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National economies are not randomly distributed around the globe

--------------------------------------------------------------------------------

 National economies are not distributed randomly around the globe.  One way to understand the system of international political economy is to picture a complex system of networks where national economies are embedded and connected by multiple networks like those of trade, finance, inter-governmental organizations,  information flows, and of migration.   Besides, states are not connected and influenced by those network structures in the same way.   The hierarchical structure of most networks imposes different impacts on national economies 1 minute 
depending on their relative positions in the networks and their  transmitting effects.  Convergence and divergence in domestic national economic policies can be considered as different ends of an unbroken course.  Depending on their positions in international networks, national economies are subject to different levels of pressures to adapt to the forces of globalization. This results in national variations in a wide range of domestic and international policy outcomes.  Globalization does not create an uniform convergence of national policies. 2 minute  
To account for domestic policy and institutional variations, we need to consider the network structures and mechanisms that provide constraints and chances for home economies and shape domestic political processes. Dependency theory and world system theory all point to one key aspect of international economy: the absolute positions of each country in the system. In dependency theory, countries are categorized as the core, the periphery, or the semi-periphery in the system. State behaviour including domestic economic policy, is structurally determined by its absolute position in the system.  Recent studies3 minute
 in international relations have discovered the logic of externalities in the policy-making of the economy of each nation.   One country's policy decision alters the costs and benefits of the policy for the others, either through direct economic competition or subjective pressures of prevailing global norms. The process of policy diffusion is expanded by going beyond geography and examining how specific connections facilitate the diffusion of economic developments. From this point of view, the behaviour of each country is influenced by a subset of countries it is most closely related to.  Unlike the notion of absolute positions which specify patterns 4 minute

 of behavior  according to a country's own technology or internal political process, this idea emphasizes the fact that how a country behaves depends on what its close neighbours do.  This more dynamic version of network positions and pattern of interactions underlies (underlines?)  the processes of convergence and divergence in domestic economic policies. International economy and politics are more than the sum of individual national economies and politics. If we consider states as nodes, then the whole international system can be seen as being composed of various sorts of networks embedded with national economies and politics.  Therefore, the behavior of each national economy is not only a function of characteristics such 5  minuto

as stability of the government, strength of  labor unions,  domestic coalition building and formation, but also is influenced by its position in networks.  For instance, annual trade volume as percentage of gross domestic product is often taken for granted as an overall estimate of a country's exposure to international economy. 

Using trade networks as an example, the current literature often ignores the obvious fact that different distributions of same amount of trade does often induce different levels of adaptation pressure from the closest neighbors.  Two similar countries, having the same level of trade exposure, might have different feelings towards the global market and make different choices about what kinds of goods to export, the number and type of other economies to  trade with, whether to compete in exporting 6 minute 

 to the same foreign market. When a nation chooses to become more competitive  than its major competitors, it adopts efficiency-bound economic policies to gain advantage.  Another nation may respond by going even further in that direction.  Such competition at group level results in convergence to liberal style minimalism, or a race to the bottom, among a group of competitors.  From a network perspective, these competitors are connected in similar ways to the same external markets and sources of finance, and therefore occupy similar or even equivalent positions in the networks.  It is the similarity in the network positions that causes competition, which in turn results in convergence of economic policies.    In other words, national economies with similar problems of exports and inflows of investments tend to adopt similar economic policies, 
7 minute

and converge in their economic development.  We therefore observe clusters of similar national economies.   China and Mexico do not have high level of direct economic interactions with each other, but their similar economic ties to the U.S. market put them in similar positions in the trade networks, and therefore in competition with each other, which might result in similar moves toward efficiency-bound economic policies.

The closer national economies are in networks, the more similar they are.  Closeness or proximity can be defined as physical distance, or in time and  transport cost  It is a positive function of the vast extent of interactions between two nodes in the network.  The more two countries trade with each other, the closer they are in the network of international commerce. Yet they can be far apart in terms of geography, international financial flows and inter-governmental networks. (142 parole)
8 minute
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