clear guidance from either the social psychology literature or constructivist work in IR theory. One obvious possibility that flows from the symbolic basis of identity is as follows: a threat to the legitimacy of the in-group’s composition, or to forms of legitimate organization, or to its cohesion and its values, rather than specifically to the material interests of the group, leads to efforts to shore up in-group identity. Thus threats to the in-group will vary depending on self-evaluations of the content of the primary valuations of the group. Put another way, identities have two elements: The first is the group specific values associated with the self-perceived role of the group—the content of identity. The second is the cross-group tendency to devalue out-groups. The specific content of the identity will tell the group what it ought to value, and thus how to define what and who threatens its integrity. The second element tells the group how it ought to react to these threats, namely in a realpolitik fashion. Thus competitive strategies will be adopted toward threats that are determined by the specific content or legitimacy of the (predominant) identity. The content of in-group identity is not given by position in the international system, as essentially structural realism would argue: indeed, empirically this content varies far too much across states similarly and differently positioned for it to be determined by material structures. Democratic identities shared by members of a European security community are provided neither by anarchy nor by different distributions of power under anarchy.

This does not mean that identity realism ignores material, structural variables. Identity realism acknowledges that structural variables—namely changes in relative capabilities—are important steps in predicting state behavior. But these are important because the realpolitik ideology that is a creation of in-group formation interprets changes in relative capabilities in particular ways. Identity creation makes a group sensitive to relative capabilities only to the extent that, given the prior content of the group’s identity, the group believes it is in a competitive relationship with an out-group. But the logic of the argument suggests that this sensitivity varies as intensity and scope of identity varies. So changes in relative capabilities matter between in-group and out-group, but they matter more as in-group intensity increases and the out-group is more starkly devalued. Conversely they matter less the less intense the in-group identity, and by definition, the less starkly the other is devalued, even though the groups exist, technically, in anarchical relations. They matter not at all between groups that believe they are part of a larger in-group.

This addresses a problem that other realisms have had difficulty with—an inability to account for variations in the intensity of realpolitik behavior and variation in the responses of different groups to similar changes in relative capabilities. Some realists have tried to account for the variation in competitiveness by invoking offense-defense balances and their effect on the intensity of the security dilemma.84 That is, the competitiveness of groups increases when offense dominates and the security dilemma is especially acute. This has nothing to do with in-group identity intensities—these are epiphenomenal—but with offensive-defense balances. But this still begs the question why one state would necessarily interpret another state’s offensive advantage as threatening if, say, the states are in a friendly relationship.

If self-help is a product of group identity creation, then it is in the interests of the group to preserve the high evaluation of the in-group and the devaluation of the out-group. Institutions are thus necessary to uphold, socialize, and transmit identity, and by doing so they perpetuate realpolitik interpretations of the out-group across time. It is in the group’s interest to do this, in part to prevent free riding. One would therefore expect to see the institutionalization of self-help axioms accompanied by norms that delegitimate the out-group and that punish those whose identities are loose enough to allow defection from the group.85 Hence the language used to intensify in-group identities, in effect, compels marginals, or those on the fringe of the group, to declare themselves for or against the group. The threat implicit in this language is that those who do not, or those who try to straddle identities are threats to the integrity of the group, and thus are beyond the moral pale, no different than the out-group. This stark othering deters members of the group who might defect.86
Thus realpolitik becomes an institutionalized ideology stressing the “linked fate” of the in-group,87 the dangers of the disorder in the environment beyond the group, and the dangers presented by marginal members.88 As Hobbes argued, domestic cohesion around the state-as-in-group—the Leviathan—requires this ideology.89 The group therefore needs to provide arguments about the competitiveness of the environment in order to reinforce in-group identification. This is what realpolitik as ideology does. Arguments about the inherently competitive and dangerous external world might be supplied, for example, through official interpretations of the group’s history, the accepted language of strategic debate, or policy process structures that marginalize certain voices and interests.90 Together, realpolitik ideologies and their institutions are designed to prevent groups from perceiving security dilemmas as the basis of insecurity. The logic of in-group creation compels a group to emphasize that insecurity comes from the predisposition of out-groups to threaten it. Thus from an identity realist perspective, the institutional struts of realpolitik should also be essential focii of research.

To summarize, identity realism would make the following general predictions: H.D: the greater the intensity of in-group identity, the greater the devaluation of the out-group, the more competitive the policies directed at the out-group. The root cause of this increasing intensity of identification is a challenge to the legitimacy of the content of a group’s identity. So, in the Chinese case there are three issues. First, to what extent has there been an increase in the intensity of in-group identification and a concomitant increase in the devaluation of out-groups? Second, to what extent is this change, if there has been one, a function of the end of the Cold War? Third, to what extent has this change correlated with any change in the competitiveness or coerciveness of Chinese realpolitik behavior? I will address this last question when I come to the specific hypotheses H.D1–3.

As to the first issue, I have no good indicator for intensity of identity. I am not alone on this score. Until very recently, the literature on identity is remarkably free of any effort to think about indicators of the scope and intensity of in-group identification. Some of the literature that measures patriotism and nationalism has used, in combination with other survey tools, 5-point Likert scales. One might also use Osgood semantic differential procedures, or a “meta-contrast” ratio.91 But these are applied to surveys, not to the content analysis of historical documents. When one has to rely on content analysis, applying these methods is difficult—one has to rely on groups of well-trained coders to judge where the author of an article or document might place her/himself on a scale with no reference to the ideas of the author other than what exists in the article.92
In lieu of rigorous measures of the intensity and exclusiveness of in-group identity, I rely for the moment on a mix of anecdotal indicators: the degree to which nationalist symbols have replaced Marxist-Leninist ones in the public and decisionmaking discourse on China and its role in international relations; the degree to which discourses about China’s relationship to the outside stresses the former’s uniqueness and differentness;93 and the language used to describe marginal or fringe actors (e.g., the discourse used to describe those whose identities are suspect, or potentially more diffuse: the more the group is interested in excluding fringe actors, or deterring their defection from the group, the shriller the discourse used to describe them).

The common, and probably accurate, observation from China specialists is that with the collapse of Marxist-Leninist ideology as a force for social cohesion and political legitimacy, the regime has turned with more urgency to a victimization discourse,94 and to a new amalgam of appeals to an ancient, glorious Confucian past,95 barely disguised racialist discourses on the greatness of the Chinese people,96 “Asian” ways toward human rights and political and economic development,97 and characterizations of conflict in the international system as residing increasingly in differences in culture and social structure, among other stark appeals to Chinese identity.

Much of this discourse has been embodied in the ubiquitous adjectival phrase “Chinese characteristics” (zhongguo tese) used to modify a dizzying array of activities: China is building socialism “with Chinese characteristics”; artists and musicians are urged to produce cultural products with “Chinese characteristics”; academics are tasked with developing social science theories “with Chinese characteristics.”There is, to be sure, a great deal of perfunctoriness in all of this, but it reflects a broader interest the regime has in wrapping valued behavior in allegedly unique cultural characteristics, and implicitly devaluing alternatives by labeling these foreign, different, and alien. I have not done any rigorous frequency count of the term, but my sense is that it became a shriller, more ubiquitous and more reactionary concept after June 1989.

The regime has also implicitly attacked those with marginal identities or who might try to hold multiple identities by once again delegitimatizing “cosmopolitanism.” The critique of cosmopolitanism (shijie zhuyi) picked up after June 1989, in part because the regime believed that some democracy activists saw themselves as part of a broader global historical ideological trend. Some scholars who worked on issues relating to cultural convergence (wenhua qutong) through internationalization of national economies had to drop their research focii. In some internal circulation materials the “open consciousness” (kaifang yishi) prior to June 4 was blamed for the proliferation of such unpatriotic concepts as “citizen of the world” (shijie gongmin), “global village consciousness” (diqiu cun yishi), “convergence theory” (qutong lun), as well as “foreign worshiping” behavior and the negation of the cultural legacies of the Chinese ethno-nation.98 The regime also critiqued the concept of the “new world order,” in part because the core unit of analysis in the term is the globe rather than the nation-state. In sum, there is important evidence that the regime has attempted, at least, to intensify identification with the Chinese state using symbolic cues with deep resonance in the socialization of the Chinese people.

It is clear the regime has thought fairly carefully about the politically instrumental purpose of these nationalist discourses. In what may have been the summary of an explicit research project on the uses of direct nationalism, an analyst with the State Council Information Office—the office charged with controlling information into and out of China—wrote in 1995 that nationalism could have a number of functions. Among the positive ones were unification of a people and nation, and preservation of the nation-state in the face of external aggression.99
The second question is when did this process begin? This has a bearing on the third question, namely, whether there is a correlation between this discourse and China’s security policy. One thing is fairly clear: the efforts to increase the intensity of identification with the Chinese state—while never absent in post 1949 history, of course—picked up before the collapse of the Soviet Union but after June 4, 1989. This should not be surprising. The protests against the regime and the aftermath of the crackdown in June 1989 constituted an unprecedented crisis in the regime’s legitimacy. The initial discourse was especially shrill in its accusations of foreign efforts to overthrow socialism in China through “peaceful evolution.”

In essence, June 4 provided information to the regime that “revealed” not only that the outsiders were trying to undermine the integrity of the in-group, but also that they held much different approaches to the inviolability of internal affairs. In other words, June 4 provided information to Chinese leaders that suggested more work needed to be done to intensify in-group identification (so as to maintain the legitimacy of the in-group political status quo) and also suggested that differences with the out-group were larger, more pressing, and involved higher and more competitive stakes than they had previously acknowledged.

The talk about peaceful evolution has been toned down in volume since 1991, but it is clear that the regime does not believe the crisis in internal legitimacy has passed. The crisis has been accentuated or at least perpetuated, in Chinese eyes, by American pressure on China on human rights, U.S. support for the internationalization of Taiwan’s foreign policy, and the condescending way that the United States has described China as a violator of international norms of behavior in a range of issues. The crisis of legitimacy has been accentuated as well by a deep concern about other processes of identity creation or consolidation within China, namely in Tibet, among Muslims in Xinjiang, and among island-born Taiwanese (hence the seriousness with which the Chinese leadership takes the crisis with the United States over Taiwan’s status).100
The end of the Cold War, in a sense, only indirectly explains this process of fostering more exclusive in-group identification. Chinese leaders argued that, as China’s strategic value to the United States has declined with the collapse of the USSR, the U.S. use of human rights to threaten China’s political stability reveals the true essence of U.S. hegemonism and power politics, thus accentuating the differences between the two social systems. The primary charge leveled at the United States has been that it wants to “divide and westernize” (fenhua xihua) China, and to prevent it from gaining its rightful status as a great power. The U.S. threat is not aimed directly at China’s territorial integrity or military security, but rather at the vision of China as a sovereign, independent, great power, both economically and militarily. The end of the Cold War, then, did not make this in-group–out-group differentiation inevitable. Rather it reinforced information about in-group–out-group differences that were made especially apparent with the events of June 4.

To reiterate, this intensified identity discourse is primarily a function of a regime of shaky legitimacy trying hard to convince its people that only the Communist Party can lead China to its place of greatness in the face of external adversaries. This discourse has, as I noted, sharpened after June 4, with the decline of even relatively benign interdependence themes of the 1980s.101 The discourse is not a product of the end of the Cold War, and the emergence of the United States as the lone superpower. It is therefore not an epiphenomenon of structurally induced balancing behavior. The discourse may be an ephiphenomon of the leadership’s quest for legitimacy, but it would not cue the desired identification in the population if there were not fertile ideational ground for such symbols.

Thus identity issues have had two effects: the crisis of legitimacy has compelled greater efforts to foster identification with the Chinese state as led by the CCP, and the symbolic content of the identity discourse is determined by a historically rooted identity as a victimized great power. Indeed, some political insiders in China have explicitly recognized the importance of cultivating nationalist sentiments and an “enemy psychology” (diqing xinli) to gird the population for competition with the United States and to prevent internal disorder along the lines of June 1989. The language should stress that the U.S. intention is to exterminate China (mie wang zhongguo), as stark a zero-sum image as one can imagine.102 The net hypothesized effect of the interplay of these two components of identity should be a more intense, or harder, realpolitik behavior toward out-groups, regardless of changes in material structures.

How well, then, does identity realism do in explaining change in Chinese security policy? At a very general level, of course, one could argue that it does a very good job establishing the necessary conditions for the realpolitik core of Chinese behavior. Like any most other states, ceteris paribus, the creation of Chinese state identity entails devaluing external actors and portraying the external environment as conflictual. This process creates relationships under anarchy and interprets them as conflictual: hence an overarching preference for realpolitik behavior. This preference ought to persist regardless of changes in material structures. The rhythm of realpolitik behavior, in other words, ought to be out of sync with changes in material power, but in tune with changes in the intensity of identification as required by the internal cohesiveness of the group. As for more specific predictions about security policy, one can deduce the following:

H.D1: Ceteris paribus the greater the intensity of in-group identity, the greater the devaluation of the out-group, and thus the greater the increase in military expenditures and arming directed at the out-group. Most importantly, for our purposes, the intensification of the identity discourse correlates temporally with the push to increase real military expenditures and improve military operational capabilities in the late 1980s. Moreover, the primary driver of this modernization program—achieving the status of a great power—is consistent with the content of Chinese identity as reflected in the preeminence of realpolitik ideology and institutions. Contrast this with the other realisms that predict security not status will be the primary goal, and that a change in military expenditures and acquisitions should be a function of the change in power distributions at end of the Cold War in 1991.

H.D2: the greater the intensity of in-group identity, the greater the devaluation of the out-group, the greater the effort to seek alliances that constrain or balance against the out-group. These alliances may be tighter than one might expect if there is a greater probability that allies will be identified as members of the in-group. If there is no such identification, then loose, temporary security coordination will be preferred. Therefore, China ought to support relatively tight alliances with states that are perceived to share similar in-group values. Otherwise it should prefer loose alliances against the devalued out-group. In many respects the post-June 1989 discourse on identity has stressed China’s uniqueness and its determination to preserve the sovereignty and autonomy of the state. Thus it has not sought or joined tight security coalitions aimed at devalued out-groups like the United States But neither has it sought or joined loose coalitions aimed at containing U.S. power. This is a problem for the argument if indeed the starkness of in-group–out-group differences has been accentuated.

China’s global human rights diplomacy is more consistent with the argument, however. Part of the discourse on human rights has stressed the common approaches to the relationship between the individual and the state shared by such Asian states as Singapore and Malaysia. As the theory would expect, this common discourse has been reflected in Chinese efforts to construct a coalition of states opposed to Western pressure on human rights, particularly human rights defined in terms of individual political and civil liberties.

H.D3: the greater the intensity of in-group identity, the greater the devaluation of the out-group, the starker and more denigrating the images the policy discourse will present of the out-group, the more the in-group will use these images to mobilize in-group identities. Discourse about strategic threats will follow from discourses about threats to the valuational integrity of the in-group (e.g., strategic competition will flow from perceived valuational competition, not the other way around).

As a first crack at measuring an increasing sensitivity to the independence and autonomy of the Chinese state (which, for most realists, ought not to vary), a randomly sampled set of articles from an internally circulated, authoritative journal on international relations, World Economics and Politics, was content analyzed. These were coded for the frequency of specific terms that reflected judgments about the conflictual nature of the international environment and about degree of congruence between “national interests” and the interests of other actors.103 Specifically, each article was coded for the frequency of concepts that tapped into two different poles of thinking about the international system and China’s relationship to it—a hard realpolitik pole in which the system is highly conflictual, and in which independence, sovereignty, and national interest are of primary importance, and an interdependence pole where cooperation, the predominance of global interests, and international institutions characterized the system. My assumption is that the more frequent the concepts that cluster around the former pole, the more likely that Chinese analysts stress China’s identity as an independent, autonomous actor with fewer common interests or values shared with other states. The more frequent the concepts that cluster around the latter pole, the more likely that Chinese analysts accept more porous identity boundaries with outside actors, and acknowledge some common interests and values.

This is, to be sure, a very rough indicator. Nonetheless, one does see a jump in the references that describe the international system as conflictual and that stress national interests and the Chinese version of a new international order (which is based on the enhancement of the independence and sovereignty of states) after 1988 but before 1991. As figure 8.9 shows, after 1988, not after 1991, the cumulative frequency of conflictual images takes off on a trajectory at a rate that exceeds the cumulative frequency of cooperative references. This is what one should expect if the legitimacy crisis of 1989 were driving the efforts to intensify in-group identity and realpolitik ideology.
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	Figure 8.9: Content analysis of Shijie jingji yu zhengzhi


 

Conclusion
Given the messiness of the realist theories I have tested here, I feel somewhat less concerned about the messiness of my conclusions. One thing is clear: the first three realisms do not come through with flying colors, even though I tried to create ideal test conditions for each of them. Balance-of-power realism is problematic for a number of reasons. First, the intensification of China’s military modernization efforts has preceded, rather than followed from, a substantial structural shift in power in favor of the United States Second, China is not determinedly internally or externally balancing against the United States, despite this structural shift. Third, despite the emergence of the United States as the predominant military power in the system, China is becoming more, not less, dependent on trade with the it. Finally, despite this shift, and despite the recognition in the security policy discourse that the present system is highly asymmetrical, if not unipolar, Chinese decisionmakers have not determined that the United States is China’s primary military adversary or the primary target of its balancing behavior. They continue to argue that from China’s perspective the post-Cold War period is highly competitive but for the moment relatively benign strategically.

At first glance, power maximization realism does a better job accounting for much of Chinese security policy. Chinese military modernization has proceeded as the costs of trying to maximize relative capabilities have declined with the collapse of the USSR. The Chinese policy discourse is also consistent with power maximization’s assumptions about the competitive nature of the environment and the need to exploit opportunities to increase relative power. The difficulty with the theory, however, is that, again, much of this behavior precedes the collapse of the USSR and the reduction in costs of power maximizing. Moreover, it is not clear that the motivation behind power maximization is security as much as it is status—a driver that is much harder to attribute to systemic anarchy and changing power distributions, as Schweller has noted. The fact that both balance-of-power and power-maximization versions of structural realism get what should be an easy, “most likely” case wrong is, or ought to be, profoundly troubling for those who believe that anarchy and polarity are critical variables in explaining the security policies of major powers. In other words, their disconfirmation in this particular case ought to be weighted quite heavily for defenders and critics of structural realism alike. If not in this case, then when does balancing occur for material structural reasons?104
Balance-of-threat realism is not a particularly good explanation of Chinese security policy either. In general, China’s military expenditures and modernization of operational capabilities are on a gradual upward trajectory even though the primary security threat has essentially disappeared. China is not balancing against any identifiable military threat at the present, and decisionmakers and strategists are divided about which state may constitute the next security challenge. Although the United States presents the most foreign policy headaches for the regime, even hardline analysts do not believe the United States presents an imminent military threat. Indeed, for the most part Chinese decisionmakers consider the post-Cold War security environment to be, on balance, the least threatening since the founding of the People’s Republic.

As for identity realism, the discussion here is a first cut at exploring a constructivist perspective on realpolitik behavior. To be sure, this version of realism has been the most difficult to operationalize, and hence to test convincingly. Two things can be said for it, however. First, the timing of China’s discourse about international relations and its role in the system is consistent with the acute accentuation of the regime’s legitimacy crisis in 1989. Identity realism would expect under this condition that the regime try to foster greater in-group identification with the Chinese state and CCP leadership. Second, the content of this discourse is also consistent with identity realism’s expectations. In order to intensify in-group identification the regime ought to stress the uniqueness of the in-group, the potential dangers of the external environment, and the valuational differences between in-group and out-group. Hence, the intensification of nationalist symbols, the invocation of traditional cultural values, the relative increase in conflictual images of international relations, the denunciation of Western interference in the internal affairs of sovereign states and the illegitimacy of U.S. “hegemonistic” foreign policy, among other manifestations. This discourse, by definition, is a realpolitik one, and the timing and content of behavior ought to be a consistent with it.

The difficulty for the identity argument, however, is that this intensification of realpolitik discourse and behavior is relatively minor in comparison with the long-time realpolitik nature of Chinese foreign policy. There are deeper roots to Chinese realpolitik than the effort to intensify in-group identities after 1989. As I have argued elsewhere,105 and as ought to be clear by the failure of the Chinese to respond in the 1990s in ways predicted by the two structural realisms, it is not at all obvious that structural anarchy explains these deeper realpolitik impulses. Much more work needs to be done on the interplay between deeply historical identity creation and state responses to the contemporary identity crises that they face.

Unit-level constructivists might argue that there are unit-level ideational structures or identities that can produce realpolitik behavior through specific interpretations of the intentions of out-groups, and these are sustained through the production of histories and symbols institutionalized in education systems and decisionmaking processes that stressed hostility, rivalry, threat, and competition. I would argue that this production is inherent in in-group identity construction, and should lead constructivists to a somewhat more pessimistic view of the persistence of realpolitik behavior. Systemic constructivists would have to argue that there are global ideational structures—interpretations of actors and their intentions—that are competitive, self-regarding ones but that are produced and reproduced independent of material structures. This may be part of the Chinese story if one were to argue that the Chinese have consciously adopted an idea of major-power behavior that was normatively acceptable and descriptively standard earlier in this century, and have perpetuated this model even as other major powers have moved on to definitions of major-powerhood based on soft power attributes. In what one might call a normative product cycle, Chinese leaders have inherited “sunset” concepts of sovereignty, independence, autonomy, and security because these appeared to have worked well in producing national power and status for major powers in the past.

In either case, a constructivist focus on social interaction—namely in-group identity construction—can provide important insights into the nature of realpolitik behavior, not just into the “deviant” cases on which constructivism heretofore has concentrated. I do not think the China case has necessarily resolved the debate between ideational and material explanations of realpolitik behavior. But I hope it starts one.
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Note 102: He, “Weilai Zhong Mei,” 126; He Xin, “Qianfu weiji yu qianjing yuce—dangqian Zhongguo nei wai xingshi de yanjiu baogao.” [Hidden crisis and prospective predictions—research report on the current internal and external situation] (September 25, 1989) in He, He Xin Zhengzhi jingji. Note this is similar to the rhetorical strategy of invoking Croatian fascism among Serbs: even though the probability of extermination is low, it is greater than zero, given modern history in China. Thus the effects of American strategy would be disastrous for China. This expected utility, manufactured through the invocation of historically rooted symbols, then rallies support for regime. Bates and Weingast, “A New Comparative Politics.” Back. 

Note 103: Although this has been the official journal of Institute of World Economics and Politics at the Chinese Academy of Social Sciences, in practice it has been a forum for policy-relevant scholarship on IR topics from specialists from a wide range of institutes including the military, the Foreign Ministry, and the intelligence community. Thus, it has some degree of face validity as a source of authoritative thinking about IR and China’s role in the world. The procedures were kept simple. Ten articles were randomly selected from each of seven years spanning the 1989 and 1991 divides. All references to the eleven terms, including pronouns, were counted for each article (N = 1772). The number of references to each term in each article was then averaged, giving a yearly mean. The chart represents the cumulative sum of these yearly means. The terms were clustered into roughly opposing cooperative and conflictual concept categories. The cooperative terms were: cooperation (hezuo), interdependence (xianghu yicun/yilai); international interest (guoji liyi), new world order (shijie xin zhixu); and international organizations (guji zuzhi]. The terms signifying conflict were: power politics/hegemonism (qiangquan zhengzhi/baquanzhuyi); conflict/contradictions (douzheng, maodun); sovereignty (zhuquan); independence (duli); national interest (guojialiyi); and new international order (guojixinzhixu). I thank Robert Ross for lending me his copies of the journal, and Fu Jun and Qiu Dong for doing the coding work. We were, unfortunately, unable to find complete runs for 1987, 1990, 1993 and 1994. Back. 

Note 104: In preciously few instances if one accepts in combination the very different work of Vasquez, Schweller, and Schroeder. Back. 

Note 105: Alastair Iain Johnston, “Cultural Realism and Strategy in Maoist China” in Peter Katzenstein ed., The Culture of National Security: Norms and Identity in World Politics (New York: Columbia University Press, 1996). Changing the last endnote: Back. 

 

9. Realism and Regionalism: American Power and German and Japanese Institutional Strategies During and After the Cold War 

Joseph M. Grieco 



It was suggested in the early 1990s that the end of the Cold War and the loss of a common Soviet challenge to the advanced industrial democracies might split the world political economy into three main competing blocs centered around Germany in Europe, the United States in the Americas, and Japan in East Asia.1 Since 1990 countries in many parts of the world have sought to construct or strengthen regional economic institutions.2 In Western Europe these efforts have led to robust (albeit sometimes tumultuous) regional economic institutionalization, and in the Americas there has been significant initial movement toward institutionalization of regional economic diplomacy.3 However, institutionalization of economic relations has failed to take hold in East Asia.4 The only active arrangement in the region at present—the Association of South East Asian Nations (ASEAN)—has few accomplishments to its credit.5 Most interesting from the viewpoint of the present discussion is that proposals to form an economic arrangement restricted to East Asian countries—the East Asian Economic Group (EAEG), and, later, the East Asian Economic Caucus (EAEC)—have failed so far to garner support or operational significance. At present, the only serious regional diplomatic effort aimed at economic liberalization—the Asia-Pacific Economic Cooperation forum (APEC)—is designed explicitly not to be a wholly East Asian regional entity and instead to be trans-Pacific in its m

mmmmmmmmmmmmmmmmmmmm 

 

10. Realism and Reconciliation: France, Germany, and the European Union 

Michael Loriaux 



The governments of Western Europe have engaged in the most ambitious experiment in progressive international political reform in history. That experiment would seem to fly in the face of realist theory, which invites us to conceptualize nation-states as self-interested actors pursuing self-help policies within an anarchical system, in which politics is conditioned by the competition for power. But many facets of the history of European integration do in fact conform to realist expectations. Before World War II, international politics in Western Europe was power politics. The disruptive effects of power competition were contained only by hegemonic intervention by the United States. Today, some cooperative ventures, particularly in monetary relations, are conditioned by European efforts to cushion their economies against the destabilizing effects of U.S. self-help policies designed to alter the terms of the postwar hegemonic arrangement.

But there remains an aspect of European integration that realism cannot explain: the robustness of Franco-German reconciliation and cooperation in promoting integration following reunification. According to realist theory, we should expect Germany to act more hegemonically in Europe. We would expect France and Great Britain to balance German power. But Germany resists the hegemonic temptation, France’s relationship with Germany remains close, and France’s relationship with Great Britain remains more distant. But there is a way to reconceptualize realism so that it does allow for this peculiarity, which I discuss in the conclusion.

I have adopted a different method of inquiry from that of most of the other chapters. Trained as a historian, I tend to resist the idea that history can be treated as a warehouse of data with which to test social science theories. The textual evidence underdetermines theoretical statements, particularly in modern times, for which the sheer volume of documentation is overwhelming. Moreover, historical texts are prone to divergent interpretations. The historian makes sense of the mass of evidence by weaving narratives around it, the narrative being a more supple and adaptable mental construct than nomological theory. But narratives, even though they adhere more closely to the evidence, are nevertheless subject to the same objections as nomological explanations: they are also underdetermined by the evidence, and the evidence is still susceptible to a variety of interpretations. Modern historians have become more aware of this fact, and as a result have become more willing to recognize that narratives, which provide guidance through the bewildering maze of historical evidence, appeal more or less intentionally to some normative or ideological principle or preference for guidance. History, in this conceptualization, becomes a site of debate among scholars of different normative sensibilities. That debate is refereed—but not always decided—by the archives.1
My approach to the theme of this book is informed by this observation. I seek to assess the extent to which realism, conceived as a normative sensibility, warranted (at least hypothetically) by some more or less rational understanding of how “the world works,” can credibly guide the historiography of the European Union. Or, turning the proposition around, I seek to assess the extent to which the history of the European Union can serve as a warrant for being a realist.

 

U.S. Hegemony and the Origins of the European Union
Realism helps us understand European integration because it informs two concepts, hegemony and what I call “geopolitical internationalism,” that illuminate many aspects of European and U.S.-European relations.

Power competition in Western Europe traditionally centered on control of the Rhineland, the industrial core of continental Western Europe since the end of the nineteenth century. The Rhine itself is one of the principal inland waterways of the world, linking Rotterdam, the world’s busiest seaport, with the industrial hinterland of the Ruhr, the upper Rhine, the Main, the Saar, and the Neckar. Continental Europe’s industrial heartland reaches out from Rotterdam and Antwerp to southern England, the oil fields of the North Sea, and the rest of the world. In the south, through deeply cut Alpine passes, the Rhineland economy tugs at Milan, Turin, Genoa, and Italy’s industrialized north. At the Rhineland’s hub, Western Europe’s coal and steel core extends from Lorraine to the Ruhr. The steel industry has declined, but the industrial supremacy of the Rhineland has not. From Basel to Rotterdam, from Lille to Frankfurt and Stuttgart, the geographical basin of the Rhine remains the industrial, commercial, and financial heart of the Western European economy today.

Geopolitically, the Rhineland, whose economic preeminence was already visible in late Antiquity, was among the last regions of Western Europe to be integrated into the emerging nation-state system. The Treaty of Vienna (1818) was the principal instrument of that integration. It consolidated France’s claim to Lorraine and Alsace, recognized England as the guarantor of the sovereignty and integrity of the Netherlands and Belgium (following independence) as buffer states, and installed Prussia on the banks of the middle Rhine. But the Vienna settlement antedated the industrial era and the rise of the Rhineland as an industrial powerhouse. Prussia developed the Rhineland’s economic potential and aggressively harnessed the region’s industries to its military machine. By the end of the nineteenth century the German Reich, unified under Prussian leadership, was the premier industrial power of Europe.

The defeat of Germany in 1919 and again in 1945 created the opportunity to renegotiate the partition of the Rhineland. The dominance of Rhenish industry was such that all great powers of the West had a stake in the settlement. The French had wanted to keep the Rhineland away from the Prussians, the British then wanted to keep it away from the French, and now the Americans wanted to keep it away from the Russians. This competition for control of the Rhineland generated a discernible parallelism in the diplomatic histories of the two postwar periods. The first phase of those histories was dominated by French efforts to detach the Rhineland from Germany and make it a sovereign state, subject to French influence. British and American resistance caused that plan to collapse. Subsequently, the French adopted a strategy that one might call “geopolitical cartelism.” They sought to create, in collaboration with the Germans and without the Americans, some more or less exclusivist and mercantilist arrangement with Germany such that their claims on the industrial wealth of the Rhineland would be given some satisfaction, and German sovereignty over the Ruhr constrained. Those efforts were little more than embryonic in 1923. Representatives of the French steel industry met with their German counterparts, with the authorization of the French Foreign Ministry, to explore solutions to the reparations problem that might prove beneficial to both parties. They agreed on a plan that involved the transfer of a number of mines to French ownership, a long-term contract guaranteeing the delivery of German coke to French mills, and a second long-term contract whereby German mills would agree to buy a part of the semi-finished goods produced by French industry. English and American opposition put an end to these efforts.

But after World War II, the United States supported French efforts to enter into this kind of mercantilistic relationship with Germany. The United States wanted to reunify the three western zones of occupied Germany to implement its strategy of containment of the Soviet Union. The French resisted. Neither concessions nor Marshall aid swayed them. No compromise was in sight as late as March 1949 when European foreign ministers prepared to meet in Washington to lay the groundwork for the North Atlantic Treaty Organization (NATO). In this context, Secretary of State Dean Acheson appealed to French Foreign Minister Robert Schuman: “I believe that our policy in Germany, and the development of a German Government which can take its place in Western Europe, depends on the assumption by your country of leadership in Europe on these problems.”2
The French seized that offer, and achieved what has since been recognized as the single most decisive step in the creation of the European Union. They proposed the establishment of a European Coal and Steel Community that placed the entire French and German outputs of coal and steel under a single European High Authority, and created a common, cartelized market for coal and steel products. The French accepted West German reunification in exchange for secure access to the resources of the Ruhr, multilateral control over the allocation of the industrial wealth of Europe’s steel-producing core, and secure European markets for French steel-producing firms. The success of the Monnet Plan of Economic Reconstruction and Modernization was predicated on this diplomatic success.

In the beginning, European integration was hegemonically mediated. Working under hegemonic constraint-cum-sponsorship, France pursued its strategy of geopolitical cartelism in a way that is perfectly compatible with realist expectations. Germany responded by deploying a more inclusive policy of “geopolitical internationalism,” which is no less compatible with realist expectations. The Germans showed generally strong support for multilateralism, but only because those arrangements provided the most expeditious way to regain equality of status with the victorious powers and curry Western support for territorial reunification. France, however, continued to work to institutionalize its cartel relationship with Germany and to construct a viable European rival to the Atlantic alliance, because this was the most expeditious way to maximize control over the way Germany used its resources. In pursuit of that strategy, de Gaulle, who returned to power in 1958, gave strong support to West German claims on East Germany, and, in the first years of his presidency, adopted a decidedly anti-Soviet foreign policy. De Gaulle and German Chancellor Konrad Adenauer signed the Franco-German Treaty of Reconciliation in January 1963, just as de Gaulle vetoed Great Britain’s entry into the Common Market and rejected American proposals to participate in the Multilateral Nuclear Force. But de Gaulle’s ambitions collapsed at the point of success. The German Bundestag refused to abandon the strategy of geopolitical internationalism in favor of this cartel relationship with France. It voted unanimously to append a preamble to the treaty that emphasized the importance of “entente between the free peoples—with a particularly close cooperation between Europe and the United States,” and added a pointed reference to Great Britain’s exclusion from the Common Market.3 Adenauer retired soon thereafter and the government of Germany passed to the more liberal and pro-American Ludwig Erhard.

France’s strategy of geopolitical cartelism ultimately failed. France reacted to this failure by adopting a unilateralist, even exploitative orientation in foreign policy. Through brinkmanship in the Common Market, de Gaulle forced passage of the Common Agricultural Policy (which essentially required Germany to subsidize French agriculture), and the formal recognition of the “unit-veto” in Common Market affairs. During this same period, France withdrew its forces from the integrated NATO command structure and adopted a more sympathetic policy toward the Soviet Union.

 

Diplomatic Failure and French Internationalism
After having failed to draw Germany into a tightly construed cartel relationship, French policy eventually turned decisively cooperative and more inclusively internationalist, both in the 1920s and the 1970s. In both cases, the turnabout in policy had the same cause: diplomatic failure compounded by financial weakness. In 1923, the occupation of the Ruhr by the French provoked British and American opposition. The House of Morgan and the governor of the Bank of England made it clear to the French that they “could not advance sizable loans to Germany [needed for reparations payments] unless unilateral sanctions were banned.”4 The French, financially strapped and in the grip of currency crisis, began to withdraw from the Ruhr in 1925. In the interwar period, as in the post-World War II period, U.S. involvement in European politics generated new international institutions. The Bank for International Settlements (BIS), established as executor of the Young Plan in 1929, is the dean of contemporary international organizations, and is set symbolically in Basel on the banks of the Rhine, where it materializes the link between the competition for control of the Rhineland and the development of institutions of economic cooperation in Europe.

The French welcomed involvement by American financiers, given the free fall of the franc on currency markets and the budget deficits that the occupation of the Ruhr had spawned. The Germans, meanwhile, persisted in their strategy of geopolitical internationalism. They had been seeking to enlist American involvement since 1921. In 1924, the Auswärtiges Amt expressed the hope that “the United States could somehow be persuaded to invest large sums of idle and unproductive money in German industry. Not only would Germany’s capitalistic system benefit, but its economic recovery and the revision of the Versailles treaty would almost certainly be accelerated.”5
Having relinquished all unilateral or cartelistic claims on the Rhineland, the French now invested in efforts to internationalize it, that is, to contribute to the success of multilateral agreements and institutions that placed constraints on Germany’s sovereign power to exploit the wealth of the Ruhr. In other words, the French themselves embraced geopolitical internationalism. But whereas the Germans adopted geopolitical internationalism in order to gain equality of status with the other great powers, the French adopted it in order to institutionalize and confirm international constraints on German sovereignty. The French now looked to the League of Nations and the United States to secure respect of those articles of the Treaty of Versailles that regulated German activity in military matters, and secured the partial transfer of German wealth to the allies through reparations. In 1925, France agreed to admit Germany to the League; in 1927, France and the United States acted together to win adherents to the Kellogg-Briand pact, one of the foremost expressions of the liberal reformism of the period, and when Germany and Austria entered into a trade alliance, the French suggested that the plan be extended to all European countries.6
In similar fashion, French diplomacy turned more aggressively supportive of integrationist institutions after 1969. Pompidou, who succeeded de Gaulle as president of France, could not sustain the unilateralist thrust of Gaullist policy. Hostility toward Germany left France isolated in Europe. The French responded, as in 1924, by embracing and even championing the cause of internationalism. Pompidou approved Great Britain’s entry into the Common Market. He supported the project for Economic and Monetary Union as a means to back France out of the diplomatic cul-de-sac in which de Gaulle had left it.

It is true that the monetary crisis of 1969–1973 delayed implementation of the plan as a bitter feud erupted between France and Germany regarding Europe’s response to the pending breakdown of the Bretton Woods system of fixed exchange rates. But the French altered the general orientation of their monetary policy in 1974 under the leadership of the new president, Valéry Giscard-d’Estaing, and adopted a strong franc policy (for reasons analyzed in greater detail below). France and Germany resolved their monetary differences, solidified their relationship, and assumed joint leadership within the European Community. France and Germany led the campaign to create the European Monetary System in 1978, to admit Greece to the European Union in 1981 and Spain and Portugal in 1986, to abolish custom controls at the frontier (the Schengen agreements of 1985 signed with Benelux and Spain), to revise the Treaty of Rome and promulgate the Single European Act in 1986, to establish a plan for Economic and Monetary Union in 1989, to endorse the principle of political union in 1990, to create the Eurocorps in 1991, to reform the Common Agricultural Policy in 1992, and to admit Austria, Finland, Sweden, and Norway in 1994.7
 

Change in the Hegemonic Order and European Economic Cooperation
France and Germany adopted strategies of geopolitical internationalism in response to pressures and incentives created by American actions. But, as the preceding litany of achievements makes plain, French and German internationalism endures, even though the hegemonic order that spawned it is being gradually dismantled. Enduring Franco-German internationalism and leadership in Europe now constitute, at least in part, a response to American efforts to “alter the terms” of its hegemonic relationship with its allies, efforts informed by American perceptions of decline relative to the rising economies of Europe and especially East Asia.

Monetary integration provides an illustration. The post-World War II hegemonic order was composed of institutions and arrangements that gave states the means to manage and direct capital in a way that preserved political stability within the framework of an open international economic order and export-led growth.8 States were empowered to direct capital to accomplish political tasks: neutralize political opposition through subsidies and clientelism, nurture the development of an indigenous industrial and financial elite, and develop a strong industrial base that facilitated participation in an open trade order and contributed to the military strength of the alliance.

France and Germany took advantage of these hegemonic arrangements in different ways. France entered into a thirty-year partnership with inflation. Although inflation did not always manifest itself in consumer price increases, money supply growth was always rapid, even in times of apparent price stability, as, for example, during the post-Korean War recession. Price inflation at other times was held in check by administrative controls. Despite periods of price stability, rapid growth in the monetary base, due to credit expansion, generated endemic inflationary pressures in France that dominated economic policymaking for much of the post-World War II period. To contain and channel those pressures to productive use, successive governments patched together a complex system linking banks to public finance agencies to semi-public lenders to post office checking accounts, all attached to and directed by the Treasury, “the sanctuary inside the temple of the Ministry of Finance, the economic apex.”9 Through this system, the French irrigated the economy with inflationary money in a more or less controlled fashion. Elsewhere, I describe the development of an “overdraft economy” in which economic activity, rather than being regulated and directed by market forces, was driven by the growing dependence of industry on credit accounts managed by lending institutions under direct or indirect state control. The state was typically reluctant to impose rigorous standards, fearing the economic and political repercussions of doing so. The overdraft economy thus became a source of “soft constraints,” as described by Janos Kornai in his study of the former socialist regimes of Eastern Europe.10
The institutional constraints of the overdraft economy generally succeeded in containing inflationary pressures. But the dikes gave way on more than one occasion. When the French overdraft economy spun out of control, as it did in 1948, 1954, 1957, 1969, 1975, and 1981, the only tool the French could wield effectively was that of external adjustment—devaluation of the franc (or, as in 1954, manipulation of trade restrictions in a way that mimicked the effect of a devaluation). In other words, France’s overdraft economy was viable because the international monetary order, structured by a hegemonic United States, made it possible for France to achieve adjustment with the help of (and at the expense of) the international community.

Germany responded differently to the opportunities created by the hegemonic order in international monetary relations. In Germany, economic growth was accorded the highest priority as the means to solve a number of difficult political issues.11 But Germany’s international situation all but ruled out French-style interventionism, while institutional decentralization under the federal constitution—itself the legacy of occupation—complicated state intervention even in the form of Keynesian demand management.12 The government therefore spurred growth by promoting exports, and promoted exports by pegging the Deutschmark to an external parity that was undervalued relative to the dollar.13 The strategy would never have worked had not Bretton Woods conferred on central banks a monopoly on operations on the currency market. Absent that monopoly, the Deutschmark would have been bid up by traders long before 1971.14
But in the mid-1960s, the United States began to neglect and finally abandon its hegemonic commitments in monetary relations. It started to indulge in inflationary policy itself under the dual pressure of war in Vietnam and domestic social unrest. American policy aggravated inflationary pressures and monetary instability world-wide. American policy had begun to turn predatory.15 The United States could indulge in inflation, yet ignore the potential trade and monetary effects of inflation, at least for a time, because the American currency was the principal medium of international trade. Germany reacted to imported inflationary pressures by imposing a rigorous stabilization plan in 1966. As the international monetary system grew more unstable, America’s allies called for the devaluation of the dollar. Unwilling to revalue the Soviet Union’s gold stock by devaluing the dollar, and increasingly intolerant of the asymmetric trade and monetary arrangements that characterized the hegemonic order, the United States refused to devalue and insisted that other countries revalue. As the crisis worsened, Germany suspended the mark’s fixed parity in May 1971, letting it float upwards as the market dictated. But the French refused that course. They were vehemently critical of American policy. Having devalued in August 1969, they naturally rejected revaluation in 1971. They tried to forge a common European front against American demands that currencies be revised upward, but met with opposition from the Germans, who had coopted floating rates into their war on inflation.16
The final collapse of the fixed rate system in 1973, however, altered French monetary interests, and initiated a complete turnabout in policy. Floating rates gave rise to the threat of destabilizing spirals of inflation and currency depreciation, notably in the trade-dependent economies of Western Europe.17 Floating rates, despite the predictions of economic theory, made the defense of the currency more necessary than before. France opted for a hard currency in 1974, but the overdraft economy’s soft constraints on firms rendered ineffective the anti-inflationary policy needed to support a strong currency. Toothless when implemented with sensitivity to the fragile financial position of French firms, it was devastating when given more bite. Without hegemonic validation, the French overdraft economy was not viable. Persistant currency weakness ended in the near-collapse of the French overdraft economy in the early 1980s. The government, under Socialist direction, effected a dramatic policy U-turn and implemented a series of deep liberalizing reforms designed to give the French economy the means to deploy a strong currency policy.

Monetary cooperation with Germany became essential both to France’s efforts to stabilize the franc and to reform the structures of its political economy. Those efforts help explain France’s current interest in the single currency. Although a system of fixed exchange rates among European currencies would go far toward addressing the problems that floating rates create for open economies, the system would still leave France paying a “risk premium” levied on domestic interest rates for past sins. The single currency would equalize interest rates across member countries (though not across all individual borrowers) and render national economies invulnerable against speculative movements into the mark (which would cease to exist).18 Inversely, countries that are not in the midst of reforming the structures and mores of their political economy—notably Great Britain—tend not to share France’s concerns, and thus attach importance to the defense of monetary sovereignty.

German interest in monetary integration fluctuates. The French approached the Germans as early as 1974 with a plan to reform the European currency float in a way that facilitated participation by weak-currency countries. The Germans rebuffed the French proposal, complaining that it asked them in effect to absorb French inflation. That complaint has informed Germany’s attitude toward monetary integration on many occasions. Their attitude alters, however, when a drop in the dollar sends speculative money into the mark, bidding it up to values that threaten export markets. At such times, Germany shows greater interest in European monetary integration. It is in such circumstances that Germany agreed with France in 1978 to create the European Monetary System (which bore a close resemblance to the French plan of 1974). But at the time of this writing, the dollar is high, and the Germans are displaying muted approval of the single currency.

Turning from monetary integration to commercial and financial deregulation, we find in other cooperative actions similar efforts to shelter national economies against the stress generated by the dismantling of the hegemonic order. Following the New Economic Policy (NEP) of Richard Nixon and the attendant scuttling of Bretton Woods, the second major shock that the United States unleashed on the world economy was “Reaganomics.” Like the NEP, Reaganomics was a reaction to the perception that America was declining as a hegemonic power. It was designed to reanimate the American economy through supply side economics and fiscal stimulus, while generating the funds needed to upgrade the U.S. military, particularly the navy, by stimulating economic growth. But because taxes were cut at a time when the Federal Reserve Board was clamping down on inflation, Reaganomics created a sizable budget deficit that “the Fed” refused to monetize. International capital was siphoned into American Treasury bills by high interest rates. Investors bid the dollar up to record levels as they exchanged foreign currencies to buy U.S. bonds. Europeans responded by deregulating their capital markets in order to compete more effectively for capital’s favors. The London Stock Exchange submitted to the “Big Bang” of liberalizing reform, while France, under a Socialist government, introduced the last word in capitalism: a financial futures market on the Chicago model.19
Deregulation, which occurred on a global scale, endowed capital with a measure of “structural power” that it had lacked during the half century that it was constrained by the rules of the hegemonic order. In this new financial environment, Europeans had to devise ways to make European firms more competitive. Because of financial globalization, a firm’s survival depends more and more on the size of its capital base and its ability to realize economies of scale and invest in research and development. Larger firms require larger markets, and the path to larger markets in Europe passes through EU trade liberalization and deregulation.20 The single European act, along with other measures, launched the Europeans on the Herculean task of revising and harmonizing their national regulatory codes regarding production and trade.

 

Change in the Hegemonic Order and European Military Cooperation
Geopolitical internationalism and the gradual dismantling of the post-World War II hegemonic order also help explain European security initiatives. In the early 1960s, French geopolitical cartelism informed efforts to improve France’s security relationship with Germany, just as it informed France’s interest in building the Common Market. That effort culminated in the Franco-German pledge to develop a “common conception” of defense, inscribed in the Treaty of 1963. But the Bundestag’s adjunction of the pro-Anglo-Saxon preamble led to a period of French unilateralism in security affairs, as in economic affairs, that lasted from about 1965 to about 1975. During that period, France withdrew from NATO’s integrated command structure and organized its national defense around its nuclear force de frappe, one element of which was the deployment of tactical missiles whose range, at 80 miles, presupposed the existence of targets in Germany. De Gaulle also worked to position France as a mediator between East and West, and thus provide Germany with a supplementary demonstration of just how indispensable France was to the achievement of German security interests.

But American and German rapprochement with East bloc countries in the late 1960s and early 1970s caused that strategy to collapse. The French had alienated their allies, but now lost, too, the hope of being the principal mediator between East and West. France faced possible isolation. In security as in economic relations, France abandoned unilateralism and embraced the strategy of geopolitical internationalism.

The missile crises of the late 1970s and early 1980s and suspicions of German “Finlandization” reinforced French fears of isolation by raising the specter of German unilateralism. The Pax Americana had been predicated on German diplomatic and military semi-sovereignty, which the Germans accepted in return for America’s and NATO’s commitment to their security and eventual reunification. The bargain had flaws, since NATO’s policy of graduated response, designed to make nuclear deterrence credible, seemed to designate the German homeland as the future battleground in a nuclear war between the super-powers. The installation of new weapons technologies in the late 1970s and early 1980s revived fears and dissatisfaction with the terms of that bargain. Official reluctance and popular opposition to the new weapons raised fears in France that Germany might denounce the bargain and reclaim full diplomatic and military sovereignty. France responded by showing solicitude for Germany’s security concerns, moving toward a more forward defense posture that included Germany in its defense perimeter, and deemphasizing deterrence. Fear of German unilateralism prompted Mitterrand to speak in defense of the installation of Pershing missiles before the German Bundestag in 1982. French efforts were rewarded by an agreement to regularize meetings between the French and German ministries of defense. In 1987, Germany proposed the formation of a mixed Franco-German military brigade. In the beginning, the brigade only symbolized Franco-German cooperation, but by 1992, under the impetus of Franco-German efforts to forge political union, it turned into a division of 35,000 troops, in which other EU countries were invited to participate.21
The collapse of the Cold War’s bipolar international structure forced the wholesale reexamination of the national defense requirements and regional security arrangements that constituted the hegemonic order in security affairs. The disintegration of the Soviet Union rendered all but useless the mass conscript armies and armaments that were designed to resist a large scale Warsaw Pact invasion. Both France and Germany substantially cut military expenditures and decreased the size of their militaries. France, at this writing, has embarked on a radical reconfiguration of its military forces and the defense industries that support them. President Jacques Chirac argued that France should have the capacity to mobilize and rapidly project abroad a force of about 50,000–60,000 troops. He complained that France could now project a force of only about 10,000 troops effectively, far fewer than Great Britain. In both the Gulf War and Yugoslavia, the French found it difficult to maneuver effectively and independently. The British, who moved to a professional army many years ago, were much better able to acquit themselves of the tasks required in these two operations. Chirac has advocated reforms that will reduce the size of the armed forces from 500,000 to 350,000 by 2002.22 He has scuttled mass conscription altogether, and experts in his entourage claim that the long-term goal is an army of 130,000 troops. Similarly, the French have begun to restructure their arms industry. The powerful military aviation firm Dassault has been forced to merge with Aérospatiale. Other restructurings are being examined in order to preserve France’s once flourishing arms industry, which has suffered from its inability to adapt quickly to the lessons of the Gulf War.23
The German Bundestag has also been debating the future of its conscript army. Germany committed 4.9 percent of gross domestic product to defense in 1963. That figure remained near 4 percent throughout the 1970s and 1980s, but has now sunk to 2 percent. The size of the German army has fallen precipitously from 500,000 at the time of the fall of the Berlin Wall to 340,000 at this writing, which is 30,000 fewer than the number allowed by the “2 + 4” agreements on reunification. Following the move to a professional army in the United States, Canada, Great Britain, and the Benelux countries in the 1970s, Germany debated a similar move. But Germany’s front-line position in the Cold War argued against such a move. Today, the advocates of an all-volunteer army foresee a force of 250,000 or even as few as 200,000 troops. Critics of the idea maintain that Germany’s key geopolitical position between the “stable” democracies of Western Europe and the “unstable” democracies of Eastern Europe still requires a mass “republican” military based on conscription.24 But German youths themselves are unsympathetic to conscription—fully one-third of German conscripts declare themselves conscientious objectors and opt for civilian service.25
The Soviet collapse has also forced Germany and its allies to reexamine the issue of multilateral security arrangements. Germany’s support for internationalist institutions in the past was motivated in no small part by the desire to win international support for territorial reunification and readmission to the community of great powers. But Germany remains internationalist, even though it has achieved the goals that internationalism was designed to achieve. Its enduring internationalism derives in part from its continued dependence on the United States, the principal military power of the Atlantic Alliance, for the resolution of new challenges arising from the collapse of the Soviet empire. But it is not certain that military dependence will continue to breed an attitude of diplomatic deference. Because geography exposes Germany to the repercussions of political instability in Eastern Europe, Germany has supported Eastern European demands to join NATO (and the EU). Inversely, and for the same reason, Germany is more sensitive than the United States to the risk of alienating Russia. U.S.-Russian discord, fomented by a measure of American arrogance, conflictual interests in the exploitation of energy resources in the former Soviet republics, and the threat of Islamic fundamentalism along Russia’s southern flank, has tempted Germany to assume greater independence in foreign policy.26
Feeding that temptation is the fact that, whatever Germany’s degree of dependence on America’s security umbrella, the Cold War security “bargain” with NATO is no longer meaningful in the post-Cold War world. During the Cold War, Germany was not invited to engage in interventions “out of area,” that is, beyond the frontiers of the defensive NATO alliance. But since the collapse of the Soviet Union, NATO itself has begun to operate “out of area,” thus forcing the Germans to reconceptualize their obligations. The UN-sponsored intervention in Somalia, given its humanitarian nature, had already disoriented those who, on the anti-militarist left, opposed enlarging Germany’s military role. Germany provided noncombatant troops to the mission in Somalia, but only after acrimonious debate. The NATO intervention in Yugoslavia was even more difficult for the Germans because they bore some responsibility for the crisis. It took a decision by the German Federal Constitutional Court in July 1994 to determine that the deployment of German troops “out of area” in conjuction with a collective security organization did not violate the federal constitution.27 Germany sent 14 Tornado jets to support the rapid reaction force of British, French, and Dutch troops in Bosnia, and on September 1, 1995, German warplanes engaged in their first combat mission since World War II. But it is of at least symbolic importance that they did not fire a shot on that mission. In application of the Dayton accords 4,000 German troops joined the 10,000 French troops, 13,000 British troops, and 20,000 American troops in policing the Bosnian peace. Growing responsibilities in international security affairs have begun to translate into greater diplomatic activity and independence.

As Germany has been wrestling with the diplomatic and military ramifications of reunification and the end of the Cold War, France has been trying to tie Germany down institutionally to Europe, even at the expense of its own independence. The Bosnian debacle illustrates this orientation. Germany, for a host of reasons, showed great sympathy with demands for Slovenian and Croatian independence. The French and the Americans were less sympathetic, fearing the destabilizing effects of Yugoslavia’s disintegration. The French in particular feared that the multiplication of what Mitterrand referred to as the “tribes” of Eastern Europe would tempt or perhaps even compel Germany to increase its diplomatic and military role in the region, leading to the reconstitution of a “Mitteleuropa” that would reinforce Germany’s hegemonic weight in Europe and turn its priorities eastward.28
Franco-German differences over Yugoslavia became acrimonious during the summer of 1991. But in the end, Germany, as a matter of principle, placed European solidarity ahead of its desire to recognize Slovenian and Croatian independence, while the French conceded to the negotiated dismantlement of the Yugoslav federation under European Union auspices. The European-sponsored negotiations, presided over by Britain’s Lord Carrington, took place as Bosnian Serbs pressed their territorial claims by arms. But the German government, goaded by outrage in German public opinion, showered strong criticism on the Carrington negotiations. When European foreign ministers met to discuss the Maastricht treaty on December 16, 1991, the German delegation compelled the European Union to recognize the two breakaway republics, threatening unilateral recognition if Europe did not act in concert. Although Germany succeeded in forcing through a botched and vague “conditional recognition” of independence by the Europeans, its strongarm tactics made a bad impression and prevented the Europeans from making greater progress on the issue of political union. Germany found itself isolated in Europe as a result of its first autonomous act of diplomacy since World War II. Its isolation was compounded by persistent complaints of German monetary hegemony, provoked by the Bundesbank’s refusal to ease upward pressure on interest rates in the wake of reunification.

The Bosnian crisis ended in fiasco. But the fiasco had the effect of strengthening rather than weakening European unity. The embarrassment caused by European disunity in the crisis, and French and European nervousness before the prospect of German unilateralism, rekindled European efforts to strengthen the Union. That integrationist reflex was reinforced by U.S. arrogance. As the German Defense Minister Volker Rühe observed, the French decision in May 1995 to send Rapid Intervention forces to Bosnia to support troops operating under UN command, along with NATO air strikes and the successful Croatian military operation, played an important role in bringing the warring parties to the negotiating table.29 But the Europeans were practically excluded from the Dayton negotiations. European members of the Contact Group had to remonstrate before being allowed to see and approve documents that were being submitted to the negotiating parties. Their ire was such that they walked out of the press conference that followed the conclusion of the accords.30 The crisis and the humiliation prompted the creation of a study group to find ways to improve the capacity of the European Union to define and defend a common foreign policy, perhaps by creating a post of “EU Foreign Minister” to coordinate a common security and foreign policy.31
But the specter of German unilateralism and hegemony in Europe stirred the French to tighten their relationship with NATO as well. It is no coincidence that three weeks following Germany’s first combat mission in Bosnia, NATO aircraft stationed in Germany joined French air units in the first NATO exercise to be staged in France since Paris withdrew from the integrated military command in 1966. France joined action to symbol by declaring in February 1996, that it intended to collaborate more actively with NATO’s integrated command structure. In a sparsely attended address to the joint houses of the U.S. Congress, Chirac maintained that the United States’ military presence was still essential to the security of Europe. But he called for a reform of NATO that would “enable the European allies to assume fully their responsibilities, with the support of NATO facilities, wherever the United States does not wish to engage its ground forces.”32 Dissensions between France and the United States regarding the devolution of responsibilities, however, has prevented France, as of this writing, from rejoining the integrated command structure.

 

The Limits of Realism: The Special Franco-German Relationship
Because it informs the concepts of hegemony and Franco-German geopolitical internationalism, realism helps make sense of the history of European integration. It explains the origins of European integration, and it sheds light on initiatives in economics and security that Europeans have deployed in response to the gradual unraveling of the hegemonic order. But realism fails to clarify a key aspect of that history: the enduring strength of the Franco-German relationship. Post-reunification Germany, the most populous country in Europe after Russia (80 million inhabitants to France’s 55 million), produces 35 percent of the gross domestic product of the European Union, and is the premier exporting economy in the world, ahead of the United States and Japan (France is fourth). Germany is potentially hegemonic within the European Union. Moreover, it has gained all that it sought to gain from its strategy of geopolitical internationalism. But Germany has so far shown no interest in assuming the mantle of regional hegemon. It continues to value close cooperation with France, even at the expense of what many perceive to be its national interests. For its part, France has never succumbed to the temptation to balance German power in Europe by allying itself more closely with, say, Great Britain.

This does not mean that the French are unconcerned by the prospect of German hegemony in Europe. Such fears were very apparent in the months preceding German reunification. Moreover, the Bundesbank’s unwillingness to take the interests of Germany’s neighbors into account as German interest rates climbed in response to budget deficits spawned by reunification contributed significantly to opposition to the Maastricht agreements in France. Pierre Chevènement, a leftist critic of Maastricht, complained that Europe had become a “financial Holy Roman Empire.” Germany “with its demographic, industrial, and financial power, ‘geocentric’ within the continent and primary beneficiary of the enlargement of the European Community,” was falling prey to the temptation to use European integration to “extend itself” through the creation of “a second mark,” the imposition of free trade, and through the creation of dependent relations with Eastern Europe.33 But French diplomacy in the 1980s and early 1990s continued to show a distinct preference for good relations with Germany before any other country, including Great Britain. Indeed, Great Britain was the odd-man-out in the European Union. When political and monetary union met with strong opposition from Britain’s Conservative government, France worked closely with Germany to isolate Britain in Europe.

It is true that, at times, the French seemed poised to shift their attention to Britain, particularly during the period of reunification, during the Bosnian conflict, and during the international flap over French nuclear testing. In the first case, the collapse of the Soviet empire and the fall of the Berlin Wall on November 9, 1989 inaugurated a period of diplomatic forcing by a Germany that was intent on seizing the opportunity to win recognition of its territorial claims and its equality of status within the community of great powers. Germany abandoned the more cautious internationalism of the previous decade and, while generally not acting without consulting its allies, nevertheless took actions that placed those allies before a fait accompli. On November 28, Kohl proposed his ten-point plan for reunification without giving the French advanced notification.34 The principle of reunification was contested by no one, and was approved by the European Council on December 9. But the timetable was judged precipitous, particularly by France and Great Britain.35 Both France and Great Britain wanted to submit the issue of reunification to the attention of the Conference on Security and Cooperation in Europe (CSCE).

During the months following the collapse of the Wall, French policy was marked by verbal support for German reunification. That support was qualified only by insistence on the principle of respect for existing frontiers, particularly the Oder-Neisse. But France also indulged in realpolitik maneuvering to slow reunification and gain some control over it.36 As early as November 10, Mitterrand announced his intention to visit East Germany and other Eastern European countries, adding that “reunification was not the only future modality of relations between the German states, between the German entities that represent the German people.” When Germany acted without consultation to extend the benefits of the Schengen agreements (on free passage of goods and peoples among France, Germany, and Benelux) to East Germans, France withdrew from the arrangement temporarily to signify its opposition to the presumption that treaties with West Germany somehow applied automatically to East Germany.37
The British reaction to the prospect of German reunification was, if anything, more skeptical and hesitant than the French one. Mitterrand and Thatcher met on several occasions in the months following the collapse of the Wall. At the European Council summit of December 8 and 9, 1989, Mitterrand and Thatcher held private conversations, during which, according to Thatcher, Mitterrand observed that “at moments of great danger in the past France had always established special relations with Britain and he felt that such a time had come again.” Thatcher concurred: “If there was any hope now of stopping or slowing down reunification it would only come from an Anglo-French initiative.”38 Despite their shared misgivings regarding German unification, and despite their shared desire to involve the CSCE, Mitterrand and Thatcher were unable to agree on a common policy. The stumbling block was the European Union, toward which Mitterrand was already looking to blunt the impact of German reunification on the balance of power and influence in Europe. He proposed that the EU proceed with the implementation of the Single European Act, agree on economic and monetary union, and draw up a European social charter.

When Mitterrand and Thatcher met again in January, the French were still complaining bitterly of being consulted by the Germans only after the fact. But Mitterrand again refused the idea of closer cooperation with Thatcher to delay reunification. Thatcher writes: “Essentially, he had a choice between moving ahead faster towards a federal Europe in order to tie down the German giant or to [defend] French sovereignty and the striking up of alliances to secure French interests.” In Thatcher’s mind, “he made the wrong decision.”39 But Mitterrand was equally critical of Thatcher, who, he believed, was unrealistic in her opposition to German reunification. “Only the full participation of Germany in this [European] construction makes it possible to look with serenity on the inevitable reunification of the two Germanies.”40 Mitterrand’s sentiments were shared unambiguously—for reasons we will explore below—by Helmut Kohl: “Germany’s house—our common house—can only be constructed under a European roof. This must be the objective of our policy.”41
Kohl’s aggressive stance on German reunification gave his Christian Democratic Union (CDU) victory in the East German elections of March 18, 1990. On the 18th of May, the two CDU governments of West and East Germany signed a treaty of economic, monetary, and social union, a prelude to rapid and complete reunification. On July 16, the United States and the Soviet Union announced their agreement on the modalities of reunification. Mikhail Gorbachev acquiesced in the reunified Germany’s membership in NATO in exchange for limits on the size of its army (370,000 troops), its renunciation of nuclear, chemical, and biological weapons, and the payment by Germany of a substantial indemnity. By that time, France and Germany had already settled their differences and turned their energies to the further development of the EU. They had issued a joint communiqué on March 13 stating their intention to work together toward European political union, and confirmed the “fundamental role of the Franco-German relationship in the context of the current evolution in Europe” and the need to intensify contacts at all levels. Franco-German initiatives were again setting the agenda at European Council meetings. On April 18, a joint letter by Mitterrand and Kohl placed the discussion of German reunification, political union, and monetary union by 1993 on the agenda of the Council meeting of April 28. The French also informed the United States of their strong desire that the American military presence in Europe be maintained, and began reexamining their relationship with NATO. The Franco-German summit that preceded that meeting marked the renewal of close bilateral relations, and in May, the French took an unusually active role in the effort to redefine the future role of NATO. The temptation to play the “English card” was a dim memory.

On April 19, 1990, Mitterrand and Kohl called for an intergovernmental conference on political union to examine the adoption of qualified majority rule in ministerial councils and the definition of a common European foreign and security policy. The European Council, composed of EC heads of state, debated the joint proposal ten days later and again in June, and agreed to convene a conference to draw up a plan for political union by the end of 1992. To give impetus to the negotiations, Kohl and Mitterrand penned a joint letter to the European heads of state on December 6, 1990, which laid out in greater detail their common conception of political union. In this letter, they again called for, among other things, the adoption of qualified majority rule in community affairs, and “a veritable common security policy that would lead in the future to a common defense policy.”42 In February 1991, France and Germany proposed again that the Europeans commit themselves to the development of a common defense, and that, in the interim, the Western European Union be considered the military arm of the European Community.43 Kohl and Mitterrand addressed their colleagues on the topic of common defense again in October, and announced the enlargment of the joint Franco-German military units, which would become the kernel of a future European military corps.

Franco-British relations warmed again in 1995 following the election of the less determinedly Europeanist Jacques Chirac to the French presidency. Relations between the two governments had already been strengthened by close military cooperation in Bosnia, and shared exasperation with German diplomacy in that unstable region. Great Britain’s tacit approval of French nuclear tests in the Pacific (despite a general outcry in the Commonwealth countries), combined with Germany’s muted disapproval and the European Commission’s rather clumsy efforts to exercise its oversight prerogatives (in application of the Euratom Treaty of 1957), was another sign of possible realignment within the EU power structure.44
But nothing came of it. At the Franco-German summit of December 7, 1995, Kohl and Chirac reaffirmed their commitment to Maastricht and European Union and, in a pointed reference to Britain, warned that they would not tolerate unilateral vetoes of further integration efforts. At the same summit, they reaffirmed their commitment to qualified majority voting, anathema to de Gaulle, but not to the Gaullist Chirac; they proposed to study voting weighted according to population; and they announced the joint development of a new reconnaissance satellite, to the chagrin of the United States which had been seeking to enter into partnership with Germany in this endeavor.45 Pierre Séguin, like Chirac, dropped his opposition to Maastricht and called upon like-minded critics to drop their short-sighted opposition to monetary union and to engage in a constructive examination of the ways in which the European Union could formulate a response to the challenge of economic globalization.46
Just as France has not sought to balance German power by moving closer to Britain, France has not displayed any particular concern over Germany’s rapidly expanding economic power and political and cultural influence in Eastern Europe. In contrast to the interwar period, when French geopolitical internationalism was complemented by the active construction of countervailing military alliances with the countries of Eastern Europe, as well as by efforts to forge such alliances with Great Britain and Fascist Italy, French diplomacy in recent years has shown little interest in this endeavor.47
 

Realism, Skepticism, and the Need for Norms of Prudent Conduct
We asked at the outset if realism could inform a narrative reconstruction of postwar European integration. We saw that it succeeds quite well, to the extent that it informs the two conceptual vehicles that help structure that narrative, European geopolitical internationalism and American hegemony. Realism fails, however, when we try to make sense of the survival and reinforcement of Franco-German mutual preference as the U.S. hegemonic order comes undone, particularly since the end of the Cold War. Realism would lead us to expect greater German self-sufficiency, and greater French energy in developing countervailing alliances. Geopolitical internationalism fails in both cases. Germany no longer has any use for that strategy, and France has shown little if any interest in closer countervailing alliances with Great Britain and other countries, even within the framework of existing international institutions.

The notion of “structural liberalism,” developed here by Daniel Deudney and John Ikenberry, might provide an attractive alternative explanation. Although Europeans would bristle at the idea that American hegemony is a “penetrated hegemony,” as Deudney and Ikenberry maintain, we nonetheless have no difficulty recognizing “security binding” in the European alliance, the enduring and self-imposed semi-sovereign status of the region’s most potentially powerful state, and structural openness. Nor is it inexact to speak of a common civic identity, though that identity is currently contested by an appreciable groundswell of nationalist populism.

But there is no need to abandon realism, since there is a way to amend realism so that it becomes more relevant to an understanding of France’s and Germany’s enduring special relationship and joint leadership of the European Union.48 It involves going back to the classical sources of realist thought, beyond even the reconstruction provided here by Randall Schweller, to the recovery of one of the central themes of the classical realist tradition: its skepticism. R. B. J. Walker disputes the claim that there is such a thing as a “realist tradition,” calling it a “hyperelastic label” that self-styled realists have applied to a hodgepodge of great thinkers in order to fabricate a tradition that in fact does not exist. Yet in spite of his best efforts to deny the existence of a realist tradition, Walker, in a superb exploration of the philosophical foundations of contemporary international relations thought, appends one and the same epithet—skeptical—to every great thinker that realists include in their tradition. Thus Walker writes of a “Rousseauean skepticism,” a Machiavellian challenge to “universalist pretensions,” a Weberian acquiescence “in a complex and widespread skepticism about modernity that characterised much socio-political theory and philosophy at the turn of the century.” In a more general characterization of realism, Walker writes: “Whether in terms of the Nietzschean challenge to prevailing theories of progress, or of the barbarities of a war to end all wars, the seminal sources of realism in international political theory were acutely aware that the clash between philosophies of history grounded in Enlightenment optimism and their radical rejection constituted the starting point for almost any serious discussion of politics.”49
What, then, is this skeptical component of realist thought? Realism, Robert Gilpin writes, is basically an attitude of “pessimism regarding moral progress and human possibilities.”50 But that attitude can be justified in a variety of ways. For the structuralist, anarchy impedes moral progress. For the classical realist, the “will to power” makes moral progress unattainable. For Gilpin himself, uneven growth in the international political economy and the subsequent rise to power of revisionist states perpetually sows the seeds of hegemonic war. But of all possible justifications of realist pessimism, perhaps the most unproblematic, though least well understood, is simple doubt or skepticism regarding either the will of humankind to live according to the dictates of reason or, more radically, regarding the capacity of reason itself to identify a “best way” to live or to organize society. One finds skepticism regarding the human will in Augustine, Rousseau, and Reinhold Niebuhr.51 One finds the more radical skepticism regarding the capacity of reason itself to identify a path toward the good in Thucydides, Machiavelli, Hobbes, and E. H. Carr.52 This latter expression of skepticism is particularly apposite in these “late modern” times when the ideologies of both Marxism and liberalism have been so forcibly contested.

Realism, however, is not coterminous with skepticism. Realism represents a “conservative reaction” to skepticism, a desire to act to create or impose some sort of political order in defiance of skepticism. It is this conservative reaction to fundamental doubt regarding the human will or reason that produces realism’s core features: its statism and its concern with power and the distribution of power. The state provides the arena in which order is imposed, and power is the means with which we impose and defend it.

But that same reaction can produce other conclusions. Hume, not only a skeptic, but one of the early apologists of balance of power politics, claimed that philosophy’s incapacity to discover the path to moral perfection forces us to acknowledge the usefulness of the norms and maxims of the “common life.”53 Though our skepticism inclines us to look on such norms and maxims critically, these same norms and maxims contribute effectively to the acquittal of the ordinary tasks of human survival. Inversely, the rejection of those norms on the basis of some religious, philosophical, or ideological “enthusiasm” is frequently a source of disorder and violence. We should use our skepticism to combat such “enthusiasms” and nourish respect for the norms of the common life in order to preserve peace and order. One encounters a similar though philosophically less developed sentiment in Hedley Bull’s effort to marry realist prudence with respect for international law.54
By exploring the skepticism that lurks at the core of realist thought we gain additional purchase on the phenomenon of Franco-German reconciliation. Why, we asked, do France and Germany remain so committed to their peculiar relationship? It is because the principle of Franco-German reconciliation and mutual preference, the byproduct of the hegemonically brokered multilateral settlement of the long contest for the Rhineland, has in time congealed to become a norm of the “common life,” a norm of prudent policy, a demarcation criterion that discriminates between the “normal” and the “abnormal” in foreign policy. It has become a customary commitment that stands between German policy and the ideological enthusiasms that once endowed it with recklessness, that is, the “imperialist” enthusiasm that challenged British supremacy on the seas before World War I and the “nationalist” enthusiasm that engendered such a cavalier attitude toward international law and norms in the 1930s. Simultaneously, that commitment stands between France and the realpolitiker instinct to develop balancing alliances to contain reunified Germany’s power.55
This appeal to the understanding that France and Germany are bound by a special relationship, and the treatment of that understanding as a norm of prudent policy, explains aspects of French and German policy that have eluded our efforts so far. We noted, for example, some ambivalence in German attitudes toward the single currency. How can ambivalence sustain such a radical and ambitious policy goal? Helmut Schmidt, in response to the project’s German critics, claimed that “progress toward European integration is not an affair of German idealism, but corresponds to Germany’s vital, long-term, strategic interest in peace—if it were to be rejected, then we would face a third anti-German coalition. Compared with this goal of vital importance, technical fault-finding with the currency union and self-righteous criticism of the bureaucracy in Brussels are at best a secondary concern.”56
As we read this passage, we ask what might cause Schmidt to fear that rejection of monetary union would produce an “anti-German coalition?” He cites no mechanism, and no mechanism that might produce that effect is immediately apparent. In justification of his fears, we find nothing more than the suspicion that any departure from the ideal of European integration will threaten the norm of Franco-German reconciliation and mutual preference, and the conviction that that norm has helped French and German statesmen conduct themselves prudently so as to preserve and consolidate the long peace. Elsewhere Schmidt admonishes his Social Democratic colleagues, as they wrestle with the temptation to capitalize on opposition to the single currency: “look after our friendship with France; it is the most precious good that has come to us in the twentieth century.”57
The commitment to European Union is an affair of realist prudence born of skepticism. It is an affair of “high politics” that has engaged statesmen in a fuite en avant or “forward retreat” into the albeit imperfectly conceptualized path of political and economic integration. Integration is embraced not because it is valued per se. It is true that integration promotes some common interests in the realms of money, trade, and security. But integration European-style, as opposed to NAFTA-style, is valued primarily because it provides the vehicle for preserving norms that have proven themselves to be effective touchstones of prudent politics. The Europeans—above all the French and the Germans—embrace integration because they fear that the prudential norms they have developed in the postwar period will become inoperative if the pan-European ideal loses strength.

French and German diplomacy is replete with appeals to the ideals of European unification that contain nothing more substantive than the reaffirmation of this shared attachment to the norm of reconciliation. Germany, following its heavy-handed advocacy of Slovenian and Croatian independence, turned immediately to the task of mending its relations with France by promoting more energetically the idea of political and monetary union, even though political debate in Germany manifested considerable doubt about the benefits of either. France, following its decision to resume nuclear testing, turned immediately to Germany to lay to rest any suspicion that the new French government was revising policy toward Germany or the European Union, even though political debate in France bore the imprint of fears of German hegemony in Europe. The motivation in each case was not merely the fear of isolation. Germany’s sympathies with the breakaway republics were widely shared. France’s nuclear arrogance was not widely admired, but it was secretly applauded by the British government and tacitly approved by other nuclear powers. As mentioned above, observers predicted a new Franco-British alliance in Europe, and were subsequently surprised when Chirac reaffirmed France’s attachment to its special relationship with Germany. The prudent reflex, embodied in the norm of Franco-German preference, prevailed.

Attention to the skepticism inherent in realism leads us to voice doubts—realist doubts—regarding the theory of structural liberalism, which, we conceded above, has prima facie explanatory power. My claim that mutual Franco-German preference is valued as a norm of prudent policy raises a central question: do liberal institutions suffice to constrain behavior, or is it not indeed restrained behavior, guided by deference to shared norms of prudential conduct, that assures the durability of the institutions?58 The realist is the first to remind us how often institutions (and even power structures) have crumbled before the onslaughts of revolutionary or revisionist enthusiasms. The realist as skeptic counsels us to resist those enthusiasms and admonishes the statesman to respect, for reasons of prudence, existing norms and the institutions they legitimate if only because they define what the international community understands to be normal conduct. This kind of prudent adherence to norms of reconciliation and cooperation, and the desire to strengthen those norms through institutional and legal development, informs France’s and Germany’s ambitious integrationist enterprise today.
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12. Does Unipolarity Have a Future? 

Ethan B. Kapstein 



In a recent article I asked, Is Realism Dead?1 It would seem so, given the pounding the paradigm has taken from a constant barrage of empirical evidence and theoretical arguments.2 This has left, in the words of Bruce Russett, “a sinking hulk” instead of a disciplinary flagship.3
The chapters in this volume suggest that Russett’s epitaph may have been premature. In analyzing the grand strategies of the great and middle-sized powers since the end of the Cold War, most of the authors find considerable merit in some variant of the realist paradigm, with its focus on anarchy, pervasive insecurity, and the primacy of state action. Even in such “hard” cases as the refusal of Eastern European countries to acquire nuclear weapons, we find a good realist response: the centrality of alliance relationships to the maintenance of their national security.4
Given that this book’s chapters are situated mainly at the unit level, it is not surprising to find renewed interest among the authors in classical as opposed to structural or neorealism. Systemic forces, it seems, are too uncertain or indeterminate to say much of value about foreign policy decisionmaking in the post-Cold War era. Indeed, Kenneth Waltz himself explicitly stated that structural realism did not offer a theory of foreign policy.

This concluding chapter, however, relies on an important variant of modern realism—hegemonic stability theory—in analyzing the unipolar distribution of power. I argue that “hegemonic realism” provides powerful insights into the nature of contemporary politics, as states struggle to shape their domestic grand strategies in the face of the inescapable pressures generated by a dominant Washington. From economics to security to culture, it has become almost impossible for countries to hide from the long arm of the United States, or to pursue with any success strategies that are at odds with its preferences or interests.

Since there is little debate about the primacy of U.S. military power in today’s world (although there is certainly debate about the relevance of those assets in influencing many international outcomes), my focus is on international economic relations, an arena that by some accounts is multi- rather than unipolar. Indeed, two decades after “the end of American hegemony” was proclaimed by many scholars, I seek to demonstrate that international outcomes in international trade, finance and investment still generally reflect Washington’s preferences and interests, and are likely to do so for the foreseeable future.5 My concerns in this essay are thus with the stability of the American-centered economic order, and with the potential challenges to it that appear on the horizon.

The politics of the world economy continue to provide a contested terrain for theorists. For many scholars (including some of the contributors to this volume), the future of the liberal international economy appears grim. As Samuel Huntington has written, “In the coming years, the principal conflicts of interests involving the United States and the major powers are likely to be over economic issues. U.S. economic primacy is now being challenged by Japan and is likely to be challenged in the future by Europe. . . .[T]he United States, Japan, and Europe . . .have deeply conflicting interests over the distribution of the benefits and costs of economic growth and the distribution of the costs of economic stagnation or decline.”6 This view is echoed by Randall Schweller, who writes in his contribution that “As economic might supplants military strength as the primary currency of national power and prestige, trade talks have replaced arms control as the most contentious form of diplomacy.”7
Nor is this vision limited to political scientists. International economist Dominick Salvatore has asserted that “Trade relations among the world’s major industrial nations have taken a turn for the worse during the past two decades and are now threatened by new and more dangerous forms of trade restrictions, collectively known as the ‘new protectionism.’ ”8 Of particular interest from the perspective of systemic stability are those cases in which not only distributional issues are in conflict, but fundamental values also, as when the United States insists on linking trade to human rights.

As a concrete sign of the alleged breakdown of the postwar multilateral trading order, some analysts would argue that we are witnessing the rise of a bloc-oriented international economy centered on the North American Free Trade Area (NAFTA), the European Union (EU), and the awkwardly named Asia-Pacific Economic Cooperation (APEC); these blocs, it is said, will replace multilateralism as the basis for economic decisionmaking. In 1994, regional arrangements already constituted 61 percent of world trade.9 It remains an open question whether economic regionalism will lead to further liberalization of the international trading system as a whole (that is, whether these arrangements will be “trade creating”), or act as a brake on that process (that is, whether they will be “trade diverting,” in that they divert trade away from the “world” and toward the bloc).

These developments seem to confirm what might be reflexively labeled as the realist vision of the international economy in the post-Cold War world. It is a world, like that of the 1930s, in which competitive geoeconomic blocs reappear, and the multilateral system of open trade and financial flows splinters. Building on this vision, Jonathan Kirshner makes a series of “realist predictions” for the future in his chapter, one of which is that “multilateral economic cooperation among the advanced industrial states will decline.” Kirshner argues that, for realists, the economic order built after World War II by the western allies formed an integral part of their response to the Soviet threat; in essence, that threat was the glue that held the economic system, with its rules and regimes, together. With the passing of the Cold War, the glue has dissolved and concern over relative economic gains is again rising to the fore, leading to renewed struggle and conflict over global markets.10
Yet a number of counterindicators should give us pause before we accept this bleak assessment. After all, it is since the collapse of the Soviet Union that the Uruguay Round of trade talks has been completed and, in the process, the General Agreement on Tariffs and Trade (GATT) transformed into the more powerful World Trade Organization (WTO); that the Organization for Economic Cooperation and Development (OECD) has expanded its membership beyond its core group of industrial democracies (indeed, Russia has recently applied for membership); that the emergency support funds of the International Monetary Fund (IMF) have been bolstered, especially since the Mexican Peso Crisis of 1995 and Asian crisis of 1997–1998; that international regulation of the financial system has been strengthened by the Basle Committee of Banking Supervisors and the International Organization of Securities Commissions; and, most important, that a number of countries, including China and the former members of the Warsaw Pact, have entered the world economy as they liberalize at home and open their economies to foreign trade and direct investment. Thus, while some observers see a world ready to plunge into economic conflict, regionalism and renewed protectionism, others imagine an era of truly global trade and investment, with the growing insignificance of territorial boundaries for economic actors.11
One theoretical approach that may help to close the gap between these competing visions is provided by hegemonic stability theory.12 That theory, it will be recalled, focuses on the role of a single dominant power in establishing and maintaining “the norms and rules of a liberal economic order.” The hegemonic state lays down liberal rules, creates international organizations to monitor them, and acts as crisis manager, becoming a lender of last resort when needed and a market for distress goods in times of economic recession.13 The system’s openness is a function of the hegemon’s capabilities, and when that powerful state suffers relative decline, “the liberal economic order is greatly weakened.”14
The starting point for hegemonic stability by most accounts is found in the material capabilities of the would-be international leader. By this reading, it was America’s tremendous military, economic, and political dominance after World War II that gave it the opportunity to shape the international economy in its own interest. By the 1970s, however, many observers believed that America’s relative capabilities in such arenas as energy, trade, and finance had fallen greatly, raising questions about the durability of the postwar regimes. That such regimes remained relatively stable at all in the face of this decline was, according to Robert Keohane and several others, a function of the institutions that the United States had created in its heyday.15 The more parsimonious but perhaps less obvious alternative, that the United States was still the dominant power across most issue-areas of international importance, was also argued, but by a smaller number of scholars.16
This essay reexamines the future of the international economy in hegemonic-realist perspective; that is, with a focus on the distribution of power at the systemic level. The issue at stake concerns the system-wide economic pressures being generated on states by the American-dominated order, and what scope governments have for erecting buffers against such pressures (should they want to), either internally or externally through balancing. As Bruce Russett has written, “the international system has been structurally transformed, largely by the United States.”17 It is the durability of that system that concerns me here.

Drawing on the essays in this volume and other contributions, I examine potential challenges to the “American century,” and make some predictions about its future course. In brief, my argument is that states are facing an overwhelming set of American-generated economic forces (the word “globalization” is really a contemporary euphemism for American economic dominance) that they must adapt to if they wish to modernize and liberalize their economies. The United States, too, is subject to the pressures it unleashed, but it has a unique set of capabilities and “coping mechanisms” that keeps it relatively independent of them, including its production of the world’s major reserve currency, its favored geopolitical setting, and its market size and thus market power. States that wish to counter this order and go their own way in economic policy will likely find the costs of doing so exceedingly high. I thus hypothesize that outcomes in international economic negotiations will closely resemble American preferences and interests.

Still, there is some systemic evidence that efforts are underway to balance against U.S. power. The introduction of a single currency within the context of the European Monetary Union could be analyzed as a challenge to the dollar’s domination of international finance, and the increasing economic and military ties between Russia and China suggest that these countries are seeking to insulate themselves from American pressure. At the same time, in none of these cases can the regions or countries “go it alone” without the assistance of the United States in some critical arena.

Yet there might be another challenge to American leadership that, in the end, is the greatest of all, and that is the challenge coming from domestic politics. It may be that, absent the Cold War, Washington will find itself unable to define much less defend a “national interest” that transcends special-interest groups, and instead will find itself pulled-and-hauled in ways that undermine its ability to act. In this regard, the defeat of “fast-track” trade legislation in 1997 could be seen as a warning shot across the bow, a message that domestic interests will no longer permit themselves to be sacrificed on the altar of national security. Hegemonic stability theorists have long said that a dominant power needs domestic “willingness” to write and enforce the rules of the game, and it is here that the United States appears at its weakest.

 

Multilateralism and the Postwar Order
As Dan Deudney and John Ikenberry observe in their chapter, the postwar American system of trade and financial liberalization represented a unique policy mixture that they label “structural liberalism.” On the one hand, the ideas that animated the system were profoundly liberal, in that they focused on human liberty and its exercise in free markets; on the other, American leadership was profoundly influenced by fear of Soviet communism. The United States had to fashion a system that would prove the critics of its brand of democratic capitalism wrong; Washington thus had to be not just powerful, but generous and just in its dealings with its allies.

Multilateralism—the promotion of free trade and free investment flows on a multilateral rather than bilateral basis—was at the heart of the American approach toward reconciling these liberal and realist motive forces. It was an instrument designed not just to promote prosperity, but equally important, peace as well. As Michael Mastanduno has written, “the concept that best captures” America’s postwar foreign policy goals is not containment but “multilateralism.”18 And that is the approach which has transcended the end of the Cold War.

Multilateralism and institution building have proved remarkable supple instruments of foreign and domestic policy. During the Cold War, these regimes, by promising greater prosperity than any alternative form of political economy, formed the economic bulwark against the external Soviet communist threat on the one hand and the domestic communist party threat on the other. Today, the external threat has vanished, and most countries around the world (East Asia is a notable exception) are reducing their defense expenditures. Yet the risk of domestic political disruption, not to mention peaceful changes in ruling parties, remains, making sustained economic growth a top priority for all political leaders, especially those who seek re-election to the offices they hold. In this sense, “membership” in the international economic order continues to provide governments with important domestic political benefits, to the extent that liberalization, openness and wealth creation are viewed as inextricably linked in the majority of voters’ minds.

As hegemonic stability theory suggests, the United States was able to restructure the western economy according to its preferences after World War II because of its market size and its control over hard currency and critical resources, especially food and fuel. One influential report on foreign economic policy written in 1955 stated that “the American economy has a one-sided, or non-complementary, relationship to the international economy . . .The rest of the free world relies upon the American economy to a much greater extent than the American economy depends upon it. Indeed, the rest of the free world could not live without the American economy.”19 While the world has grown less dependent on America’s natural resources (indeed, the United States has become more dependent on petroleum and raw materials), entry to its domestic marketplace for goods and services still remains essential for export-oriented nations. While often viewed as a weakness, the United States remains by far the largest importing nation in the world, giving it substantial market power.

In order to build a system of multilateral regimes for trade, finance, and investment, the United States and its allies had to develop a set of operating principles or rules of the game. For example, the basic principle of the postwar trade regime, embodied in the GATT, is “most-favored nation” (MFN) status. This means that members of the GATT (now the WTO) must treat one another exactly as they treat their “most favored” trading partner, thus leveling the playing field and putting an end to bilateral favoritism. As a result of this approach, member countries that previously had few commercial dealings with one another now saw a new world of trade opportunities available to them. In this light it is notable that debate over China’s continued MFN status is now at the heart of its bilateral relationship with the United States, and that Russia is applying for membership in the WTO. As Schweller observed, trade talks really have replaced arms control negotiations in world politics.

One of the remarkable aspects of this regime has been the extent to which it has implicated countries in each others’ economic policies. Jock Finlayson and Mark Zacher have written with respect to the international trade regime, “Multilateralism signifies the willingness of governments to participate in rulemaking conferences and to allow multilateral surveillance of, and even a degree of control over, their trade policy. It symbolizes regime members’ acceptance of the proposition that they have a legitimate interest in each other’s policies and behavior.”20 International organizations like the GATT, the IMF, and the OECD were given surveillance roles in their charters over member countries’ economic behavior, and they criticized domestic policies that were at odds with established international practices. It is a surprising fact that no state has ever left any of these international organizations (with the exception of Peru, which briefly quit the IMF), and many have sought to join.

Today, belief among the industrial countries in the continued benefits of this international economic structure remains strong. As the leaders of the Group of Seven (G-7) nations proclaimed at their 1996 summit in Lyons, France, “Expanding trade and investment has led to marked increases in global wealth and prosperity and should continue to play this role in the future. Growth in trade and investment will be sustainable and therefore most beneficial to all if conducted within a strong multilateral framework of rules.” The G-7 leaders then went on to praise the work of the such organizations as the IMF, WTO, and OECD, which of course establish these rules.21
Given this history, one can only wonder why some scholars are so dismissive of the role that multilateral institutions have played in the postwar order.22 They are part and parcel of the economic structure that the United States built and sustained. To say that they are epiphenomenal points to an important truth about American power, but to take the analysis no further is unsatisfactory. As Daniel Deudney and John Ikenberry point out, these multilateral institutions have played an instrumental role in legitimating that order worldwide, by giving member-states a voice, however small, in decisionmaking about its operations.23 It is notable that many of these institutions, like the IMF, are not led by Americans at all.

Of course, self-styled realists have not been alone in raising doubts about the future of the postwar economic order. Reports of its demise have been widespread for years. Overwhelming pressures on the international economy were said to be coming from two directions: first, at the systemic level, some specialists argued that new challengers, such as Japan, were acting to undermine the postwar multilateral system or at least to modify it to suit particular national preferences. Second, at the unit level, other observers argued that protectionist forces within the United States were eroding domestic political support for the liberal economic regime. It is to these challenges that we now turn, beginning with systemic stresses.

 

Unipolarity and the World Economy
In his Theory of International Politics, it is revealing that Kenneth Waltz opened the chapter on “Structural Causes and Economic Effects” with the sentence, “How should we count poles, and how can we measure power?”24 He asked this, of course, because of his argument that international political structures varied according to the number of great powers in the system. His answer, not altogether scientific, was that states entered the “top rank” according to “how they score on all of the following items: size of population and territory, resource endowment, economic capability, military strength, political stability and competence.”25 

On this basis, it is accepted by many observers that today’s international political structure is “unipolar,” with America’s unique set of material and cultural (or “soft”) capabilities allowing it to achieve its preferred outcomes in the military and diplomatic if not economic spheres (though Schweller raises some interesting questions about the nature of polarity in his essay).26 What remains disputed are the long-term consequences of this “unipolar moment” for world politics. Are we entering a prolonged period of peace and stability under American hegemony? Or are new challengers to American predominance on the rise?27
Here we find no common view. In a widely cited essay, Christopher Layne argues that America’s unipolar moment must be ephemeral as smaller states inevitably balance against it, leading to a new multipolar era after 2000.28 In a powerful rejoinder, however, Paul Schroeder warns us against assuming that historical patterns—like the alleged recurrence of balancing against hegemonic powers—will necessarily repeat themselves.29 Still others, apparently including American policymakers, believe that at least the economic world is multipolar; for example, President Clinton proclaimed at the Tokyo summit in July 1993 that we now live in “a tripolar world, driven by the Americas, by Europe, and by Asia.”30
But the President was unduly flattering to America’s allies. The fact is that the United States remains by far the single largest and most influential actor in the international economy. Indeed, making this same point in 1985, after an alleged decade of hegemonic decline, Bruce Russett observed that the United States still had the world’s largest gross national product, military expenditures, and manufacturing production.31 That still remains the case. In 1993 the U.S. had a gross national product of $6.3 trillion; its closest competitor, Japan, had a GNP of $4.2 trillion. It is the largest exporter and importer; in fact, its share of world exports (12 percent) is the same today as it was during the early 1980s. American military expenditures of $280 billion represented nearly half of what the entire world spent on defense, and more than the European Union, Russia, and China put together. The United States invested a similar percentage of the global total on research and development, and its high technology industries continue to dominate in such areas as computer science and genetic engineering, not to mention in a wide array of military-related fields like stealth technology. Similarly, its industrial output has remained the world’s largest, staying ahead of Japan’s.

By other indices, the United States is also dominant. For example, its stock market capitalization in 1993 of $5.2 trillion was nearly twice the Japanese level, and more than ten times that of Germany!32 Further, the dollar remains the international reserve currency of choice, and in every single country with a currency board system (e.g. Hong Kong and Argentina) the dollar provides the monetary base.

The dominance of the American economy is all the more remarkable in light of the widespread judgment of only a few years ago that its performance was dismal and its decline irreversible; today, in contrast, the United States is generally regarded as resurgent. As Ernest Preeg points out, “the widespread pessimism of only two to three years ago about being surpassed by Japan is greatly muted. Leading-edge developments . . .are firmly concentrated in the United States.” He argues that to the extent U.S. “hi-tech” firms face any serious competition (and it should be noted that several such firms hold near global monopoly positions in their sectors), “their rivals are American.”33 Between 1986 and 1992, Preeg observes, the U.S. trade balance in high technology more than doubled, and American exports during the 1990s have increased at an average rate of 13 percent per year.

Following hegemonic stability theory, we would expect these capabilities to serve the United States in advancing its agenda of what was once called “free multilateralism.” From this perspective, it would be puzzling if the trade and financial systems evolved in a way that was clearly at odds with Washington’s preferences; that is, toward closure rather than openness. This does not mean that the United States can or will dictate solutions to every problem; indeed, such a strategy might not be attractive to a liberal hegemon even if it were conceivable. It simply means that trade and financial relations will generally be consistent with the American view of how the international system ought to function.

Despite the growing scholarly attention devoted to regionalism, a few recent examples suggest that the global economy continues to evolve in an American-led direction. Perhaps of greatest prominence, the United States played a leading role in completing the Uruguay Round of trade talks, and the subsequent creation of the World Trade Organization (WTO) in 1994. The transformation of the GATT into the WTO—a topic still relatively unexplored by students of international political economy—is especially notable because of the strengthened dispute settlement mechanisms created in the new organization. This revised mechanism reflected American concerns about the former system. According to one report, “As the most frequent user of the dispute settlement mechanism, the United States often found the old system ineffective and slow. Despite reports in favor of the United States, other countries often refused to adopt panel decisions or to fully implement their obligations. The new mechanism, strongly supported by the United States, will enable more rapid and enforceable resolution of trade disputes.”34
On other trade fronts, through its regional agreements in North America (NAFTA) and Asia-Pacific (APEC), the United States has sought to open markets long closed by protectionist forces. These developments suggest not a return to the bloc-oriented economies of the 1930s, as some have feared, but an unprecedented opening of the world to trade and investment—one that goes well beyond that achieved by Great Britain during its hegemonic period in the nineteenth century. And it should not be assumed that Washington is continuing to assume the leadership role of market-opening for path-dependent historical or liberal ideological reasons: it is also because American industries are as competitive today as at any time in recent memory.35
Another example of America’s dominant role is provided by international finance, allegedly the most global and anational of economic realms. Yet the development of a more liberal financial regime during the 1980s was “the result of deliberate political decisions,” in which the United States instigated liberalization by substantially deregulating its own domestic marketplace and then seeking market openings overseas. Far from creating a “borderless” world for finance, however, the United States insisted on the creation of a new international regulatory structure based on the concept of “home country control” of financial institutions, culminating in the 1988 Basle Accord on bank capital adequacy (the Basle Accord sets a single international capital adequacy standard for all major banking institutions). According to one recent study of the international financial regime, “the US Federal Reserve Board has been instrumental in developing initiatives in respect to (international) governance and regulation.”36
With respect to crisis management, the United States also retains a unique position in systemic maintenance. The debt crisis of 1982 provides only the most obvious case where American resources were mobilized on behalf of the global financial structure. A more recent example is provided by the Mexican peso collapse of late 1994 and early 1995. As the U.S. Council on Economic Advisers wrote in a recent report, “The President responded swiftly to Mexico’s crisis, leading a $50 billion multilateral effort to assist in Mexico’s stabilization and making available $20 billion in U.S. credit. This effort helped attenuate the impact of the crisis on other emerging markets.”37
Similar actions were taken by the United States and the International Monetary Fund during the Asian financial meltdown of 1997–98, which also prevented its global spread. In fact, while most Asian stock and bond markets fell to record lows during this period, the Dow Jones Industrial Average reached record highs, while long-term interest rates on U.S. treasury bonds reached their lowest levels in a generation. Incredibly, despite its immediate interest in the Asian crisis, given the exposure of its banks to such countries as Thailand and Indonesia, and its foreign investment and trade relations in the region, Japan acted like a deer caught in a car’s headlights, seemingly incapable of action. Nor can it be argued that Japan lacked the resources to quell the crisis; despite its ongoing recession, it remains a wealthy country, holding among the largest foreign exchange reserves in the world. The Asian case shows clearly that, even where a potential “challenger” to its hegemony would seem to exist, crisis management remains the uncontested domain of the United States.

Given this American economic juggernaut, the important question for scholars is not why Washington is continuing to promote free trade and global finance, but how the rest of the world is responding. Are states trying to balance against that overwhelming force, or are they bandwagoning with it? Are any visible challengers to the United States yet visible on the horizon?

 

New Challenges?
It has been said of the British Empire that it was like a Model T Ford; easy to build and cheap to run. Perhaps this is what the postwar leaders had in mind as they designed the new, American-led international economy. Yet the British Empire ultimately collapsed. What threats now exist to the American order?

The most popular challenger in recent years, of course, has allegedly been Japan. While now somewhat passe in light of that country’s severe financial difficulties (certainly not aided by American exchange rate and banking regulation policies), it is still instructive to consider this case for the theoretical illumination it provides. Indeed, it provides an excellent example of unit and systemic-level analyses becoming confounded, for even if Japan had wanted to overturn or disrupt the American-dominated order, the distribution of power would stand in the way of its domestic desires and actual international outcomes.

A good example of such exaggeration of Japanese power is found in an essay by Samuel Huntington. Huntington argues that Japan “has been and is, constantly, operating in classic realist fashion to increase its power, but only in the economic area. In the new world environment, however, economic power is what counts.”38 And speaking at Princeton University, he asserted that “America and Japan are engaged in an economic cold war . . .[and] Japan has been doing better than we in that war.”39 He calls Japan an “economic power-maximizing state.”

Japan, however, lacks at least two essential ingredients for a potential economic power-maximizer; first, the ability to link economic and military power to advance national interests; second, a sufficiently large internal market to shape the behavior of its principal trading partners. To the extent that a state wishes to shape international economic outcomes, it may have to rely implicitly or explicitly on a variety of instruments, military power among them. Protection of trade routes and oil flows come to mind in this respect.40
Second, in contrast to the United States, Japan does not control a sufficiently large or dynamic domestic market for goods and services to give it monopsonistic power in world trade. Time and again the United States has successfully threatened closure of its marketplace in an effort to advance special or national interests in international economic negotiations. So long as the United States remains the world’s biggest market for traded goods and services, it will have substantial leverage over its commercial partners (but here, watch out for China).41 Ironically, Japan’s alleged strategy of generating trade surpluses only undermines its international power in terms of its ability to exercise market leverage. Yet the Japanese-American relationship points to the strengths of the postwar order as much as its weaknesses. Despite their unbalanced trade relationship, and occasional periods of acrimony, U.S.-Japan bilateral disputes have never spilled over to the wider trading arena. Further, the U.S.-Japan security relationship has not only remained shielded, but it has actually retained its primacy, even with the collapse of the Soviet Union.

In contrast to Huntington, I would argue that, far from losing an “economic cold war” with Japan, the United States remains by far the world’s largest and most powerful economy, where power is defined in terms of the ability to shape international outcomes.42 Japan, in contrast, is struggling; the Wall Street Journal is close to the mark when its editorial page writes, “Today’s Japan is not the economic powerhouse that gripped the conventional wisdom five years ago. Instead, it is the most fragile major member of an interdependent world economy.”43
Ironically, what is missing from many accounts of Japan’s economic strategy is the fundamental insight of structural realism: that the structure of world politics, with its given distribution of power, intervenes between national policies and international outcomes. This means that we need to examine not only the stated goals of Japanese economic policy, but also the results of the country’s international interactions.

From a systemic perspective, I would suggest that the end of the Cold War has placed Japan in a delicate position, for it is now more vulnerable to U.S. economic pressure than it was in the past. At the same time, the United States is more likely to use such pressure against its allies. Further, new regional powers—chiefly China—threaten Japan’s economic and security position in East Asia. All told, Japan faces an increasingly inhospitable international environment. Japan’s contemporary challenge is hardly the achievement of regional hegemony, but rather the maintenance of its status as a relatively prosperous and secure nation-state.

As noted above, Huntington and other scholars assert that Japan has adopted a power-oriented or neomercantilist trade policy. Perhaps the most prominent regional expert associated with this view is Chalmers Johnson, whose work has been widely influential. In a recent article, Johnson argued that Japan is “a mercantilist trading state . . .Japan assuredly has a grand strategy . . .The essence of the strategy is to build in the Asia-Pacific region a new version of the Greater East Asia Co-Prosperity Sphere.”44 While he does not explicitly address the question of how the Japanese have implemented this strategy, or what they hope to gain from it, presumably he believes that Tokyo sees long-term economic and political benefits from becoming a regional hegemon. Unfortunately, he fails to tell us why a country which has allegedly been so successful at “free-riding” would wish to change places and assume hegemonic burdens.45
In the event, the essays in this volume by Eric Heginbotham and Richard Samuels, and by Joseph Grieco, provide a contending perspective. Heginbotham and Samuels report that, with respect to the internal Japanese debate over “the economic and political organization of East Asia, the America-first camp has prevailed.”46 Grieco similarly tells us that since 1991 every Japanese prime minister has refused to support any East Asian economic initiative that excluded the United States. He writes that “Japan was highly disinclined to pursue regionalist policies during the Cold War, and this has not changed since 1989.” He suggests this is largely because “since the late 1980s, Japan has faced a . . .serious array of security challenges” in the region.47
Again, since Japan is sometimes viewed as a potential regional hegemon, we ought to remind ourselves of what this role entails before dismissing it as a possibility. For Gilpin, hegemony requires control over the “three sources of power in the modern world: nuclear weapons, monetary reserves, and petroleum.”48 Similarly, Robert Keohane has suggested that in order to play the hegemon a state must control, in addition to military power, a “preponderance of material resources. Four sets of resources are especially important. Hegemonic powers must have control over raw materials, control over sources of capital, control over markets, and competitive advantages in the production of highly valued goods.”49
These analyses suggest that Japan lacks several of the crucial ingredients required to play the hegemon. In terms of military power, although Japan has by far the largest defense budget in Asia, it currently lacks the power projection capabilities required to maintain the sea lanes and freedom of navigation; and of course (unlike China and India) it does not possess nuclear weapons. Second, Japan is dependent on imports for nearly all its energy, food (it is the world’s largest importer of foodstuffs), and raw materials—and its last attempt to seize control over these resources ultimately met with military disaster.

What is still open to question is whether Japan “controls” a large enough market to exercise anything like hegemonic power, if only at the regional level. Grieco argues that “Japan enjoys a much more pronounced overall hegemonic power in East Asia than does Germany in Western Europe,” but this analysis only reflects trade flows. Here it must be recalled that an important source of German economic power in Europe flows from the position of the Bundesbank as the arbiter of monetary policy, a position that the Bank of Japan has not achieved (or even sought) in East Asia (again, hegemonic stability theory emphasizes the importance of monetary resources). If anything, the inability of Japan to respond to the financial crisis in its very backyard reminds us of Tokyo’s international weakness.

Far from challenging the United States, Japan has worked hard to maintain and strengthen its bilateral alliance. As Michael Mastanduno emphasizes in his contribution to this volume, there is no evidence that it has engaged in a strategy of external balancing, and there is no indication that it is preparing to do so. This is not only because the United States remains a necessary ally in a dangerous neighborhood, but also because the U.S. market remains the single most important to that now fragile economy.

If Japan has any fear, it is of a renewed trade dispute with the United States as its external surplus again hits record levels in the face of a prolonged domestic recession. As The Economist has written: “Japan’s . . .diplomats worry that trade friction will undermine America’s commitment to defend Japan. This anxiety has only increased in the aftermath of the Cold War.”50
It appears that analysts are now recognizing Japanese weakness in the international system, and fears of a Japanese challenge to American hegemony have largely receded in recent years. But they have been replaced by the supposed “threat” now emanating from China. China is a continental county with the world’s largest population and fastest-growing economy. It is, in Samuel Huntington’s phrase, a unique “civilization.” It is investing in its military power and intimidating its neighbors. It has an abysmal human rights record. Isn’t China priming to establish its own sphere of influence in Asia, and one that could be hostile to the United States?51
Such an evolution is unlikely. For as China continues to grow, it is also becoming increasingly dependent on the world economy for needed inputs. As James Shinn of the Council on Foreign Relations writes, “the Chinese economy depends on international markets for two of the essential factors for economic growth, capital and technology, as well as two critical commodities, petroleum and food grains. This external market dependence is increasing at a remarkable rate.”52
Shinn argues that the “tyranny of markets” will force China to adopt more moderate political behavior. Capital markets, for example, “are not eager to deal with belligerent states, and firms that would otherwise be eager to invest in China and transfer their technology can get cold feet.” And from a domestic political perspective, “the tyranny of markets is unleashing a host of forces within China that bolster the market access principle.”53 The source of that global “tyranny”? The American-designed liberal economy, with the pressure it is placing on trade and financial policies. If a country as large as China now finds that it must play by the rules of the game if it is to succeed economically, what other challengers to the United States could possibly exist?

If it is true that China has powerful incentives to respect the international economic system in order to maintain access to needed inputs, the big question then revolves around the United States and whether it will allow China to become a player on equal terms. Political forces within the United States wish to deny that country its MFN status as punishment for its human rights record and for its proliferation of military technology. The Clinton Administration, however, has remained in favor of MFN for China, recently approving renewal of that status.

This trade debate is consequential. As Dale Copeland argues, it is a country’s expectation of future trade opportunities that plays a vital role in its calculation of whether to maintain peaceful relations with its partners and neighbors or seek military solutions to its economic requirements. He writes that “for any expected value of war, we can predict that the lower the expectations of future trade, the lower the expected value of trade, and therefore the more likely it is that war will be chosen.”54 In short, the liberalization policy is prudent in the Chinese context.

What about Russia? By all accounts, the honeymoon between Moscow and Washington has ended, despite President Clinton’s active support of Boris Yeltsin’s re-election. Russia has not only waged a brutal war in Chechnya, it has increasingly thrown its weight around in the near abroad. Indeed, with the proposed confederation between Russian and Belarus, parts of the Soviet empire appear to be reemerging.

Yet Russia is far from providing the sort of global challenge to the United States that the Soviet Union once did. As Neil MacFarlane writes, “Although the economic performance of the Soviet Union . . .left much to be desired . . .the USSR nonetheless was the center of one of two competing economic systems in the global economy. . . .The position collapsed in 1991 with the implosion of the Soviet state. . . .Russia is now substantially dependent on Western financial resources to stabilize its budget, and resuscitate its economic base.”55 Further, those states that once constituted the Council for Mutual Economic Assistance (CMEA) are even more dependent on western capital, technology and markets than Russia is. This makes it impossible for Russia to exercise anything like economic hegemony over its former empire.

This leaves, then, the European Union as perhaps the greatest potential—if not actual—challenger to the American economic order. The EU boasts a greater population and than the United States and similar level of GNP, and it is a major trading power which will soon have a single currency. While not a federal state, the EU does negotiate as a single actor in many economic settings, such as the trade rounds. Indeed, EU opposition to proposed agricultural liberalization doomed that initiative in the Uruguay Round.

Yet the EU also has glaring weaknesses that prevent it from challenging the United States as leader or even co-director of the world economy. Most obviously, Michael Loriaux reminds us that from a realist perspective, it does not have a unified foreign or defense policy, missions that remain under national jurisdiction. It is incapable of protecting its trading routes and oil supplies, as demonstrated during the Gulf War, much less maintaining the peace in its own backyard, as in the former Yugoslavia. In fact, neither the EU as a whole nor any of its constituent states have any independent power projection capability. To the extent that the global economic system still needs a military foundation, the EU certainly is not in a position to provide it.

In sum, the United States has no international challengers to its position as the leader of the international economy it built after World War II, and which it still maintains through its contributions to the major international institutions, and through the openness of its marketplace. Countries that need balance-of-payments support must go to the IMF, and those that wish to become full members of the trading system must seek membership in the WTO. Companies that seek to become world-class must enter the American marketplace, which continues to serve as the testbed for almost every good and service imaginable. Further, the dynamic American financial system provides most of the world’s venture capital to those start-up companies that will become the future leaders in their respective sectors. Any country or group of countries that would challenge this American-dominated order face enormous systemic pressures, and there is little evidence that balancing against the United States is in fact emerging anywhere in the world. To the contrary, the global economy has become an enormous bandwagon, as more and more countries seek to join the international marketplace.

 

Globalization and American Power
How are these same economic forces affecting the United States? Students of hegemonic stability theory have traditionally been pessimistic about the hegemon’s ability to maintain its relative position. As Robert Gilpin has written, “The unleashing of market forces transforms the political framework itself, undermines the hegemonic power, and creates a new political environment to which the world must eventually adjust. With the inevitable shift in the international distribution of economic and military power from the core to rising nations in the periphery and elsewhere, the capacity of the hegemon to maintain the system decreases. Capitalism and the market system thus tend to destroy the political foundations on which they must ultimately depend.”56
Economic theory would seem to provide some support for the view that unfettered international market development—globalization—will itself undermine the unipolar structure of the world economy. If we accept that the economies of the great powers are becoming increasingly interdependent in trade and finance, then there are a number of “convergence hypotheses” that we must take seriously. Taken to their logical extreme, these could mean that economic integration itself will lead to a change in the international distribution of power, from unipolarity to multipolarity. These include hypotheses about the effects of trade and the spread of technology on productivity and domestic wage rates, and the effects of capital market integration on monetary policy and interest rates. Paul Samuelson’s theory of “factor price equalization,” for example, suggests that trade between countries A and B will lead the wages in each country toward convergence. In short, as integration proceeds, we should expect to see such economic variables as productivity levels, wages, interest rates, and ultimately growth rates converging toward some common values.57
For a structural realist like Waltz, in which systemic stability is a function of polarity, this growing equality would not be a good thing for the existing distribution of power and thus the chances for world peace. As he has written, “extreme equality is associated with instability. . . .The inequality of states, though it provides no guarantee, at least makes peace and stability possible.”58 Of course, convergence in economic performance would not in itself make all states equal, since most of them would not possess the other capabilities (e.g. population, military forces, “competence”) needed to reach the “top rank” of great powers. However, to the extent that economic power provides the foundation for military power, it would mean that a growing number of states could conceivably acquire sophisticated conventional and nonconventional weapons, including weapons of mass destruction.

In a truly global economy we would also have to question the inherent advantages of national “size” that Waltz discussed. He observed, for example, that the size of the American domestic marketplace gave its producers the capacity to “operate on a large scale and to generate resources that can be used abroad to compete with or to overwhelm native industries. . . .The disadvantages of foreign firms relate directly to the smaller scale of their national economies.”59 On this basis he suggested that only such continental countries as Russia and China (one could add India and a truly unified Europe to the list), with their large domestic markets, could ever pose an economic challenge to the United States.

The question is whether this size advantage would still be consequential in a truly global economy, a world that was borderless from the transactions perspective. After all, if enterprises had equally open access to all markets, the distinction between “domestic” and “foreign” would be limited to a matter of differing cultures (in terms of language and tastes) rather than governments. To be sure, culture could constitute an important barrier to trade, but presumably another element of globalization—and one that is particularly threatening to many countries from France to Iran—is the increasing uniformity of tastes, as generated in Hollywood, on Madison Avenue, and at McDonald’s Hamburger University.
In the event, we remain far from such a world, and the evidence points to the continuing importance of the domestic marketplace for even the largest firms.60 A recent study of the activities of multinational corporations (MNCs), for example, concludes that they “still rely upon their ‘home base’ as the center of their economic activities, despite all the speculation about globalization.”61 This, incidentally, is as true of European-based firms as it is for those based in the United States and Japan. Even in finance, the penetration of foreigners into domestic markets is slight. For example, for the eleven largest members of the Organization of Economic Co-operation and Development (OECD), only 15 percent of outstanding domestic bonds were held by foreigners.62
A study of the data would suggest that American economic performance since 1945 appears to refute the grim predictions of hegemonic stability theory, which in its traditional variants did not admit the possibility of hegemonic regeneration. But alternative theories offer more optimistic prospects. Raymond Vernon’s “product cycle theory,” for example, suggests that firms can remain ahead of their competitors so long as they continue to invest in leading-edge research and development. The theory posits that every new technology goes through a three-stage development: (1) introduction of the technology or new product; (2) maturation and domestic market saturation; (3) product and process standardization. In each of these phases, different economies will possess differing comparative advantages. A country that has an advantage in initial innovation, for example, may not keep it when the product and process become standardized.63 Vernon’s lesson was that firms should keep investing in R&D and continually generate new technologies if they wish to stay ahead.

By way of analogy, this theory suggests the possibility for states to avoid inevitable decline by promoting those investments that provide the underlying conditions for ongoing national innovation. Investing in education, research, and infrastructure would seem to be among the most useful targets for national policy. While the United States clearly has a mixed record in this regard, in several areas it remains well ahead of any challengers. The American research university, for example, has no serious global competitors, and I have already noted that U.S. spending on research and development is about half the world total. The point is that hegemonic stability theory may have been unduly pessimistic, confounding a natural degree of relative decline (e.g. American decline between 1945—when the rest of the world was in ruins—and 1970) with a trend toward collapse.

Still, when we focus on the domestic conditions necessary for international leadership, there are plenty of reasons for pause in the American case. After all, pressures on a system can also come from the inside. As the leaders of the G-7 said at Lyon, “the development of a more global economy and advances in information technology are engines of economic growth and prosperity. But they also may be seen by some as a source of dislocation and insecurity.”64 The domestic concern of these elected officials is to ensure that the political voice of the “haves” continues to dominate the debate over liberalization.

Decreasing support for globalization and the policies it requires for support is as evident in the United States as in any other industrial country. As Michael Mastanduno writes, “How long domestic constraints will permit U.S. officials to pursue a comprehensive strategy is an open question.”65 James Kurth concurs, suggesting that it is unlikely that the United States can continue to act as the world’s leader in the absence of a credible threat to its national security.66
Indeed, in countries around the world there is a rising risk of backlash by voters against the process of economic globalization. Double-digit unemployment in Europe and rising income inequality and job insecurity in the United States are hardly conducive to sustained political support for trade and financial liberalization, while in East Asia, once the poster child of globalization, whole populations now face a return to poverty. But in the context of shrinking government budgets everywhere, a phenomenon that is also a product of the global pressures unleashed by mobile capital, it is difficult to launch new programs that might help working people cope with economic change.67
Domestic politics is thus the global economy’s achilles heel, for should voters turn against globalization—as may be happening in many places around the globe, including the United States—the postwar liberalization project could be in for a jolt. After all, the “foundation for American leadership in the Bretton Woods system . . .was the most productive and competitive industrial economy in the world, and the high employment, economic prosperity, and social cohesion that were the result. Without these, there would not have been the political consensus necessary to sustain American leadership.”68 That consensus may be breaking down, since there are increasing doubts about the distribution of globalization’s benefits. If liberalization only makes the rich richer and the poor poorer, it will inevitably produce rising social strains everywhere it is advanced.

Yet despite these tensions, social disruption aimed at stopping globalization has thus far been minimal; nowhere in the world is there evidence of a profound “backlash” against liberalization. If anything, the multilateral structure of trade and finance built by the United States and its allies has not only endured but even prospered in the post-Soviet era, as the formerly communist states seek to join it as “members,” and as China and East Asia continue to focus on an export orientation in their economic policy. There are certainly stresses in that system, but we must ask whether these are profound and destabilizing, or episodic. For now we can conclude the latter, since there is really no alternative available to the American-dominated multilateral system. And in the absence of alternatives, it is difficult to overturn the status quo.

 

Conclusions
Realism, it is said, presents an essentially pessimistic view of world politics. Security is scarce in the anarchic international environment, leading states to engage in economic and military competitions that must inevitably lead to conflict and war. With the collapse of the stable bipolar system, the world has entered a new, uncertain era, one that could prove more dangerous than anything we have known since World War II.

This essay presents a contending vision, drawn from insights generated by hegemonic stability theory. By focusing on the distribution of power at the systemic level, I have tried to show that there really are no obvious alternatives to the American-dominated economic structure that now governs international trade, finance and investment. Japan has shown no interest in rebuilding an Asian co-prosperity sphere, while China is becoming increasingly dependent on world markets. Russia is an economic pygmy that needs capital, technology, and food from the West, while it must export its energy and raw materials to earn desperately needed hard currency. The EU is not a unified actor in foreign or security policy and lacks military capability.

Why is this vision of the world economy seemingly so different from that presented by other self-defined realists? I would offer two answers. First, by focusing on the role of the external Soviet threat in building and maintaining the postwar economic order, they overlook the transcendent importance of the multilateral institutions established after World War II. These were designed not solely to promote Western military security, but Western prosperity as well. So long as they contribute to that process better than any alternative arrangement, they will endure.

Second, by devaluing American power, they fail to appreciate the unique position the country still holds in the international system; a focus on the outcomes of international economic interactions remains illuminating in this regard. The United States is far from a normal state; no country in modern history has ever held such overwhelming power across so many dimensions. It not only possesses the single largest, wealthiest, and most dynamic market for every good and service imaginable, but is also home to the world’s strongest military forces. Its culture is incredibly dynamic, as it opens its doors to the best and brightest from every continent. In short, despite growing domestic doubts about the role, it remains the hegemonic power.

This state of affairs should be welcomed by those countries that seek to play by the rules of the game and liberalize their economies, but it’s certainly bad for any would-be challengers. Those countries that seek to protect their domestic marketplace, perhaps for extremely valid political or cultural reasons, will find the pursuit of such policies extremely costly. Yet balancing against the United States is not a likely outcome, since in economic terms there is no good alternative to the American order, while in military terms it spends as much on defense as the rest of the world combined.

From all this, one can only conclude that the American century has just begun. How long it endures will be a function of whether an alternative form of political economy emerges that is capable of mobilizing widespread support. Policymakers would do well to pay greater attention to that distant possibility, by ensuring that the benefits that come with “free multilateralism” are widely distributed.
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