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ing role of international factors. We concluded that interna­
tional factors constitute constraining and disposing forces, 
to be sure. But the ability to compensate for the one while 
exploiting the other is not itself simply a reflection of sys­
temic determinants, as our case studies have shown. In this ·· 
final chapter, however, we turn back to the international'· 
realm, in the attempt to discern the evolving patterns of 
systemic constraints and opportunities that await currently 
emerging and future industrializers. 

Accordingly, my focus is the international economic OF' 
der. This term is meant to comprise international economic 
regimes, on the one hand, and the international division of 
labor, on the other. Both depict institutional features of in­
ternational economic relations. Broadly speaking, interna­
tional economic regimes are governing arrangements, con­
structed by states, to coordinate their expectations and 
organize aspects of their behavior in such economic issue 
areas as monetary and trade relations. And the international 
division of labor refers to the configuration of productive 
capacity in the world economy, together with the patterns 
and terms of transaction flows among its constituent units. 
The relationship between the two, as the balance between 
authority and market domestically, is not fixed permanently 
but varies over time. 

Protagonists in the so-called North- South Dialogue 
have tended to polarize around one or the other component 
part of the international economic order as embodying the 
key to enhancing the welfare of developing countries. The 
Group of 77, through its proposal for a New International 
Economic Order, has sought to restructure international 
economic regimes on the basis of redistributive principles. 
From their vantage point, changes in the international divi­
sion of labor may alter the forms but not the fact of depen­
dency. On the other side, those adhering to liberal eco­
nomic principles stress the progressive contribution to 
national economic change that inheres in the international 
division of labor, which can be captured by instituting out-
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International economic co-operation since the sixth special ses,.· · ·
sion [of the UN General Assembly, held in 1974] has largely failed 
to overcome the world economic crisis and to move towards �:­
ting in place a viable economic program of international de� 
opment. In particular, progress towards achieving the objectiv� 
of the new international order has been limited. Advances have 
been registered in several areas, but in some crucial fields, in­
cluding money and finance, protection of the purchasing power 
of exports of developing countries and access to markets, tlie· 
process of change is at an early stage. Most developing countries:. 
continue to be at a fundamental disadvantage in the principal 
markets in which they are either suppliers (commodities, manu­
factures and labour) or customers (finance and technology). rar:_.
ticipation by the developing countries in the management of the 
international economic system remains inadequate. 1 

/: ,, ·· 
And yet, despite this record, and despite the inability of par�
ticipants after three years of preliminary talks on the s0:. 
called global round of negotiations to agree to its terms of

reference, representatives of the developing countries per:.: 
sist in their expectation that fundamental change in the world 
economy can be accomplished through negotiations that 
would create new international economic regimes in areas · ..
where none now exist (commodities, transnational corpora- ·· 
tions, transfer of technology), and restructure existing re-. 
gimes (as in monetary and trade relations) to reflect their .. 
particular needs. They have gained support from Northern 
social democrats, who maintain that a more equitable se�. 
of international economic relations would also be a more 
efficient one, in that the redistribution of wealth to the de-
veloping countries would, for example, trigger non-infla­
tionary recovery in the world economy as a whole. 2 

1. Report of the Director General for Development and International Ec<r 
nomic Cooperation, Towards the New International Economic Order (New York: . 
United Nations, 1982), pp. 4- 5; cf. Note by the Secretary General. "Reports of 
Organs and Organizations of the United Nations System on Progress Made T<r .. 
wards the Establishment of the New International Economic Order and Obstacles 
that Impede Its Success," UN Document NS- l IJ6, July 25, 1980. 

2. See, for ex.ample, the Report of Brandt Commission, North-South: A Pnr 
gramme for Survival (London: Pan Books, 1980). 
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The major industrialized countries have responded to 
demands for international economic regimes in new do­
mains largely in a damage-limitation mode: drawing out ne­
gotiations as long as possible, making sure that their final 
instruments do the least possible harm to the ongoing con­
duct of private international economic transactions, and in­
troducing their own concerns where and when possible. As 
for the second objective, the existing international regimes 
for money and trade were constructed by the capitalist 
countries to regulate critical aspects of their own behavior, 
and they directly affect their own collective welfare. Accord­
ingly, one would expect this domain to be even more inhos­
pitable to Third World demands for fundamental change. 
And it has been on such questions as internationally created 
reserves, the link between reserve creation and develop­
ment assistance, and majoritarian control over the Interna­
tional Monetary Fund (IMF) and the World Bank. But there 
have also been some changes, as in the increased quantity 
and flexibility of IMF assistance, and in the granting of tariff 
preferences to developing countries. None of these changes 
fully reflects the substance of Third World demands, but, at 
the same time, they indicate that some change is possible 
even in the core regimes. 

In sum, the continued commitment by the developing 
countries to the collective strategy of international regime 
change, together with the fact that the very core regimes 
have not been entirely immune to change, occasion the first 
set of analytical questions I hope to answer in this paper: 
what is the degree of elasticity in international economic re­
gimes to accommodate the welfare demands of developing 
countries, and what explains it? I proceed by analyzing in 
some detail the evolution of the monetary and trade re­
gimes, which, because of their centrality in the international 
economic order, serve as critical test cases, and then draw­
ing on this experience to fashion a more general response 
to the questions I have posed. But first a definitional prole­
gomenon. 
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A more or less precise-and what is perhaps most im-. 
portant, a shared-definition of international regimes now 
exists in the literature: regimes are "sets of implicit or ex-: 
plicit principles, nonns, rules, and decision-making proce-: 
dures around which actors' expectations converge in a given 
area of international relations. Principles are beliefs of fact 
causation, and rectitude. Nonns are standards of behavior 
defined in tenns of rights and obligations. Rules are specific 
prescriptions or proscriptions for action. Decision-making 
procedures are prevailing practices for making and imple­
menting collective choice." 3 These distinctions are impor­
tant, if we are to keep track of what has and has not 
changed. Changes in principles and nonns-in what I will 
call the nonnative structure of regimes-amount to a change 
of regimes. Changes in rules and procedures-in what I will 
call the instrumentalities of regimes-amount to a change 
within regimes. Since the challenge of the Third World is to 
the very principles of the monetary and trade regime, this 
will be my point of departure. 

Governing Principles 
In the earliest days of their respective ruminations about 
postwar international economic arrangements, both Harry 
Dexter White and John Maynard Keynes had concerned 
themselves with the problem of international investment. 4 

One of the mechanisms of systemic equilibration that had 
broken down during the interwar years was the timely pro­
vision of sufficient sums of investment capital. Great Britain 

3. Stephen D. Krasner, "Structural Causes and Regime Consequences: Re­
gimes as Intervening Variables," International Organization (Spring 1982), 36:186; 
Krasner's paper is the introduction to a special issue of /0 on the topic of inter­
national regimes. 

4. Richard N. Gardner, Sterling-Dollar Diplomacy in Current Perspective (New
York: Columbia University Press, 1980); Armand van Dormael, Bretton Woods: Birth 

of a Monetary System (London: Macmillan. 1978); and Sir Roy Harrod. "Problems 
Perceived in the International Financial System." in A. L. K. Acheson et al., eds., 
Bretton Woods Revisited (Toronto: University of Toronto Press, 1972). 























TABLE 9. I; Drawings from International Monetary n111d, 194 7- 198 1 (All Facilities) 
- . 

-

--�---- . 

1947-60 1961-73 1974-81 
------- ---- - --· --- --- --------- - --------

% Total 
Quotas % Total 

Q_ (%) a 
(1960) Drawi11gs Q 

United Stales 28.0 - ·-

Other major 
Industrial'' 29.1 44.2 37.9 

Small European 
industrial" 8.2 7.6 23.3 

Industrial 
"primary 
exporters"• 7.8 3.2 10.2 

Non-European 
N1Cs 1 

{ 20.3 

not applicable" 
Other non-oil 

LDCs" 33.8 44. 1 

% Total 
%0" Quotas 
%Q (1973) 

- 23.0 

1.52 27.7 

.93 8.4 

.4 1 8.5 

1.67 } 

5. I 

17.3 
. ---

% Total 
Drawings 

16.3 

44.7 

1.5 

6.4 

1.8 

22.3 

D 
(%) %0 

Q %Q 

53.0 .7 1 

120.3 1.6 1 

13.3 .18 

56.4 .75 

26.7 .35 

96.4 1.29 

SOURCE: International Monetary Fund, /11tematio11al f'i11a11cial Statistics, /947-81. 

% Total 
Quotas % Total 
(1981) 

20.8 

24.5 

8.0 

7.6 

4.4 

19.5 
· · --

Drawi11gs 

6.4 

21.9 

.7 

4.9 

5.9 

43.4 
--- -· ----

Q
(%) 

%0 
Q Ok.Q 

18.0 .31 

52.5 .89 

5.3 .09 

37.8 .64 

127.7 1.34 

130.7 2.22 

NOTE: Drawings are cumulative drawings during each period, from all available facilities. Quotas are as of U1e last year of 
each period. As a result, ratios involving the two have no precise meaning in absolute terms, but do indicate general orders 
of magnitude and permit valid intergroup comparisons to be made. 

"Cumulative drawings during the period, divided by end-of-period quotas, multiplied by 100. 
11Column 2 divided by column I. This is a measure of "relative use," which averages to 1.0 for all members. 
,. France, Germany, Italy, Japan, United Kingdom. 
"Austria, Belgium, Denmark, Netherlands, Norway, Sweden. 
• Australia, Canada, t·inland, New Zealand, South Africa. This is a group of Industrialized countries for which agriculture 

constitutes a relatively high proportion of GDP and the export of prirmiry products a relatively high proportion of total exports. 
1The OECD currently categorizes as non-European NICs tlrazll, Mexico, llong l\ong, South Korea, Singapore, and Taiwan; 

all but Hong Kong, which is not an IMt· member, are included here. 
• Non-oil developing countries are defined as non-OPEC LDCs (Mexico is included among the non-European NICs); the 

category therefore does Include some net exporters of oil, though all of them are capital deficient. 
"Since the term NI Cs was not applirnble before the I 960s, this row has l>een merged with "other non-oil l.DCs." In any 

case, only Brazil and Mexico from a111011u the future NtCS 111<1de drawinus. and lhazil accounted for over 801 of their comhinecl 
total. 
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proved by the IMF during 1981 totaled SOR 15.2 billion, aD 
to developing countries. 26 This total included a drawing by 

India in the amount of SOR 5 billion, the largest drawing tr( 
IMF history and equivalent to 291 percent of India's quota.; 
made for the purpose not of traditional short-term balancif 
of payments assistance, but to facilitate "structural adjust;·  
ment ... with a view to achieving balance of payments 
viability in the medium term." 21 

In sum, the patterns of IMF drawings over the course of 
the past thirty-five years do indicate some degree of change 
affecting the developing countries. The questions of how. 
much change there has been in this direction, what has 
de­termined it, and what are its limits, are taken up after a 
cor- responding overview of the postwar trade regime. 

2. Trade Liberalization, Preferences, and Escape Mech"" 

anisms. On the trade side, several convenient indicators ex'" 

ist that can be appropriately utilized for our purposes. One 
of these is simply the effect of trade liberalization over time 
on the distribution of world trade. A major purpose of the 
GATT has been to reduce tariff barriers to trade. And, as a 
result of seven rounds of multilateral negotiations since 
1947, industrial tariffs have been virtually eliminated as 
trade barriers. Though it is not possible to establish a direct 
cause/effect relationship, it is the case that world trade dur­
ing these same years has grown at historically unprece­
dented rates, both in absolute terms and proportionately to 
world production. 28 Despite these trends, however, the share 

26. IMF Survey, January 25, 1982, table, p. 28. 
27. IMF Survey, November 23, 1981, p. 365. 
28. For example, from 1963 to 1973, world exports of all products rose at an 

average annual rate of six percent, of manufactures by eleven percent; world pro­
duction of all products during that decade rose at a corresponding rate of three 
percent. and of manufactures by seven percent. During 1973- 80, the rate of in­
crease of both exports and production was smaller, but, except for 1975 (and 

again in 1981), trade continued to putpace production. "World Interdependence: 

Trade," Ot::CD Observer (January 1982), no. 114, p. 6, and IMF Survey, August 

16, 1982, p. 241. The problem of relating liberalization directly to gains in trade 
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TABLE 9.2: United States Imports from GSP Beneficiaries, 1979 

(US $ Million) 

MFN Covered by 
Total Dutiable OSP 

(1) (2) (.3) 

All Beneficiaries 94531.7 3816.3.8 11725.2 
Major suppliers• 24597.6 166.30. 0 9581.8 
Least developed" 812.6 215.1 118. I 

Actual 

Preferential 

fmports 

(4) 

6280.0 
4955.1 

43.5 

Percentage Shares 

(4)/(1) (4)/(2) (4)/15) 

6.6 16.5 · 55.6 
20. 1 35.8 . 51.7 

5.4 20.2 36.8 

SOURCE: UNCTAD, Trade and Development Board. Special Committee on Preferences. 
"Generalized System of Preferences: Replies Received from Preference-Giving Countries: 
United States of America," UNCTAD Document TD/B/C.5/PREF/8 (February 20, 1981). Annell. 
table 1. 

"Includes Argentina, Brazil, Chile, Dominican Republic, Hong Kong. South Korea, Mex-
ico, Philippines. Singapore, Taiwan. 

1,lncludes some twenty-four of the poorest developing countries. 

cantly in order of magnitude from the other two major 
schemes, those of the EEC and of Japan (together, the three 
account for roughly 90 percent of all preferential imports by 
OECD countries). The GSP, of course, grants preferential 
treatment only to dutiable imports from beneficiary coun­
tries; as table 9.2 shows, these imports represent less than 
half of all imports from these countries , since raw materials 
and nonagricultural primary products, the major exports of 
many of them, by and large enter duty free to begin with. 
The table shows furthermore that only a fraction of dutiable 
imports are eligible for GSP treatment. So-called ab initio

exclusions are based on a variety of criteria, including prod­
uct type, country of origin, quotas, ceiling limitations, and 
safeguards to protect industry in the importing country. 
Lastly, the table shows that not all covered products actually 
obtain preferential status, since they may be subject to fur­
ther exclusions based on, for example, how competitive a 
particular beneficiary is becoming with respect to a particu­
lar product. .3a The table also differentiates between the more 

38. A good review of the various exclusion criteria and their effect may be
found in UNCTAD, Trade and Development Board, Special Committee on Prefer-
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of the recent past, suggest only limited growth to date of 
trade in this direction. m 

Last, and least, we come to the poorest of the devel­
oping countries. The United Nations includes thirty-one 
countries in the category of least developed, having an av­
erage per capita income of $183 per year. 124 Any beneficial 
effects of the sorts of changes and tendencies discussed in 
this chapter are likely to bypass them altogether. Indeed, 
attempts through multilateral assistance agencies and other 
means to incorporate them into the international division of 
labor may do more harm than good for the foreseeable fu­
ture. This is so because, if the European historical evidence 
is any guide to their future, market relations will undermine 
and erode self-provisioning and communal support ar­
rangements long before their promised benefits begin to 
materialize. 125 Thus, if the advocates of unorthodox, basic­
needs oriented, self-reliant development strategies have any 
province, this surely is it. 

123. For a recent survey of patterns of LDC trade nows from 1963 to 1977, 

see Oli Havrylshyn and Martin Wolf, "Promoting Trade Among Developing Coun­

tries: An Assessment." Finance &- Development (March 1982), vol. 19. 

124. Some of the other characteristics of these countries include a population

growth rate that averages 2. 7 percent annually; iniant mortality rates of 142 per 
1,000 live births, compared to 94 per 1,000 in all developing countries and 30 in 

the industrialized countries; life e'l:pectancy of 45 years; two of every three children 

malnourished; literacy rates of roughly 25 percent of the male population; and 

access to safe water limited to one third of the population. United Nations, "UN 

Conference on the Least Developed Countries," DPI/DESI NOTE/585, August 17, 

1981. 

125. Some of the relevant statistics are cited the second section of the Intro­

duction to this volume. The most compelling "soft" account of this experience 

remains that by Polanyi, in The Great Transformation, chs. 6- 10. Cheryl Payer 
presents persuasive illustrative materials that this outcome has been produced by 

the World Bank's lending program to small farmers in developing countries, though 
I remain unconvinced by her general argument that the Bank's underlying purpose 

is the deliberate appropriation of land to serve the markets of the core countries. 

Payer, "The World Bank and the Small Farmer," Journal of Peace Research (1979), 

vol. 16, no. 4. 
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