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General Observations I

• Longstanding connections between geopolitical or security considerations
and foreign economic policies.

• Military power used to extract.
• Limits on exchange with strategic rivals.

• Sometimes inverted: economic ties help to prevent conflict.

• Kant’s perpetual peace & “spirit of commerce"
• The European Coal & Steel Community and European Monetary Union
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General Observations II

• Even at the height of late 20th/early 21st century globalization and
rules-based liberal international order, geopolitics mattered:

• Preferential trade agreements more likely with allies, all else equal.
• Foreign aid driven in part by strategic interests.
• Operation of international financial institutions (IMF, World Bank) reflected

influence of powerful member countries.

• Geopolitical weight gave powerful countries influence in a rules-based
international order, but also generated resentment.

• Frustration motivated other countries to search for alternatives (e.g. financing
from Chinese creditors).
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General Observations III

• Frieden’s paper: largely from the perspective of country central to a
commercial or financial network.

• Should it use this centrality to coerce others, in service of its geopolitical aims?
• While coercion may work in the short run, it also sets off a search for

alternatives.
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There is No Alternative?
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General Observations III

• Frieden’s paper: largely from the perspective of country central to a
commercial or financial network.

• Should it use this centrality to coerce others, in service of its geopolitical aims?
• While coercion may work in the short run, it also sets off a search for

alternatives.

• When a country is less central – and more vulnerable – a different question:

• To what extent should the government take measures to reduce vulnerability to
coercion?

• De-risking, friendshoring, resilience, decoupling.
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Sensitivity and Vulnerability
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Sensitivity and Vulnerability

• Sensitivity interdependence
• Results from economic integration: exposure to negative & positive shocks.
• Often unrelated to national security; can be sensitive without being vulnerable.

• Still risky for governments, for domestic political reasons (e.g. distributional
effects of liberalization; demands for compensation)

• Vulnerability interdependence
• Depends on the availability and cost of alternatives.
• Concerns about being subject to holdup (e.g. payments systems, rare earths,

semiconductors, antibiotics, quantum technologies).
• Especially salient in the context of power transitions?

• When vulnerable, how to reduce exposure?
• Uncertain benefits: hard to value future autonomy; and hard to predict what

others will do to adapt.
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Policy Instruments

• Economic tools to effect or resist coercion are varied.
• Frieden’s focus: (trade or financial) sanctions, tariffs.
• Carrots vs. sticks

• If aiming to reduce vulnerability, a range of additional instruments.
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Policy Instruments
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Policy Instruments
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Policy Instruments

• How do governments evaluate choices among these instruments?

• Are some instruments more prone to domestic political capture? (Veiled
protectionism?)

• Are mass publics more willing to support – and bear the costs of – certain
instruments, or instruments aimed at specific targets?

• Which instruments are more likely to damage international reputation, or to be
viewed by foreign audiences as less legitimate?

• Are there rules-based international means of governing the use of some of
these instruments?
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The Risks of De-risking & Decoupling

• Commercial peace was the result of domestic incentives to solve disputes
peacefully.

• Economic integration also facilitated bargaining between countries.
• Interdependence meant that trade or investment policy concessions could be

offered in response to non-economic conflicts.
• Issue linkage requires that countries are connected across multiple dimensions.

• Decoupled economies can no longer use economic relations to make
concessions. Heightened risk of conflict?
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Critical Minerals
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